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GENERAL STATEMENTS 
WITNESSES 


HON. ROBERT B. ANDERSON, SECRETARY OF THE NAVY 
ADM. ROBERT B. CARNEY, USN, CHIEF OF NAVAL OPERATIONS 
GEN. LEMUEL C. SHEPHERD, JR., USMC, COMMANDANT OF THE 
MARINE CORPS 
REAR ADM. EDWARD A. SOLOMONS, USN, DEPUTY COMPTROLLER 
REAR ADM. EDWARD W. CLEXTON, USN, ASSISTANT COMPTROL- 
LER, DIRECTOR OF BUDGET AND REPORTS 
Mr. WieGLeswortru. The committee will come to order. 
We have with us this afternoon the Secretary of the Navy, who has 
a statement for the committee. We will be glad to have your state- 
ment at this time, Mr. Secretary. 


STATEMENT OF SECRETARY ANDERSON 


Secretary ANDERSON. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I report to you 
today that the combat forces of the Navy and Marine Corps are 
being maintained in a ready for action status and our business func- 
tions are being carefully performed to the end that they are being 
constantly kept in line with modern techniques. 


PLANS AND POLICIES 


The active shooting war in Korea has been terminated. The 
National Security Council and the Joint Chiefs of Staff have been 
employed in a review of our commitments and the means required 
to carry them out. The unanimous decisions of that group as stated 
by President Eisenhower are to feature “highly mobile naval, air, and 
amphibious units” in the Far East and provide for expanding airpower 
including naval and Marine Corps aviation units complemented by 
land forces, antisubmarine warfare forces, amphibious forees, and 
fighting ships. 

These decisions are based upon what we believe are the long-range 
policies which are to the best interests of the United States and the 
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free world in opposing communism. They are designed to meet our 
immediate problems while at the same time providing a strength 
which we can maintain for an indefinite time without exhausting our 
economy. This long-time factor is of extreme importance in over- 
coming the Soviet plan to overextend the free nations. Our Navy and 
Marine Corps play a vital role on our defense team which opposes 
such a plan. 
THE NAVY BUDGET 


The Navy budget which I am recommending for your approval 
amounts to $9.87 billion and is designed for the specific purpose of 
continuing the improvement of the combat strength in our Navy and 
Marine Corps. Our budget for 1954 was $9.36 billion. While the 
funds requested for fiscal year 1955 are approximately $500 million 
more than appropriated for fiscal vear 1954; the increase in funds 
requested for procurement of aircraft and ships amounts to nearly 
$1 billion. This indicates that in the areas of personnel, maintenance, 
and operation, substantial savings will be made. Such a distribution 
of funds which we are requesting is the result of our efforts to increase 
militarys trength while at the same time to reduce the supporting costs. 


MILITARY PERSONNEL 


Both the Navy and Marine Corps are currently reducing their 
military personnel in accordance with a planned schedule. 

In Navy, from an onboard strength of 788,000 at the beginnin 
of fiscal year 1954, there will be a reduction of 55,000 by year end. 
Again, in fiscal year 1955, a further reduction of 51,000 will result 
in an end strength of 682,000 officers and men, a total reduction of 
106,000 in the 2-year period. 

In like manner, the Marines are reducing their military personnel 
from 249,000 onboard on June 30, 1953, to a planned end strength of 
225,000 on June 30, 1954. The fiscal year 1955 budget contemplates 
a further reduction to 215,000 by June 30, 1955, a total of about 
34,000 military personnel in the 2-year period. 

Normally, reductions in trained military personnel of this magni- 
tude would have a most significant effect upon the overall capability 
of the Navy and Marine Corps. Such reduction is feasible now 
because of the cessation of active hostilities in Korea, the reductions 
made in our support forces, and because we are bending every effort 
toward the maximum utilization of a thoroughly trained group of 
officers and men of high morale. 


SERVICE MORALE 


I am certain that you recognize the importance of well trained per- 
sonnel with high morale and with a desire to make the Navy and 
Marine Corps a career. With more permanent personnel, not only is 
the total cost of personnel reduced but the true effectiveness of our 
forces is greatly increased. This is reflected in their actual readiness 
and in the impression of confidence and strength which alert officers 
and men make at home and abroad. 

It is for these reasons that I am concerned about the continuing 
efforts which have developed a trend making life in the service less 
attractive through the loss of small and traditional benefits to service 
personnel. 
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The benefits to those leaving the service have been steadily increased 
since World War II. The desire to serve in our military forces has 
steadily decreased. This has reached the point where those consider- 
ing the military service as a career often decide against such action 
because of the benefits provided those who leave the services, and the 
continual reduction in benefits so important to service morale. 

I consider high morale an essential element of our military strength. 
In recent years, appropriation acts often have provisions attached 
which have seriously affected the morale of our military forces. 


OPERATING FORCES 


In the fiscal year 1955 we plan to operate 1,080 ships, 9.941 aircraft 
and maintain in ready status 3 marine divisions with 3 marine air 
wings. This is a reduction of about 50 ships from the number operat- 
ing operating in 1954. These consist mainly of two escort carriers no 
longer required for the Korean operations, some auxiliaries, and other 
supporting vessels. The fleet will continue to grow in combat power 
by the deliveries of new ships from the new construction and conver- 
sion programs. ‘The number of our operating aircraft remains the 
same, but their battle effectiveness will be greatly enhanced by the 
delivery of 2,766 new modern aircraft in the fiscal year 1955. 


MAJOR PROCUREMENT 


The funds requested for major procurement in 1955 indicate an 
increase of about $840 million over 1954. The increase is more than 
accounted for by two major programs: (1) Aircraft procurement, and 
(2) shipbuilding. 

AIRCRAFT PROCUREMENT 


The funds requested will buy 1,455 new modern aircraft. While 
this number of aircraft is below the number required for maintaining 
a satisfactory condition of modernization in 9,941 operating aircraft, 
the lower number is sufficient due to the funding from prior years, 

The Navy and Marine Corps will receive from contractors 2,766 
new, modern aircraft during the fiscal year 1955. 


SHIPBUILDING AND CONVERSION 


The funds requested for shipbuilding and conversion are in con- 
sonance with the overall program of emphasis on naval, air, and am- 
phibious forces. Included in the program are the funds to construct 
a new aircraft carrier of the Forrestal type, 5 destroyers, 2 submarines, 
8 destroyer escorts, several amphibious ships and conversions of one 
Midway class carrier and some radar picket vessels. The new carriers 
are a vital and necessary requirement of our naval striking forces 
which form the spearhead of our naval air power. Our new aircraft 
require these modern carriers and hence they occupy priority No, 1, 
Emphasis continues to be placed on modernizing our submarines, as 
indicated by the recent launching of the first nuclear submarine, our 
amphibious ships and our antisubmarine vessels. 

his shipbuilding program is vital to the continued effectiveness of 
the Navy. Ships of the Navy must be modern in order to maintain 


4 


control of the seas and be ready to project the military power of the 
United States to any required area. The use of highly mobile forces 
such as our Navy and the Marine Corps make possible the reduction 
in the overall size of our Military Establishment. 

The major part of the operating fleet was constructed during World 
War II and if “block obsolescence”’ is to be avoided, a higher level 
of shipbuilding obligational authority and expenditures will be required 
for the years ahead. 


RESEARCH AND DEVELOPMENT 


The Navy is continuing to conduct a coordinated research and 
development program to maintain our leadership in aircraft and 
weapons with heavy emphasis on antiaircraft, antisubmarine and 
weapon projects. 

Much of our previous effort since 1951 is now beginning to pay off 
with the delivery of more modern and effective weapons. The Navy 
is developing new weapons for use against enemy submarines and 
mines. In addition to our improved devices for locating undersea 
craft, both by sonar and radar, we are developing new weapons for 
attacking the submarines once they are located such as with rocket 
menel charges and homing torpedoes. In addition to the scientific 
development and engineering work conducted by the material bureaus, 
the program of supporting research, directed by the Office of Naval 
Research, is of great importance to the Navy. This type of research 
supplies the basic knowledge which is most effective in the develop- 
ment of new naval weapons, equipment, and techniques. 


NAVAL AND MARINE CORPS RESERVE PROGRAMS 


Our Navy and Marine Corps Reserve programs have been planned 
at a slightly higher rate than that obtained during this year. It is 
only through a vigorous recruiting and training program that we can 
hope to provide the officers and men required in the event of mobili- 
zation. As our personnel are released from active duty and returned 
to their homes, they will be available to join Reserve units and par- 
ticipate in our Reserve program. 

The Navy and Marine Corps are particularly proud of the service 
which our Reserve units rendered in Korea and in the expansion of 
the forces, and consider this to be one of our most important and 
fruitful programs, 

BUSINESS MANAGEMENT 


The Navy has pioneered for several decades in developing new 
techniques in the area of business management. It has also adopted 
the methods used in industry. Such berincaiilite and servicewide 
operations as the use of the industrial funds in many of our large 
activities, the onsight surveys, our comptroller organization with its 
program budget and navywide accounting system, the Chief of Naval 
Operations’ planning system, the clearly defined management func- 
tions and responsibilities of our technical bureaus and our single 
integrated supply system have all made it possible for the Navy to 
be economically operated even though it is necessarily spread over 
the entire world. 


5 


We have carried out many of the recommendations of the Hoover 
Committee. We are also actively assisting the Secretary of Defense 
and his committee, headed by Mr. Charles B. Cooper, in developing 
sound methods of fiscal organization, inventory control and manage- 
ment responsibilities in the Defense Department. Our efforts to 
economize will continue unabated in order to give you the most 
defense for the dollar spent. 


FIGHTING STRENGTH 


We are building up the fighting strength of the Navy and Marine 
Corps, particularly our airpower, by employing new weapons and 
equipment and through better organization and utilization of our 
manpower. To this, I pledge you my most earnest efforts. 

In the request for funds before you, I consider the Navy has a 
thoroughly reviewed, well-balanced, and coordinated program and 
one which is fully justified. 

The officers of the Navy and Marine Corps who follow me will be 
prepared to justify our budget in detail. We will be pleased to 
provide any additional information which may be of assistance to 
you in your review of the Navy budget. 


OBLIGATIONS, CARRYOVERS AND EXPENDITURES 


Mr. Wiacieswortn. Thank you, Mr. Secretary. 

Just to pull the dollars and cents picture together for the record, I 
understand that the request for new obligational authority for the 
fiscal year 1955 amounts to $9,870 million which compares with new 
obligational authority for the current fiscal year of $9,358 million, 
and with that for the fiscal year 1953 of $12,533 million, reflecting an 
increase of about $500 million as compared with the current fiscal 
year, but a decrease of about $2,900 million for the 2 years. 

I further understand, as you have pointed out, that the increase is 
considerably more than accounted for by two items, that for aircraft 
procurement and ship construction, which aggregate something more 
than $840 million. 

Can someone tell me what the actual and estimated carryover of 
unexpended funds are as of June 30, 1953, June 30, 1954, and June 
30, 1955? 

Secretary ANpeRsoNn. With reference to the carryover from 1953 
to 1954, we carried over $16,600 million. With reference to the 
carryover from 1954 to 1955, $13,500 million. 

Mr. Wiaciesworra. Do you have the figure for the carryover 
into 1953? 

Secretary ANDERSON. Into 1953, $16,200 million. 

Mr. Wiae.esworth. So there will be available for expenditure in 
the respective fiscal years, or subsequently, $23,370 million in the 
fiscal year 1955, as compared with $25,958 million in the current fiscal 
year and $28,753 million in the fiscal year 1953? 

Admiral CLexton. Mr. Chairman, in 1953 we had available for 
expenditure $28,800 million and we spent $11,900 million, and three- 
tenths of a billion lapsed and went to the payment of certified-claims 
account, thereby carrying over $16,600 million into the fiscal year 
1954, as stated by the Secretary. 
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The net appropriation was $9,100 million, making a total of funds 
available for expenditure in 1954 of $25,700 million. 

Mr. WiccLeswortu. The statement that I have here gives $9,358 
million as compared with $9,100 million of new obligational authority. 

Secretary ANprerRson. I think the $9,358 million is right. 

Admiral Ciexton. The difference between the $9,358 million and 
the $9,100 million is the rescission of $250 million from the Navy 
stock fund and transfers of $32 million. We are expecting to spend 
$11,300 million in 1954 and $900 million will go to the claim procedure. 
It will lapse. We therefore carry over into 1955 $13,500 million. 
The request for new obligating authority iv 1955 is $9,900 million. 
If that is received, there will be available for expenditure $23,400 
million in 1955. 

The estimate before you indicates we are going to spend $10,500 
million in 1955 and that it is estimated that $400 million will lapse, 
thereby carrying over into 1956, $12,500 million. 

This shows a constant decline in the amount of money carried over. 

For instance, from 1953 to 1954 we carried over $16,600 million, 
from 1954 to 1955 we will carry over $13,500 million. 

From 1955 to 1956, we will carry over $12.5 billion. 

Mr. Wicetesworru. Of that $12.5 billion how much is estimated 
will be unobligated? 

Admiral Ciextron. Our estimate in the President’s budget shows, 
that almost all of it will be obligated, except in public works and 
shipbuilding, which are continuing accounts. 

Mr. Wiaa.ieswortn. The expenditure figures of $10,500 million 
for 1955; $11,300 million for 1954; and $11,878 million for 1953 show 
a reduction of about $1,300 million over the 2-year period. 

Admiral CLexron. That is correct; yes, sir. 

Mr. Wiae.eswortH. When you say that all unexpended funds 
will be obligated, are you speaking as of June 30, 1954, or June 30, 
1955? 

Admiral CLiextron. June 30, 1955. 


SHIPS 


Mr. Wiaciteswortn. As far as the organization is concerned, by 
way of a brief summary, I understand between December 30, 1953, 
and June 30, 1955, you intend to put about 7 warships and 43 other 
ships into mothballs, leaving us 404 warships, 676 other ships, or a 
total of 1,080 ships as of June 30, 1955, which apparently compares 
with 238 warships and 408 other ships, or a total of 646 ships as of 
June 30, 1950; is that correct? 

Secretary ANDERSON. Yes. 

Mr. Wiaa.teswortn. And you contemplate, in terms of wartime 
strength, a manning strength of about 80 percent in terms of officers, 
87% percent in terms of enlisted men, except as to submarines, which 
will be manned 100 percent? 

Secretary ANpErsoN. That is substantially correct; yes. 


AIRCRAFT 


Mr. Wice.eswortn. With regard to planes, this program will give 
you 16 carrier air groups and 3 Marine air wings, which seems to 
compare with 9 carrier air groups and 2 Marine air wings as of 
June 30, 1950. 
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It will apparently give us in terms of active aircraft inventory, 
including both operating aircraft and logistic support planes, a totai 
of 13,191 as compared with 9,099 as of June 1950, in addition to the 
fact our planes will be very much more modernized. 

Secretary ANDERSON. That is correct, sir. 


CIVILIAN AND MILITARY PERSONNEL 


Mr. WicGLesworrn. In terms of personnel, we are apparently to 
have as of June 30, 1955, in the Navy, about 689,000, including 
midshipmen and aviation cadets, which compares with 765,400 as of 
December 1953; and in the Marine Corps, 215,000, as compared with 
243,800. 

General SHEPPARD. We end with 215,000 for the fiscal year 1955, 

Mr. WiaciteswortH. That is, as of June 30, 1955, you will have 
215,000 as compared with 243,800 in December of 1953? 

General SHepparp. Yes. 

Mr. WiacieswortH. Those figures, I think, compare with 382,000 
in the Navy and 74,000 in the Marine Corps as of June 30, 1950; 
is that correct? 

Admiral Crexton. That is correct. 

Mr. Wiaateswortsh. Then in your naval reserve the program 
apparently gives you 161,600 as of June 30, 1955, compared with 
135,000 in December of 1953, and for the Marine Corps Reserve, 
42,300 as of June 30, 1955, as compared with 23,400 as of December 
1953; is that correct? 

Genera) SHepHeRD. That is correct. 

Mr. Wiaa.esworts. In effecting this saving in personnel, has 
there been a thorough review of the tables of organizations, both in 
the Navy and in the Marine Corps? 

Secretary ANDERSON. Yes. 

Mr. Wiae.eswortn. Can you say how much of this reduction 
is a result of that review? 

Secretary AnpERSON. Well, we simply assorted our programs by 
determining the numbers of ships and the numbers required for the 
support of the three Marine divisions and the three Marine air wings, 
and attempted to make the best utilization of our manpower with 
the people being cut largely from the supporting forces rather than 
the combat forces. It would be difficult to say what portion had more 
effect on the total program. 

Mr. Wiaeteswortn. I remember last year General Shepherd told 
us in the Marine Corps they had been able to increase by two battalions 
and two companies I| think simply by going over what might be termed 
the noncombat personnel and relieving some of them for combat 
duty. I was interested in knowing if further results along this line 
have been possible. 

Secretary Anperson. They have been. We are continually 
reviewing. 

Mr. Wiae.teswortH. Does this reduction contemplate the substi- 
tution of civilian personnel for military personnel? 

Secretary ANpEeRsON. The military personnel that was assigned to 
shore activities will be reduced in the fiscal year 1954 by 9 percent, 
from 260,000 to 236,000, and civilian personnel in the same area will 
be cut from 448,000 to something less than 428,000. 
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Then in the fiscal year of 1955, for military and civilian personnel 
assigned to shore activities, we anticipate a decrease in military 
personnel by 8.9 percent and a decrease in civilians by 2.1 percent. 

At the end of fiscal year 1953 we had 448,809 civilians. At the end 
of the fiscal year 1954 we will have approximately 428,000. At the 
end of 1955 approximately 419,000 estimated. 

Mr. WiaGLeswortu. How about the shore establishments? 

Secretary ANpreRsoN. Those civilians would all be at shore. 

Mr. Wiaateswortu. To what extent are you substituting civilian 
personnel for military personnel? 

Secretary ANDERSON. In volume I do not have the figures, but we 
have made some such substitutions in previous years in areas of fire 
protection, security and supply. The number in 1955 will be very 
small due to the reductions in the number of military personnel, as 
well as our reductions in civilian personnel. 

Mr. WicG.iesworrtu. It is not so big a problem, I take it, with the 
Navy, but is it possible to substitute indigenous personnel, for Ameri- 
can personnel, either military or civilian, to any extent? 

Secretary ANprERsoN. We do use some foreign personnel. 

During the fiscal year 1954 we plan to use approximately 22,000 
man-years of indigenous labor, and during 1955 about 20,900 man- 
years obtained under contract with foreign governments. 

Mr. WiaG_esworrn. It is a decrease rather than an increase. The 
percent would remain about the same. 

Secretary ANpersSON. The percentage would remain about the 
same, but the workload is decreasing. 


INDIGENOUS PERSONNEL 


Mr. WicGieswortu. Well, the question which some members of 
this committee have had very much in mind is whether we cannot 
save a lot of money by using a greater percentage of indigenous person- 
nel than we have heretofore, because the costs involved are so much less. 

Secretary ANpERSON. Our indigenous labor comes primarily from 
two sources, the Japanese and the Germans. We have very few civil 
service personnel overseas. 

Mr. Wice.eswortu. You do not feel that number can be increased 
and thereby relieving our own personnel, and avoiding not only the 
direct costs but the indirect costs of travel, housing, and so forth, 
otherwise involved? 

Secretary ANpreRsoNn. I would not be absolute in saying you could 
not make some additional savings. That is one of the problems that 
we are giving study to at the moment—whether or not we can increase 
the number of indigenous people and reduce the utilization of our own 
civil-service people. 

CIVILIAN PERSONNEL 


Mr. Wiaeteswortn. In respect to our own civilian personnel, what 
is the policy as to filling vacancies? 

Secretary ANDERSON. Well, sir, when vacancies occur we require 
the vacancy to be fully justified before that person is replaced. 

I think, for example, the figures which we have given you here, 
which represent the end of the fiscal year, would be more informative 
by the realization that in January of 1953, if I remember correctly, 
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we had about 474,000 on board. The figures I have given you are 
year-end strength, the end of fiscal year 1953, which would be June 30 
of last year, but we have come down in a calendar year period from 
474,000 to somewhere near 429,000. 

Mr. Wiaeteswortnu. You had 474,000 on board as of what date? 

Secretary ANDERSON. January 1953, and approximately 429,000 on 
board now. What I am giving you now is the calendar years rather 
than the fiscal years, which I gave you a while ago, but addressing 
myself again to the policy of the Department, it is to keep a constant 
review of our requirements so taking advantage of normal attrition 
we will not fill the jobs thus vacated unless there is new justification 
for their necessity. 

Mr. WiaeieswortH. Which permits a reduction of civilian per- 
sonnel in as painless a way as possible? 

Secretary ANDERSON. Yes. 


SLIPPAGE 


Mr. Wiaaitesworrtn. Is there anything that should be said as to 
the status of our various programs, whether or not they are up to 
where we expected them to be, or whether there has been a slippage, 
and, if so, to what extent, either on or off the record. 

Secretary ANDERSON. Well, I would say to you that generally I 
think there has been no serious slippage that we did not have some 
reasonable anticipation of. There have been delays in some of pro- 
pulsion equipment for ships, for the carriers principally, which has 
slowed us down, and it is a problem on which we are working. 

There have been some development troubles in aircraft engines 
which have given us concern and upon which we are devoting a 
considerable amount of attention. 

Mr. WiaeieswortH. How about ammunition? 

Secretary ANpERsON. I would not think we have any serious slip- 
pages in ammunition. We would regard our position as reasonably 

ood, and we are placing our depeddance upon the existence of the 
acilities which would give us a high capability of increasing the 
production if it were required. 


FACILITIES PROGRAM 


Mr. Wiaaiesworts. What is the status of the facilities program? 
Are we getting what we need? 

Secretary ANDERSON. I would say that our facilities are substan- 
tially completed. Admiral Clexton points out to me we have only 
about $16,400,000, in this program for additional facilities. 

Mr. WiaeieswortH. Does what you have said go for the Marine 
Corps as well as the Navy? 


AMMUNITION 


Secretary ANpERsON. The Marine Corps, of course, gets a large 
portion of its ammunition from the Army. General Shepherd, would 
you want to discuss your ammunition situation? 

General SHEPHERD. So far as our troops in Korea are concerned, I 
think they have gotten their proper quotas. In the United States we 
are doing all right. 
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Mr. WiaGcLesworts. A year ago I remember there was testimony 
to the effect that a great deal that had been ordered from the Army 
had not in fact been received. Has that situation been corrected? 

General Suernerp. It has been corrected to a great degree. We 
have received considerable amounts of what we ordered in 1951, 
1952, 1953, and 1954. 


AIRCRAFT SPARE PARTS 


Mr. Wiaeiesworru. Has there been any change in policy as to 
spare parts, particularly with respect to airplanes? 

Secretary AnpeRsoN. Well, I might indicate in our spare parts 
program, as in all of our inventories, we are going through a process 
of fractionating the inventories, and what we call stratifying it, mak- 
ing analyses of the requirements, the utilization to which the end 
product will be put, and giving emphasis to the rapidity of the use of 
the various end items so they are not handled all on the same basis. 

Mr. WiaG.ieswortn. As I recall it a year ago we were ordering 
about 50 percent of the number of planes ordered for spare parts. 

Secretary ANDERSON. We are utilizing the same 50 percent figure in 
1954 that we utilized in 1953. That is down from about 70 percent 
in 1950 or 1951. 

AIRCRAFT PROCUREMENT 


Mr. Wiee.eswortH. Without going into detail, does the increase 
of $643 million requested as compared with the current year, repre- 
sent a speedup in modernization? There is no increase in the number 
of overall active planes, is there? 

Secretary ANpeRSON. The number of active planes will remain 
about the same, 9,941, and the number of planes that will be ordered, 
or that we are asking funding for, is 1,455. 

The increase in our request this year over last year is primarily in 
the two areas of aircraft procurement and shipbuilding. 

Mr. WieGieswortH. My question was directed to why the increase 
in respect to aircraft as compared with the amount made available for 
the current fiscal year. Does that reflect an increase in the number 
of planes to be ordered, or a speedup in the modernization program? 

Secretary ANDERSON. The number of aircraft that we will buy, or 
we will fund for, in 1955, is slightly less than the number we will fund 
for in 1954, but the increased cost is due to the increased cost of the 
planes, and to some additional modernizations of existing aircraft. 

Mr. Wiae_eswortn. I am advised that $1,400,000,000, or there- 
abouts, in the current fiscal year was estimated on the basis of 1,332 
new aircraft, and that all told there will be about $1,987,000,000 if 
this request is granted for 1,455 new aircraft, which would seem to 
be considerably more per plane than was estimated for the current 
fiscal year. 

Secretary ANperson. I think that is probably due to the fact that 
a larger portion of them will be jet aircraft and therefore more 
expensive. 

Mr. Wiae._eswortu. Well, we will, of course, go into that in de- 
tail in the subcommittee. I just wanted something in a general way 
at this point. 
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Secretary ANDERSON. One other factor is the difference in the num- 
ber of trainers we bought last year as compared to this year. They 
are considerably cheaper than jets and hence you obtain more aircraft 
for a smaller amount of funds. 

Mr. Wiaaieswortn. I take it Admiral Carney will discuss the new 
shipbuilding program at some length, will he not? 

Admiral Carney. Yes. 


BUSINESS MANAGEMENT 


Mr. Wiga_eswortrs. Under the heading of ‘business manage- 
ment” you set forth various items contributing to efficiency and 
economy in the Department. 

To what extent are these matters which have been adopted since 
you took over a year ago? 

Secretary ANDERSON. We have done a number of things. 

We have set up with Admiral Carney a group of what we call on- 
site survey teams. These teams are visiting the various shore estab- 
lishments with the idea of examining into their business methods, 
their logistic supply operations, and functions. Their reports come 
directly to us and we are taking steps immediately then to implement 
the improved method of handling our business affairs. We are 
conducting a complete review of our whole inventory system, as I 
have indicated heretofore, so as to stratify our inventories as to use 
and to fractionate them as to the rate of turnover, so as to develop 
the most advantageous method of handling our inventories. 

We have established an analysis and review group which works 
directly as a staff function to my office with the planning section of 
the Chief of Naval Operations, so we have a constant check on the 
feasibility and need of the various planned programs. 

We have extended our controller organization throughout the entire 
naval system. We have increased the number of activities which are 
operating on industrial funds. We have set up programs so that 
machines are made available for cross use of more than one of the 
bureaus, or departments in the event it was not utilized full time. 
We have tried to define clearly the responsibilities of all of the tech- 
nical bureaus and offices so there will be no problem of implementing 
any of our decisions which would be advantageous to us. 


INVENTORY CONTROL SYSTEM 


Mr. WiaG.teswortu. Do you feel that you now have a satisfactory 
inventory-control system? 

Secretary ANDERSON. | would not say it is a completely satisfactory 
one. I will say it is improving and we can still improve it. 

Mr. Wiaeiesworru. Are you familiar with the system the Army is 
putting into effect? Deputy Under Secretary Pearson appeared be fore 
the committee a few days ago and the committee was very much 
impressed by the program. 

I do not know whether you are familiar with it or not. 

Secretary ANDERSON. No, sir, | am not familiar with it. 

Mr. WiaacLeswortnu. Have you been able to simplify the procure- 
ment and production processes at all during the year? 
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Secretary ANpERsoN. About the only area I call to mind immedi- 
ately is the extension of making local purchases of some selected end 
items, where they are purchased by activities on a current basis rather 
than on an inventory storage basis. 

Mr. Wiceieswortn. What can you tell us about the surplus prop- 
erty picture and the disposal of surplus property? 

SecRETARY ANDERSON. I was just asking if we had some figures on 
it. That problem of surplus is a portion of this stratification program 
that I mentioned to you earlier. We are making an analytical survey 
of all our inventories to determine what we will not need, what is 
surplus to our needs, as well as the use to which it is to be put so that 
we can develop the best storage techniques and best issue techniques. 

Mr. Sueprarp. You already have orders to dispose of certain 

uantities of mechanical devices in Adiak and Kodiak, Alaska, is 
that not so? 

Secretary ANDERSON. Yes. 

Mr. Suepparp. And there are some stations in the United States 
that are doing the same thing? 

Secretary ANDERSON. Yes. 

Admiral Clexton was mentioning to me that he had some advice 
that the Army inventory system to which you referred was probably 
the pricing of their inventories. 

Mr. Scrivner. No. 

Secretary ANperson. And the establishment of a stock fund on 
common items as well. 

Mr. Wice.eswortu. Well, it is a system by which they expect to 
get within 30 days after the end of each month for each Army station 
worldwide, a complete picture of the inventory on hand, on order, 
and so forth, so that they can keep currently informed as to just 
where they stand. 

Secretary ANDERSON. That is something we already have, as a 
supply-demand control function. 

r. WiceLeswortu. I do not know just what the Navy does have, 
but this new system seemed to be a very complete, detailed program 
which for the first time apparently is going to give the Army a detailed 
picture every month throughout the year. 

Admiral Sotomons. We have had such a system in use for some 
time. We have had accounting for each individual item, and from 
that we have the supply-demand control which tells us when an item 
needs to be repurchased. 


CANAL ZONE HOSPITAL FACILITIES 


Mr. Wiaecteswortu. I want to ask you about one other thing and 
that is the situation in respect to the Canal Zone hospital facilities. 
Reference was made to that in the report of this committee last sum- 
mer, and it was the understanding of the committee that the 4 hos- 
pitals there; 1, Army; 1, Navy; and 2 Canal Zone, were to be reduced 
to 2. 

Recently the chairman of the committee addressed a letter to Secre- 
tary Wilson in which he quotes the statement in the report to which I 
have referred and says that the report is based on a letter which was 
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addressed to me by Mr. Cassberg, then Assistant to the Secretary of 
Defense for Health and Medicine, which reads as follows: 


In accordance with your request at the close of the Appropriation Subcommittee 
hearing on Thursday morning, May 21, 1953, the following information is 
submitted: 

It is agreed that there is a need for only two hospitals in the Canal Zone, one 
located on the Pacific side, and the other located on the Atlantic side. Steps 
have been taken to develop a plan of responsibility for hospital care in this area, 
and the Army and the Navy are actually developing such plans. In a telephone 
conversation on May 26, 1953, Hon. Robert T. Stevens (Secretary of the Army, 
representative of the President in the supervision of the Canal Zone government 
and stockholder of the Canal Zone Company) indicated that he was submitting 
recommendations to the Secretary of Defense to close Fort Clayton Army Hospital 
and Colon Caral Zone Hospital, and to utilize Gorgas Hospital and Coco Solo 
Naval Hospital as Canal Zone hospitals for all hospitalization in the Canal Zone. 

The Secretary of the Navy has previously indicated his willingness to make beds 
available in the Coco Solo Naval Hospital for the hospitalization of Canal Zone 
personnel. In view of this, and due to the present emergency, it is considered 
more feasible to continue the operation of the Coco Solo Naval Hospital as a 
Navy installation at this time. This will also provide a nucleus to support miil- 
tary operations in the event of mobilization. 

I agree that Fort Clayton Hospital should be closed and Gorgas Hospital 
utilized for all hospitalization on the Pacific side of the Canal Zone, and the Colon 
Hospital should be closed and Coco Solo Naval Hospital be utilized for all hos- 
pitalization on the Atlantic side of the Canal Zone. 

The statistical information and cost data requested on Gorgas Hospital and 
Colon Hospital will be furnished as soon as possible. 

Upon receipt of the official recommendations from the Army and the Navy on 
this subject, a plan of operation will be developed and appropriate action taken. 


That is the end of the letter, and the chairman goes on to say: 


Hearings in the past week have developed the fact that the situation in regard 
to hospitals has not changed. Rather, there appears to be a tendency on the 
part of the Department of the Navy to completely refuse to take part in this 
integration of hospital facilities. 

This lack of action not only is a breach of faith on the part of the Department 
of Defense, but represents a costly example of what happens when the Department 
of Defense fails to follow through with its promises to this committee. 

Would you tell us something about that? 

Secretary ANDERSON. Yes, sir. Some 60 days or so ago I asked 
Secretary Fogler to make that his primary responsibility. He has 
made a trip to the Canal Zone, and there is currently pending between 
Mr. Fogler and Mr. Stevens plans for the closing of all the hospitals 
but two. 

Mr. WiacLeswortu. So that we may expect the desired results to 
be accomplished in the very near future? 

Secretary ANDERSON. Yes, sir. 

Mr. Scrivner. Off the record. 

(Discussion off the record.) 

SHIPS 


Mr. Scrivner. On page 4 you have made a statement here about 
the reduction of 50 ships. Now to you and all the men in the Navy 
and a lot of other people when you make a reference as you do to 
escort carriers you can understand that, and even Army men can 
understand that. Then you say you are going to reduce 50, and you 
name 2 of them and then say “some auxiliaries and other supporting 
vessels.” 
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Auxiliaries and supporting vessels do not give me the picture I 
would like to have. How much further can you go to tell us exactly 
the types you are cutting out? I would assume, since the shooting 
has stopped and we do not need so many hospitals, that some place 
there would be a hospital ship or so involved. 

Secretary AnpEeRsON. There is one hospital ship that is coming out. 

(Discussion off the record.) 


ENGINE OVERHAUL EXPERIENCE 


Mr. Scrivner. You probably do not have the information at your 
fingertips, so, therefore, I will make a request which may take a little 
time to supply. Will you have someone from your Naval Air give 
me—whether the committee wants it or not—what your experience is 
on the number of hours of operation between overhaul on both the 
various jets and various reciprocating engines. 

Secretary ANDERSON. You just want the experience factors for the 
hours on the various types? 

Mr. Scrivner. Yes. In other words, how long do they go between 
overhauls? 

Secretary ANDERSON. Yes, sir. 

(The information is as follows:) 


interval 
etween Over- 
hauls, hours 
Engine model Aireraft model 
Class C 
All con- 
mainte- 
dition nanos 
TURBOJETS 
, TV-2, FOF, F9F-7 500 
300 150 
me 720 270, 540 
300 
J35-A-29 400 
J57-P-1, J57-P-2, P2D-1, F4D-1, 300 
TURBOPROPS 


COMBAT EFFECTIVENESS 


Mr. Ostrertac. Mr. Secretary, I take it from your statement that 
despite the fact there will be a reduction in personnel the Navy will 
have increased military combat effectiveness as a result of this 
budget and this program? 

Secretary Anprerson. I think that is a true statement. We have 
a high rate of modernization in aircraft and some modernization of 
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ships. We are trying to absorb our manpower decrease largely out 
of shore support. 

Necessarily, there is some lessening of what would be staying 
ability in the long-term engagement, but the combatant effectiveness 
of the Navy I think would be improved. 


RESEARCH AND DEVELOPMENT 


Mr. Osrertac. In your statement you fail to give figures as to 
the budget estimates for research and development. Could you or 
someone give us the comparison of the general overall figure on 
research and development. 

I understand that is in Admiral Carney’s statement. 

Secretary ANDERSON. I have it right here. 

For the fiscal year 1953 there was $443 million of direct research and 
development, giving you the round figures. For 1954 it is $399 million, 
and for 1955 it is $389 million for direct research and development. 

Mr. Osrertaac. About the same? 

Secretary ANDERSON. About the same; a little less. 

Mr. Osrertaa. How do these sums balance off in actual expendi- 
tures? You refer to the amounts being budgeted, but there is a 
terrific carryover to be taken into account, is that a correct assump- 
tion? 

Secretary ANDERSON. May I show you this chart [indicating]? 

Mr. Osrertaa. I take it that Admiral Carney expects to touch on 
this subject in his statement. 

Secretary ANDERSON. I do not know whether he will touch on the 
expenditure figures or not. This is the same chart [indicating] only it 
is larger. This is the line here [indicating]. 

Mr. Forp. That line is the expenditure line? 

Secretary ANpeRSON. These [indicating] are the expenditure blocks. 

Admiral Ciextron. These are the monthly expenditures for July, 
August, September, October, November, and December 1953. Our 
target for the fiscal year 1954 is $475 million. 

Secretary ANDERSON. That is what this line [indicating] represents, 
coming up. 

Admiral Criexton. It looks like that is just about what we are 
going to expend. We are expending $475 million in 1954 and our 
1955 budget request is $435 million. 


SERVICE MORALE 


Mr. Osrertaa. Mr. Secretary, in your statement you referred to 
service morale. You made a point as to the application and effect 
of benefits provided those who leave the service, on morale or at least 
on your ability to develop an extensive career service program on the 
part of Navy. What is the answer to that problem that you point up 
but leave there? 

Secretary ANDERSON. Well, I think the answer primarily or to a 
large extent is one of makinz the service people believe that the 
conditions under which they enter the service are going to remain 
relatively stable; that there is not going to be any substantial altera- 
tion in the characteristics of the service or the benefits of the service 
as we get away from war or closer to war; and thet they have a reason- 
able and firm basis upon which they can plan out their entire careers. 

43811—54.—2 
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REENLISTMENTS 


es eemeene Has the percentage of reenlistments declined 
rapidly 
tad Anperson. Well, I have our enlistment rates here. 

Mr. Osrertaa. J am interested in learning more about the overall 
picture as it relates to this problem. 

(Discussion off the record.) 

Secretary ANpeRSON. The real concern I am addressing myself to 
here is not necessarily the enlisted people who come and go into the 
service. It is the man who makes it a lifetime career. He is the 
fellow we have to depend upon. 

He becomes pretty much a captive to his conditions of life if he 
decides to go into the service on a permanent basis. He feels that 
such things as his commissary privileges, his BOQ privileges and that 
sort of thmg are parts of the plan upon which he makes the decision 
to be a career officer. Those are the things which I think give concern. 

Do you think so, Admiral Carney? 

Admiral Carney. There is no question about it, talking about the 
really topflight people. 

Mr. Osrertac. The point is that you have a problem which is 
one that cannot be wholly solved by one approach or another. In 
other words, you would not advocate doing away with or reducing 
the benefits to men who leave the service. The Navy by and large 
receives its personnel through the means of enlistments, and your 
problem is, as I understand it, one of developing acceptance of career 
service for a large percentage of your Navy, because of the high 
technical training and the need for retaining that type of men in 
the service. 

Secretary ANDERSON. Well, I agree with you that the problem has 
many facets. One of the primary facets, of course, is leadership, 
the maintenance of a high degree of skilled leadership to whom the 
men look up with confidence and respect in planning their careers. 

Another of the things is this intangible selling of the man on the 
desire to serve his country. Certainly you could not argue with a 
college graduate that normally he would expect to make as much 
money in Navy life as he might expect to make in civilian life. 

A part of the problem is one of instilling into him a desire to serve. 

Then there are little things, as I mentioned before, which become 
important to him; his allowance for moving his family, his BO 
privileges, his commissary privileges, and a number of others. Al 
of those are important in his making the decision as to whether or not. 
he wants to have this kind of a life for the rest of his life. 

Mr. OsrertaG. Speaking of service morale were you referring prin- 
cipally to the officer corps or the rank and file of servicemen? 

Secretary ANpEeRsON. No; I was speaking primarily of the people 
who make the decisions, the topflight people, the officers who come 
out and make a decision as to whether or not they want to have a 
military career for the rest of their lives. Those are the people about 
which | am most concerned so far as this sort of a program is con- 
cerned. 

Mr. Osrerrage. On that same point, right in your statement, Mr. 
Secretary, you point out that appropriation acts often have provi- 
— attached which have seriously affected the morale of our military 
orces. 
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Secretary ANDERSON. For example, one of the things I would refer 
to is the rider last year which required the payment on all of the closed 
messes of a certain fixed charge. If I remember right, Admiral 
Clexton, was it not $2 something per day? 

Admiral CLexton. Yes, sir. 

Secretary ANDERSON. The net effect of it was that on a large num- 
ber of these career nien, the young officers—Annapolis graduates, 
aviation officers, and NROTC officers—who were livi ing in the BOQ’s, 
with the closed messes, they would have had their bill for food in 
some places almost doubled. 

The Congress did not put it ultimately onto the act, but it was a 
rider which was discussed here for several weeks and I think, had it 
been added, it would have been a real morale problem for those 
fellows. 

AIRCRAFT 


Mr. OsrertaGc. Under Operation Forces you point out that you 
expect the delivery of 2,760 new, modern aircraft in the fiscal year 
1955. How does that compare with the year previous? 

Admiral CLexton. Two thousand two hundred and eighty-two, 
Mr. Secretary. 

Mr. Osrertac. That is an increase of about 500; is that correct? 

Secretary ANDERSON. Yes; 2,282. 


OFFSHORE PROCUREMENT 


Mr. Osrertac. Do you have figures to indicate the degree or 
amount of offshore procurement? 

Secretary ANDERSON. Yes, sir; if I brought them with me I do. 

Mr. Ostertraa. In that breakdown do you have it by countries? 

Secretary ANDERSON. Yes, sir. 

Mr. Ostertaa. Can you give us the figures for offshore procure- 
ment in Italy and France? 

Secretary ANDERSON. I will have to add some figures together to 

et it by countries, Congressman. We bave it here by countries and 
types. I would have to add these. 

Mr. Ostertaa. This is strictly Navy? 

Secretary ANDERSON. Yes, sir; it is for naval purposes. 

Admiral Ciexron. It is all MDAP. 

(Discussion off the record.) 

Secretary ANDERSON. I thought you meant the MDAP program. 

Mr. Osrertac. No. I meant the offshore procurement. 

Admiral Carney. That is all in the MDAP program. 

Mr. Forp. Would you yield just a minute? 

Mr. Osrertaa. Surely. 


REENLISTMENTS 


Mr. Forp. I did not hear the figure given, although you indicated 
you intended giving the reenlistment rate for Navy personnel. 

Secretary ANpeRsON. I have it right here. 

Mr. Osrerrac. The Secretary did not give that figure. 

Secretary ANpeRson. The total over all is 48.7 percent. 

Mr. Forp. As cf what date? 

Secretary ANperson. The 30th of September 1953. 
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Mr. Forp. Is there any discernible trend one way or the other? 

Admiral Sotomons. The senior grades are relatively level. Chief 
petty officers and first class are fairly level. 

Mr. Osrerrac. Is that not a high percentage, General? 

General Sueruerpd. Well, it depends, sir. 

Secretary ANperson. I think the trend in the high pay scales is 
relatively good. For example, in the chiefs and first-class petty 
officers it was 98.5 percent for chiefs and 80.4 percent for first-class 
petty officers. 

Mr. Forv. Does that mean 80.4 percent of that category are 
reenlisting at the end of their enlistment term? 

Secretary ANDERSON. Yes, sir. That goes down, so that the rates 
for the lower pay grades are lower. For example, E-2 is 4.4 percent. 
The lower the pay scale the lower the rate of reenlistment. 

Mr. Scrivner. A lot of those men went into the Navy rather than 
taking a chance on serving in the Army under selective service, and 
you would not expect them to reenlist. 

Secretary Anperson. The Marine Corps, for example, is having 
a declining reenlistment rate right at the moment because, as | 
remember it, they still have 80,000 people who were taken into the 
Marines under the Selective Service System, when Korea broke out. 
he ome these 80,000 come out we expect the reenlistment rate to go 

ack up. 
o Mr. Forp. What is the current reenlistment rate for the Marine 
‘orps? 

General SuerHerpD. We are getting 5 percent of the selectees, which 
we think is very good. One out of twenty of the selectees that came in 
are giving up their selective-service business and moving into the 
regular Marine Corps. 

During this period when they were not eligible to reenlist, beginning 
in January 1953, we were up as high as 44 percent. Our enlistments 
in June were up to 96 percent. That is all on the Marine Corps, 

I do not have it broken down by first and second class and so forth. 
They average for the year, though, about 32 percent. That is the 
overall year. 

Mr. Forp. How does that compare with the previous year? 

General SuerHerp. I would say it was up. August 1952, 13 per- 
cent; went to 24, 23, 13, 19, and then jumped to 44 percent in Janu- 
ary 1953. 

Last year I started a very intensive reenlistment campaign, and 
really put the heat on the commanding officers to meet our recruiting 
program this year, because we had these 80,000 draftees that were 
going out. We wanted to replace them with regular volunteer ma- 
rines. Of course that meant reenlistments. 

We have had great success with this campaign. 

Mr. Forp. Are the Marines getting all their new people from a 
recruiting program rather than tavough selective service? 


General SuerHerD. Yes, sir; we are. We have not taken any 
from selective service since a year ago May. 

Mr. Forp. You mean a year ago this coming May or a year ago 
from the previous May? 

General SHerHerD. It would be 2 years ago this coming May. 

Mr. Osrertrac. Of course, if you did not have selective service 
would the voluntary enlistments drop to any measurable degree? 
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General SHEPHERD. If it were not for selective service | do not 
think the enlistments would be as good as they are. With the draft 
breathing down their necks they did come to us. 

Mr. Osrertaa. I yield to Mr. Sheppard. 

Mr. Suepparp. | was going to ask our chairman if it would not 
be applicable, when the committees are broken up, that we could 
have a comparable request for a breakdown from each branch of the 
service, showing these reflected enlistments. | think when it is 
brought together in a total picture it would be rather interesting to 
see what the differences may be as between respective services here. 

Would you say that should be 2 years, gentlemen? Would that 
cover it, or do you want it beyond 2 years? 

Mr. OstertaG. That was the thought | had in my mind. 

Mr. SuHepparp. What do you think, Mr. Scrivner? 

Mr. Scrivner. Two or three years. 

Mr. Wiceieswortn. | think that would be helpful. I think a 
3-year basis would give us the desired information. 

Secretary ANnprerson. I thought Congressman Ford might be 
interested in this further problem so far as reenlistments are con- 
concerned. In the specialty groups, you run all the way from 19 
percent reenlistment in the electronics specialties up to considerably 
above 90 percent in the stewards. This is indicative of the desire 
of private industry to have these highly trained, skilled electronics 
experts, so it is very difficult to keep them in the service. 

Mr. Scrivner. It is indicative of their desire to get out and get 
better pay. 

Secretary ANDERSON. That is right, sir. 

Mr. Scrivner. Which is a natural thing. 

Secretary ANDERSON. Surely. 

Mr. Scrivner. | do not know that you would want to discourage 
it, because you are not losing their skill entirely. 

Secretary ANDERSON. That is right. 

Mr. Scrivner. They are still around and are doing a good civilian 
job in the line of work for which they have been trained. It does put 
a pretty heavy training load on the services. 


COMBAT EFFECTIVENESS 


Mr. Ostertaa. Mr. Secretary, I have just one more point and that 
goes back to my original question. It relates to the combat military 
effectiveness of the "Navy. Is it fair to assume that your increased 
potential strength is primarily based on the expansion of air power 
rather than in any other field? 

Secretary ANpERSON. I believe, if you will allow me, I will ask 
Admiral Carney to reply to that. 

Admiral Carney. No, I think it is a general improvement in 
weapons and techniques. Antisubmarine, gunnery, guided missiles, 
and all are coming into the picture, as well as modernization of aircraft 
and air capability. There is also the increased number of new weapons 
available, special weapons. 

Mr. Osrertac. In other words, it is not air power alone but a 
combination of all activities and developments, am I correct in that 
assumption? 


! 
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Secretary ANDERSON. It is the improvement of the system, I would 
say. 
Mr. OstrertaGc. Modernization? 

Secretary ANDERSON. Yes, sir. 

Mr. OstertraGc. As you modernize do you find that manpower is 
less important by virtue of the mass strength, in relation to your former 
requirements, is that true? 

Admiral Carney. I do not think that in our service that will stand 
up very well, sir, because the Armed Forces of the Navy are so com- 
pletely technicai. The added complexity of these new weapons, 
which have greater power, takes men to maintain them. There are 
more demands on spare parts, and more overhaul problems. The 
logistic problems of a highly technical weapons system like this put a 
heavy drag on the manpower in the operating forces. 

Mr. OsrertaG. Thank you. That is all, 

Secretary ANDERSON. I would think that the complexity even 
emphasizes the manpower problem in some areas, which is the reason 
I was pointing up this electronics area, and the availability of men to 
really operate those pieces of highly complex gear is a reai problem. 

Mr. Osrertaa. Is that not why reenlistments are more important 
now than ever before? 

Secretary ANDERSON. Yes, sir; in that area particularly. 

Admiral Carney. That is a very critical thing, because it is expen- 
sive to retrain them and to maintain this very high technical level of 
training for those people. We simply do not have them in the fleet. 
That places a very heavy burden and a very serious problem on us 
with respect to maintaining this wonderful gear that we have. 

Secretary ANperson. Mr. Chairman, in that connection if I may 
I would like to say I think that nationally we have a real problem 
as we develop these more complex instruments and techniques, be- 
cause we are putting everincreasing demands on our overall educa- 
tional system. I think it behooves us as a nation of people, who 
think in terms other than just the immediate problem at hand, that 
we try to develop an educational system so that at the end of high 
school or at the end of 1 or 2 years of college it will give the graduates 
a greater capability than we have had in the past, because an enor- 
mous amount of their time does go into training. Of course, that 
makes the end product of the airman or the naval officer a very 


expensive thing. 
FRINGE BENEFITS FOR MILITARY MEN 


Mr. Under the heading of “Service morale,’ Mr. 
Secretary, I wonder if there could be inserted in the record a list of 
those so-called fringe benefits that have either been taken away or 
which you feel may be taken away and which, in your mind, bear on 
the enlisted man’s problem? 

Secretary ANDERSON. Yes, sir; we will prepare a list of those which 
are most frequently discussed by the people whom we come in 
contact with. 

(The information is as follows:) 

The items are: 


1. Dependents’ medical care. 
2. Reduction in allowance for movement of household goods, 
3. Commissary stores. 
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Ships service and PX stores 

. Quality of military housing for rental deducted. 

Low pay relative to cost of living. 

Subsistence allowance below cost of food. 

Sea- and foreign-duty pay. 

Threats of reducing incentive and hazardous-duty pay. 
10. Survivor benefits are discriminatory and inadequate. 


OPERATING AIRCRAFT 


Mr. Hruska. Mr. Secretary, your report shows 9,941 operating 
aircraft. As of what date was that? 

Secretary ANDERSON. That is the number which we plan to operate 
during the fiscal year 1955. That will be the number. 

Mr. Hruska. After the 1954 deliveries have been made? 

Secretary ANDERSON. Yes, sir; that will be the operating number of 
aircraft in the program. 

Mr. Hruska. You will have during fiscal year 1954 2,282 deliveries, 
you said a little bit ago. Will those be devoted to replacement for 
modernization purposes? 

Secretary ANDERSON. They will not all be for replacement. They 
will be replacement type for type. There will be an increased number 
of jet aircraft and an increased number of additional modernized air- 
craft. Some of them, of course, will be in the 9,941. Some of them 
will be in the logistic support which supports the total of 9,941 in 
operation. 

Mr. Hruska. What was the number of operating aircraft a year 
ago? 

Secretary ANDERSON. The same number. 

Mr. Hruska. You anticipate the same number next year, approxi- 
mately? 

Secretary ANDERSON. Yes. 

Mr. Hruska. It would be slightly less, if your 1,455 new aircraft 
funds are allowed, would it not? 

Secretary ANDERSON. No, sir; the number of operating aircraft will 
be the same. The number that I gave you, of 2,760, is the number 
which we will expect to have delivered. The 1,455 will be the num- 
ber that we would ask for future commitment to buy with 1955 funds. 

Mr. Hruska. Which will be delivered in 1956 and 1957? 

Secretary ANDERSON. Yes, sir. 

Mr. Hruska. However, you say that this number of aircraft, 1,455, 
is below the necessary number for maintaining a satisfactory ’ condi- 
tion of modernization. If that is true there will be a decrease in the 
number of operating aircraft, will there not? 

Secretary ANpeRsoN. Not in 1955. 

Mr. Hruska. No, but in the succeeding years. 

Secretary ANDERSON. In succeeding years we may have to increase 
the number of planes for the procurement program. 


MODERNIZATION OF AIRCRAFT 


Admiral Carney. We figure it takes between 2,100 and 2,200 air- 
craft per year with the force levels we contemplate to keep the Air 
Fstablishiment modernized. At present we are between 40 and 45 
percent modern. 

We figure that that situation is going to be improved almost 100 
percent as a result of the deliveries contemplated in 1955, based on 
the previous funding. It is a question of getting modernized, pri- 
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marily. There will be a lot of aircraft that will be retired as these 
new ones come in. 

Mr. Hruska. But what will that do to the total number of operating 
aircraft in the next 3 years? 

Admiral Carney. If we maintain the same level of forces in 1956 
I would forecast that we would aim to hold about the same level of 
operating aircraft. The logistic support may run between 3,100 and 
3,300 altogether. That is the total inventory, sir; of which 9,941 
would be the operating number. 

Mr. Hruska. The difference will lie in the higher modernization 
as of the end of that period? 

Admiral Carney. Yes, sir. 

Secretary ANDERSON. I am trying to get the inventory figure for 
you, too. 

Admiral CLexton. The total active inventory of the Navy at the 
end of 1954 is 13,285; and at the end of fiscal year 1955 it will be 
13,191. 

Mr. Hruska. That is all, Mr. Chairman. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Manon. Mr. Secretary, I have been very much pleased with 
your fine performance in your position as Secretary of the Navy. I 

ave been amazed at the quick and deep grasp which you have made 
of naval subjects. 

CARRIER PROGRAM 


I was wondering what the new Secretary of the Navy was going to 
do when the hierarchy of the Navy laid on his desk the suggestion that 
we ought to have a new carrier, a big carrier, in the 1955 Navy pro- 
giam. I would like to have your reactions to the pros and cons of 
the additional carrier, which I believe is in this budget. 

Secretary ANpERSON. Well, sir, the new carrier is simply an effort 
to give the highest type of capability to the type of new, modern air- 
planes which we are putting into the fleet. These new ships comin 
in are fast. ‘They are heavy. They carry much more ordnance an 
much more bombload. The aircraft require enormous additional 
quantities of fuel. 

We can convert ships of the Essex class, but there are definite 
limitations once a ship of any class has been laid down and has been 
operative. 

You can put on canted decks. There are some limitations on how 
much hydraulic capacity you can handle on your arresting gear. 
There are limitations on how much additional weight you can add to 
the flight deck. 

Most of the airplanes which are not now in the fleet, but which we 
expect to have in the fleet, will have additional weight, speed, landing, 
and takeoff problems. 

We feel that in order to give that kind of capability to the air arm 
of the Navy that we need to have the additional fourth carrier. 

I think sometimes unfortunately they have been referred to as 
supercarriers, on the basis that it is just something above and beyond 
what a normal carrier would be, but actually it is accommodating the 
aircraft carrier to all the demands of the aircraft that we both have 
and will have coming into the program. 
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Mr. Manon. It is the evolvement of the old carrier into a more 
modern carrier? 

Secretary ANDERSON. Yes, sir. We have in this program, however, 
a conversion of a Midway class carrier. That will handle most of 
the airplanes, but it will not give full operative ability of the kind we 
think we need unless we have these additional characteristics that we 
are building into the carrier of the Forrestal type. 

Mr. Manon. Have you given this subject long thought and con- 
sideration, Mr. Secretary? 

Secretary ANDeRsON. Yes, sir, I have, Congressman. I realize 
that they are costly. I realize that we are living in an age in which 
our enemy probably has greater capabilities than at any time before. 
But we always come back to the fact that if you are going to make the 
full use of and have the full striking power needed, that is made 
available to the Navy through the type of airplanes that we have and 
will acquire, we have to accommodate the carriers to give us that 
capability. 

Mr. Manon. You are thoroughly sold on the advisability of in- 
cluding in this budget the funds for the carrier? 

Secretary ANDERSON. Yes, I am, personally. 

Mr. Manon. I think it was perhaps my vote that kept the carrier 
out of the House version of the bill last year. It is not that 1 am 
unfriendly to the carrier program, for I believe in the carrier program. 
I think it was perhaps my vote that kept it in the final version of the 
bill in conference between the House and the Senate. 

I did think it was a question worthy of the very greatest scrutiny 
on the part of the military and the Congress. I believe it was this 
morning that I saw in the paper that there is some new and different 
designing for the Forrestal. Maybe that was yesterday. Anyway, 
there was some change, which indicates that changes are being made 
in our thinking as to what the new, big carriers ought to be like. 

One thing that has concerned me is: Should we have one of these 
carriers floating about in actual use before we go too far on this sort 
of a program? 

Secretary AnprERsON. Well, first addressing myself to the change 
in the present carrier, I think that was a determination which we 
made several months ago. At that time it was in the paper, but I 
think you have reference to an artist’s concept of 2 or 3 days ago. 
Originally when the Forrestal was laid down it was designed to have 
a flush-type deck on which there would be no fixed island struciure. 
That was because at that time we had not developed the canted deck. 

When we subsequently developed and put into the fleet the canted 
deck, we felt we could dispense with the rising and declining island 
and some of the other structures which would move up and dowa 
during operations, and go back to a fixed island and place a canted 
deck on the Forrestal. 

That was a savings of somewhere between $4 million and $6 million. 
I was trying to refresh my memory on it. 

It also cut out a good bit of tonnage and weight. 

We discussed that for quite some time before reaching that decision. 
Admiral Carney and I and all of us are fully aware of the fact that 
these vessels are tailormade. We are giving constant study as to 
the differences in certain design characteristics, so that while we talk 
about this as being a Forrestal carrier or of that class it would not 
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necessarily be a 100 percent repeat ship because we would try to 
tailor into it the best thinking and the best design and the best gear 
that we have developed between the time we lay it down and the time 
we finish it. 

Mr. Manon. ou think you have had enough experience now 
that you should go a rward on the fourth carrier? Is that not what 
you are asking for now? 

Secretary ANDERSON. Yes, sir; the fourth carrier. We think so. 
We think it is a sound and reasonable program. I can assure you it 
is one we have given a great deal of thought to. 


COST OF CARRIER 


Mr. Manon, What is the overall estimated approximate cost of 
the fourth carrier, including its armament? 

Secretary ANDERSON. Around $208 million, as I recall it. 

Mr. Manon. That would include the armament? 

Secretary ANDERSON. That would include the armament. 

Mr. Scrivner. Would that include the planes as well? 

Secretary ANDERSON. No, sir. 

Mr. Forp. Would the gentleman yield for an off-the-record ques- 
tion? 

Mr. Manon. Yes. 

(Discussion off the record.) 

Mr. Manon. Mr. Secretary, you as one who was reared on the 
windswept plains far from the water I am sure you have sought to be 
completely objective in your job as Secretary of the Navy. 

It has been my observation that people who grow up with the Navy 
are Navy partisans, more or less, nei they ought to be. It would 
not be possible for them to be otherwise. People who grow up with 
the Army are partisans for the Army, and people who grow up with 
the Air Force are partisans for the Air Force. 


VULNERABILITY OF CARRIER 


There are a lot of well-intentioned people who are not Air Force 
partisans who think that our carriers, big or little, would not last 
very long in an all-out slugfest between major powers in anythin 
like close proximity to the enemy country. other words, I thin 
I have heard it said in this room, maybe t is month or last month, by 
one individual, that he did not think a carrier could stay in the 
Mediterranean. very long in the case of an all-out conflict. 

I am not saying it could or could not. I think that would depend 
upon many factors. 

Have you weighed all those factors, or sought to, in connection 
with these problems? 

Secretary ANpeRsON. Yes, sir. We have had hours of discussion 
about them. Of course, if you start with the assumption that you 
have a carrier and there is ‘a weapon that is large enough and you 
drop it on the deck, we know what would happen to the carrier. 

On the other hand, here is a carrier task force that has a tremendous 
amount of fire power. It has as well the capability of delivering 
blows as well as receiving them, and just as powerful blows. It is a 
moving target. It is a target that can change its location at will. 
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I do not think that anybody could say, “Here is an instrumentality 
that is exempt from harm.” 

We realize the problem of dispersion, for example. I say ‘‘we.” 
I am not a military expert, but I have been over the studies of our 
planning of what we must do to recognize that there are bigger and 
more powerful weapons that might be thrown at us. 

You must remember that we have an awful lot of water on both 
sides of us. Even with the fourth carrier which we are now asking 
for, there would be only two carriers on either side of the United 
States. I am not sure that would be the place to deploy them, but 
that would be a measurement of capability. 

That is a measure of capability for all the airplanes that we have 
and look forward to, which can be operated under the maximum 
amount of operability. 

We are not trying to lay down a program here with this committee 
or with anybody else and say that “X is the number of carriers we 
ought to have and this is building toward it.’”? We are simply coming 
to take a look at it one vear at a time. 

We went into this very problem—Admiral Carney and his staff 
and I—debating the pros and cous of it for a very substantial period 
of time. Out of it has come this program of shipbuilding which 
we are proposing to the committee. To our minds it represents the 
best utilization of the taxpayers’ dollar to give the maximum effective- 
ness to the system of weapons that is involved. 

Mr. Scrivner. Off the record. 

(Discussion off the record.) 


RESEARCH AND DEVELOPMENT 


Mr. Manon. Have you gone very carefully into the funds in 
this bill for research and development; and, if you have, what were 
your conclusions? 

Secretary ANDERSON. Well, we did go very carefully into them. 
What we are trying to do is to maintain a relatively level program of 
research and development. 

As I remember it, there is some $10 million less in this program than 
last year, but, again, that is an area in which we are examining every- 
thing very carefully to be sure that we are doing the right things and 
that we are working on the programs which offer the greatest amount 
of promise. 


FRINGE BENEFITS FOR MILITARY PERSONNEL 


Mr. Manon. You are, of course, a civilian, Mr. Secretary. You 
recognize that military people want all the advantages and preroga- 
tives that they may be entitled to, and they may be somewhat preju- 
diced toward their own points of view. The farmer wants his rights 
and the laboring man, and even some Congressmen. 

Has this business of fringe benefits and the matter of damage done 
to morale by reason of the fact that Congress has been in a mimor way 
pecking away at these fringe benefits really done any harm, to speak 
of, or is it mostly propaganda? 

Secretary ANDERSON. Well, it would be difficult if not impossible 
to say what the exact evaluation is. The thing that really concerns 
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me is that not enough of the people whom we are graduating out of 
the Academies, who are coming into the service from some of our better 
schools, to take highly specialized training that the Navy will give 
them, are making the choice of giving their whole career to the naval 
service, 

Mr. Scrivner. A lot of them never intended to. 

Secretary ANDERSON. A good many of them; perhaps that is correct. 

To measure out what effect each one of these little things has I do 
oe think we could do. I simply pointed it out as being one of the 
actors. 

As I intimated awhile ago, I think the commanding officer himself 
has an enormous amount of influence on that. There is the respect 
that the officers have for him which is involved. The people that 
we have running these institutions where we are training people are 
important. The people who talk to the youngster when he does 
make up his mind are important. 

I could not, for example, sit down and tell a young graduate of 
Annapolis who had done his obligated years of service and who had 
maybe taken some additional postgraduate work, “If you stick here 
in the Navy you will have a more comfortable home and an easier 
life and make more money than you would if you get on the outside,”’ 
because he is highly trained for industrial capabilities, and the 
probabilities are he could earn more outside. 

So I think it is something above and beyond that. You have to 
instill in him the desire to give his life to the naval career. I think 
it is an effort that we all have to make. 

Admiral Carney and I have talked at length about the obligation 
that we have to get the right commanding officers in the right places 
and to instill in them the desire or wish I mention. 

But I do think that all of these things have a bearing upon the 
selection of a career in the Navy or in the armed services. I am not 
talking about the Navy just as such. 

Mr. Manon. Of course, the fact that we have had a high level of 
we Ue employment outside of the Armed Forces in recent years 

as had something to do with it. 

Secretary ANDERSON. That is right. 

Mr. Manon. A man who is proud of his job and feels that others 
feel his job is one of importance and significance is in a better posi- 
tion, of course. 

Secretary ANDERSON. That is correct. 

Mr. Manon. Of course it is too often true in the press that the 
critics have lambasted our military people as a group of numbskulls 
who did not know how to run the Navy or the Army or the Air Force 
and who had no business sense. They have been lambasted and ridi- 
culed a great deal. I think that has done more to make men less 
proud of their military careers and to incline them toward other fields 
than the withdrawal of a few fringe benefits. Of course, I know some 
criticism has been justified. 

To tell the truth, I have not favored the withdrawal of these fringe 
benefits, and do not now. It does not hurt anybody else very much, 
but it helps the military forces a lot. 

Secretary ANDERSON. That is right. 

Mr. Manon. It is a question of concern, because we need career 
people and not short-term enlistees in the Armed Forces. 

Mr. Scrivner. Let me interject something here. 

Mr. Manon. Surely. 


27 


Mr. Scrivner. Any time that I name a young man to any of the 
Academies he tells me that he is doing it because he is going to make 
the mihtary a career. If | should find by chance that he is merely 
going there to get an education at the expense of the taxpayers and 
that as soon as it is possible for him to do so he will get out and use 
that tax-paid education to further his own interests I do not name him 
to the appointment. 

Secretary ANDERSON. That is of some help. 

Mr. Manon. Off the record. 

(Discussion off the record.) 


COMMENTS ON INSPECTION TRIP 


Mr. Suepparp. | want to say this at the beginning of my comments, 
Mr. Secretary, Admiral Carney and the rest of you gentlemen in the 
policymaking category of the Navy, that on a recent trip that I made 
over the continental United States at which time I covered a large 
number of Army, Air Force, Navy, and Marine Corps bases, I was 
particularly impressed with the rapidity with which the naval person- 
nel responded to my inquiries. 

Over in my office 1 have just exactly 3,220 pages of reports that 
came from the collective operations. The information was readily 
obtainable, and I was particularly interested in the results of our 
modernization concept of the inventory and warehousing operations. 

With the exception of 1 staticn that I visited, I asked an average 
of 7 questions about the different types of material that were in ware- 
houses—its inventory position as compared to its position 30 days 
prior. The answers to my questions were immediate, which was 
indicative of the fact that the men in the field were pretty much 
abreast of their inventories through the entire operation. I think 
that is a very splendid improvement. 

How long it takes for the field reports to get into the centralized 
bureau here in Washington, is, of course, an administrative problem, 
and I presume that there will be created a hiatus of some 30 or 40 
days, or perhaps more. I do not know about that at the moment. 

ut in geveral I found the installations in pretty good shape and 
the men very responsive and with the information at their fingertips. 
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PROCUREMENT AT LOCAL LEVEL 


There is one thing that I would like to ask you about. I think 
it is somewhat of an innovation wherein you are now deviating from 
the so-called central service procurement policy and permitting 
procurement on station levels to a greater degree than I think here- 
tofore prevailed. 

I do not know where you have drawn the line of demarcation 
volumewise in that concept, but it does appear to me that there is a 
possibility by that delegation of function that you might lose whatever 
value you had in what I call bulk procurement. Particularly does 
that apply when you can buy in bulk commodities in accordance 
with your requirements. Have you been operating in this field long 
enough to have a background of experience so you can tell whether 
or not it is effecting the savings that you want procurementwise? 

Secretary AnpERSON. Well, the items which are normally bought 
at the station level are usually items costing $100 or less. 

Mr. Suepparp. I see. 


Secretary AnpERSON. For the most part, even though they would 
be procurable by volume and perhaps less than you would be paying 
retail at one of those stations. nevertheless, the volume of work in 
handling, transportation, rebandling and all, we think would add up 
to more than allowing the purchases to be made at the field level. 

Mr. Suepparp. In other words, by the elimination of warehousing 
costs, handling costs, bookkeeping costs, and so on, you figure you are 
actually achieving savings by procuring in that fashion? 

Secretary ANpERSON. That is correct. 

We try to carefully control it so the common-use items we do 
find from. experience we can buy and save money on in bulk are not 
included in the category procurable at the field level. 

Mr. Suepparp. I think that is a reasonable assumption. It is safe 
to assume in the operation in that field that in approximately 2 years 
we will have an experience which will indicate clearly whether there 
is a difference in the cost of operation or not. 

Secretary Anperson. I think so. 


REENLISTMENT INDUCEMENTS 


Mr. SuepparpD. With reference to the manpower that the armed 
services are losing, and addressing myself to the Navy at the moment, 
what is the estimate that you have—and I know this is a variable 
situation—of the cost of getting your men into the service and train- 
ing them to be eftective? What figure can you give me? 

Secretary ANDERSON. Let me see if I understand the question. 

Mr. Suepparp. You want X body in the Navy, and to train X 
body to be a functional factor on board ship, you make a certain 
investment in that man until he becomes proficient in the duties that 
you assign him; is that correct? 

Secretary ANDERSON. Yes. 

Admiral Carney. Let us take the man up to a nonrated level. 

Mr. Suepparp. What I am trying to arrive at is this: Private 
business figures that it costs so much to train a man to do a certain 
job with mechanical devices that require certain skills, and I am 
assuming there is the same cost within the armed services, particularly 
in the Navy, because of your technical requirements. 

The other thing in my mind is, you discharge a man, or he leaves 
the service, and he is offered a financial inducement to reenlist, is he 
not? 

Secretary ANDERSON. Yes. 

Mr. SuHepparp. What is the limitation on the inducement for 
reenlistment? 

Secretary ANpERson. About $300. 

Mr. Suepparp. Is it not obvious that the cost of getting that man 
into the service and training him to the effectiveness you require of 
him far overshadows the $300? 

Secretary AnpERsON. Yes. I think to answer your question I would 
have to have some time to make a distinction between what it takes 
to train a man to be an electronics man and what it takes to train a 
man to be a seamen. It would be entirely different. 

Admiral Carney. To make him as proficient as a nonrated man, 
and then up above that is an entirely different level. 

Secretary ANprrson. If it is agreeable we will make such a study. 
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Mr. SHEPPARD. | do not want to burden you, but there is certainly 
a premise here for analyzing the proper procedure for keeping the men 
in the service. 

Admiral Carney. That is correct. 

Mr. SHepparp. It is resolving into the morale aspect, which means 
leadership and fringe benefits, and so forth. To me that is a con- 
tributing factor, but not the total factor. 

My reason for reaching the conclusion is that at five different bases 
that I went to men who had been in the service had left the service, 
gone to a private operation, and then that particular industry had 
sent them right back as a representative from industry; they were 
right back at the same station with an increase in salary. I do not 
know the increase in dollars and cents because | did not pry into the 
civilian’s business to that extent, but I was told by the command that 
it was a big difference. 

One of the fellows said to me, “You cannot expect us to hold men 
in that category when you have the competitive payment factor over 
on the other side.” 

Admiral Carney. In the electronics field it is more critical than 
anywhere else, and we have a low rate of reenlistment at the moment. 
People going through the Great Lakes course have the equivalent of 
about 2 years in the finest technical college training. After they go 
back and have some practical experience in maintenance, many of 
those people are going outside and getting from $8,000 to $11,000 
right off the bat. Many of them do come back because of their 
familiarity with the equipment that we have. They come back as 
company representatives to assist in the maintenance and overhauls 
and checkups. 

Mr. SHerparp. To the degree that that prevails we are subsidizing 
that particular individual, is that not so, because we are losing his 
services after he has reached a peak of achievement? 


OBLIGATED SERVICE 


Mr. Scrivner. I thought that you had some requirement that 
when you sent them to these schools they had to serve so long in order 
that we could get a return. 

Admiral Carney. We do not send them to school unless they have 
a certain amount of obligated service. We have to train some of the 
first-cruise people in electronics business because of the tremendous 
increase in electronics equipment. 

Mr. Scrivner. Do you not require them to serve some time longer 
after they complete their courses so you will know that you are not 
wasting your money on them? 

Secretary ANpeRSON. There are two categories. With regard to 
the enlisted people, we try to screen them out so we will not send them 
unless they have obligated service. If you are going to give an officer 
postgraduate training, then you require him to sign up for 2 years of 
service for 1 year of training. 


FRINGE BENEFITS FOR MILITARY PERSONNEL 


Mr. Suepparp. In talking with a lot of men that I was privileged to 
talk with, there was considerable stress put upon the fringe benefits. 
Here is what some of the men thought about it: ‘We feel that when 
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we entered into the service, at least morally, if not literally, there was 
a contract signed between ourselve and the Federal Government under 
which we had certain benefits.” And they refer to the commissaries, 
the ship stores, and I think particular stress was laid on the dependency 
hospitalization programs. In other words, there was a general concept 
there that was clearly expressed in all the conferences that I had with 
them, and the majority of the men felt very keen about it, and justly 


There is a place where you can save money, and there is another 
place where, frankly, it is penny-wise and pound-foolish. In my 
opinion, that particular aspect of our operation requires a lot of serious 
study on the part of the policymakers in our respective military 
services. I think there is a program there that is challenging and 
something has to be done about it. 

Secretary ANpERsON. I agree with you. 

Mr. Suuprarp. I think that you people in the Navy, to be very 
fraok, have beea very fortunate. You have not suffered the loss of 
manpower on the reenlistment basis that some of the other branches 
of the services have. I think that is more or less indicated by several 
poe on the west coast, and some places on the east coast, too. 

oung men are wanting to get into the service, you have a waiting 
list, and they cannot get in. That does not prevail all over the 
United States. That happens to be so with respect to the Navy to 
a much greater degree than the other branches of the service, although 
I think the Air Force is fairly close to you in that respect. All of 
those things contribute to a total picture that is very interesting and 
quite challenging. 

CARRIERS 


With reference to comments about the large carrier, I have been 
consistently interested in the development of those large carriers 
because I have felt that the advancement, scientifically, in planes we 
ordinarily would use on carriers was cleatly evidencing the fact that 
larger carriers are necessary if we are going to have that type of plane 
operation. There has been nothing produced so far that would chauge 
my opinion about that. 

Relative to the possibility of destroying a carrier as compared with 
that of a land base, I think it is generally conceded that if you had a 
direct hit on a carrier it would have a devastating effect, particularly 
with the modern-day explosives, but in the same breath, if you took 
the same potential destructive power and dropped it on a land base, 
you would likely do a lot of devastation there too; is that not true? 

Secretary ANDERSON. Yes. 

Mr. SHerpparp. At least you do have the benefit of having an ob- 
ject that is of a maneuverable character compared to one of a per- 
manent, fixed type. 

Perhaps from a formation point of view, it looks like there is a greater 
mass of protection around a carrier than might prevail around a land 
base. I am wondering, Admiral, if you care to advise me on that. 
What is the proportionate protection of a land base compared to a 
carrier, meaning now that we have an equal interest in preserving 
both of them? 

Admiral Carney. The firepower that we can place around a carrier 
is far greater than the firepower that can possibly be placed around a 
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single land objective, just by reason of the amount of antiaircraft 
equipment available. I think the ordinary task group that we have 
compared to the entire antiaircraft firepower that they had around 
Malta at the height of the war. 

We had more firepower in the Third Fleet than they had in Great 
Britain. That has been increased by the effectiveness of weapons and 
will be further increased by the introduction of surface to air missiles 
which are coming into the picture, so it would be impossible to place 
that much firepower—you could not assemble it; you could not fire it-— 
around a land base. That is why we feel without minimizing the dan- 
ger of the possibility of an attack we are able to give a far better ac- 
count of ourselves than any other comparable base installation. 

Mr. Suepparp. I may be leading with my chin here on this ques- 
tion, but I have never had this information supplied to me, and I am 
wondering during the complete operations of World War II, taking 
our land-based operations, planewise, and that of our Navy flattops, 
how many of the land bases were destroyed as against the flattops? 

Admiral Carney. I would not know how to answer that. We did 
not lose any of the flattops by direct attack. 

Mr. Suupparp. We did have quite a number of our stationary air- 
fields put out of commission, did we not? 

Admiral Carnry. You mean our own airfields? 

Mr. Suepparp. Those we were operating from in the South Pacific 
and over Europe. 

Admiral Carnry. You cannot destroy the ground it is on, but you 
can put them out of business, which we frequently did to the other 
fellow. I would not know how to answer your question. 

Mr. Suepparp. In other words, there are no statistics, or thinking 
in that field, that would give us any idea so that we could make a 
comparison. 

RADAR BFFECTIVENESS 


Mr. OstertaG. May I interrupt? Admiral, right along that line, 
is there any difference in radar effectiveness from the sea as compared 
with the land? 

Admiral Carney. Generally, the reception is better at sea. Under 
conditions where you are free of land masses and other interference, 
you have a complete scanning without interruption, which is better. 

e also have some capability against low-level attack at sea, which 
is very difficult on land. 

Mr. OstertaGc. Then it is reasonable to assume that as far as 
detection is concerned, and as development takes place generally, the 

rotection by radar of a carrier would be just as great as that of a 
and base? 

Admiral Carney. Yes. I think it is comparable because the 
formation itself has radar picket organizations. As Admiral Solomons 
has just reminded me, we also have air early-warning planes. 

Mr. SuHeprparp. You have also perfected, or are in the process of 
perfecting, underwater sound detection to a greater degree than you 
had in World War II. 

Admiral Carney. It has improved considerably. 

Mr. SuHeprarp. It is generally conceded and literally reported that 
we expect to get more defense for our dollar than we have had hereto- 
fore. I am in complete accord with that possibility and I hope it is 
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achieved. I can only assume that the carrier being in here was put 
in here on the same premise as all other instruments of military 
requirements incorporated in the present budget? Is that a correct 
assumption, you are actually getting more for your dollar defensewise 
by putting the carrier in than you would by leaving it out? 

Secretary ANDERSON. We think so. 

Admiral Carney. That is not just unilateral. This program has 
the blessing of the Joint Chiefs of Staff and the Secretary of Defense 
also. It is not just a unilateral Navy position. 

Mr. Suepparp. In other words, the budget as represented by the 
Navy, and which we are presently discussing, has cleared all the 
channels necessary in order for it to be available for presentation? 

Admiral Carney. That is correct. 

Secretary ANpreRson. I want to be sure that Admiral Carney’s 
point is understood. It is not the budget as such, but the shipbuilding 
program has the approval of the Joint Chiefs of Staff. 

Mr. SHeEpparD. It is a contribution to the total military program as 
strategy permits to prevail at the moment? 

Secretary ANDERSON. Yes. 

Admiral Carney. It is a contribution to the total national military 
strategy. 

FUNDS RETURNED TO THE TREASURY 


Mr. Suepparp. One final point of discussion. Again in my dis- 
cussions with the different localities, I asked each one of them what 
their local income was from any and all sources, whether from sub- 
leasing and in some instances waterpower, and so forth. The accumu- 
lation of dollars after an analysis of the reports is rather interesting. 
I have discussed this tentatively with your budget officers previously, 
but have not had an opportunity to discuss it with other branches of 
the military services, but I often wonder why there is reluctance on 
the part of you gentlemen to include in your budget presentation your 
income from all sources in order that your budget may have a more 
clarified perspective when we are sitting here at the table reviewing it. 
In other words, we find you have had appropriated funds in X dollars 
and then when you come back in the succeeding year you tell us you 
have left so much unobligated and unexpended funds, but so far I 
have always failed to find you have given yourselves credit for any 
moneys that have returned to the Treasury. 

In order to have a true picture of that, I wonder why there is 
reluctance on the part of the military to incorporate something that 
might redound to their credit. Would it require so much bookkeeping 
that it would be prohibitive? 

Admiral CLexton. We are accumulating that now. We can put it 
in the record at this point if you wish. 

Mr. Suepparp. If you do not have it available now, you will have 
it available when we go into the details of the bill? 

Secretary ANDERSON. Yes. We will get the accumulation for you. 

Admiral Sotomons. In the area of scrap sales and so on, there is a 
quarterly report to the committee of the-amount of those sales and 
what has been realized from the sales. 

Mr. Suepparp. You say there is a quarterly report? 

Admiral Sotomons. It comes to the committee every quarter. 
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Mr. Sueprarp. Where is that kept? ‘That is the first time that I 
ever heard of a quarterly report of that character. Does it cover all 
sources of income? 

Admiral So.omons. That particular one is for the sale of scrap. 
If we sell utility services or something of that kind, that is a collection 
and is the equivalent of a reimbursement to the Government. 

Secretary ANDERSON. We will have to accumulate all those in these 
reports. 

(The following was subsequently furnished the committee: ) 

The amount turned into the Treasury in miscellaneous receipts in fiscal year 
1953 was $59,332,380. 

Mr. SHeprarp. That is what I have in mind. When vou said that 
you had furnished a quarterly repoct, | did not know of that. 

There is no further inquiry. 


TRANSFER OF MILITARY PERSONNEL 


Mr. Scrivner. I would like to bring up two things. One arose 
from one of Mr. Sheppard’s statements or questions. I, too, talked 
to a lot of military men, but the biggest beef I had was the fact they 
were being shifted from place to place so rapidly there was no chance 
to settle down, and at no time did those men ever squawk about 
commissaries, PX’s, ship stores or anything else generally referred to 
as fringe benefits, or the fact that while the shooting war was on we 
would not let them voluntarily retire to go into private industry. 
They were complaining about the fact that they had to pick up and 
break up their families, move their stuff—one of them 5 times in 3% 

ears. They said that we could offer them anything under the sun. 

hey said in effect, “The hell with it.”” I have never seen that dis- 
cussed in any of these papers or studies that have been talked about— 
fringe benefits. That is a matter of administration. 

Admiral Carney. We feel we have a responsibility. I do not 
subscribe that these matters of ill fortune have all been thrust upon us. 
There are things we can do; there are things that the Department of 
Defense can do, and there is some relief possibly that we can only get 
from the Congress. 

This business of instability of personnel, to my mind, may be the 
most critical of all the factors. I have just concluded a survey. IL 
sent one of my trusted trainers out into the field. He interviewed 
some 200 officers and all the commanders, and many other people 
besides, investigating the fundamental readiness of the fleet. The 
readiness of the fleet hinges more on its personnel than on any other 
thing. Without stability and top level performance of personnel the 
readiness does not amount to anything. That question of schedules 
which allows no permanence for personnel planning and the imper- 
manence of stationing the people on board ships, have come up as 
the two most important personnel factors in this readiness business. 

This report that I have just gotten, I have completed an analysis of 
it myself. 

Mr. Scrivner. The men brought up the fact that they would like 
to raise their families in a stable way, but here their children are moving 
from school to school. The women would say, “We are through. 
We want to have some place we can call our home and settle down 
and raise our family in a normal way.” 


lis- 
rat 
ib- 
ig. 
ly, 
of 
on 
ur 
re | 
it. 
rs | 

I 
LV 
is 
ut 
ig 
it 
e 
a 


34 


That is not as nearly possible now as it used to be because we have 
military forces in 49 or 50 countries in the world. Conditions are 
changing, but even so some of the frequent shifts some of these people 
are undergoing seem unreasonable to me, and I do not blame them for 
complaining. This committee has complained about it for some 
years. 

Admiral Carney. I think that you are quite right. I think that is 
our responsibility. 

Mr. Scrivner. That is administration. 

Admiral Carney. That is in our own house. There are some 
problems that we cannot lick. 

Mr. Scrivner. That is just one element of the service. You will 
find a few people that like to live perhaps like the Members of Congress 
do, like gypsies moving back and forth frequently. We live out of a 
suitcase practically, but that is a part of the occupational hazard. 


CARRIER PROGRAM COSTS 


The other question that has always been in my mind is this: In 
discussing the supercarrier, we were told that the cost would be $208 
million, which did not include the planes. Now, to get the entire 
picture we have to have more than just the skeleton or hull of the 
craft itself; we bave to have what goes with it. 

What is going to be the total cost fully equipped? 

Admiral Carney. I cannot give you that. 

Mr. Scrivner. Why? 

Admiral Carney. Because an airbase, as such, is a base for the 
operation of whatever type of aircraft is required to operate from it. 

Mr. Scrivner. You have a pretty good idea of how many planes 
you will have on board and what they will cost. 

Admiral Carney. I think that you would have to break that down 
to the total inventory. We can say what it costs to set up an air 

roup. 
, Mr. Scrivner. You are not going to send it out without planes. 

Admiral Carney. No, sir. 

Mr. Scrivner. And they are going to be newer and bigger planes? 

Admiral Carney. Yes. 

Mr. Scrivner, So you must know what type they are going to be. 

Admiral Carney. I can say we would have a certain complement 
of aircraft in the air group. 

Mr. Scrivner. Now, you go one step further, and you certainly 
are not going to send one of these by carriers out alone, so you are 
going to have a carrier force which is going to take quite a large 
number of vessels, so you will be able to put up as much anti-aircraft 
fire as you say you can put up. So to get a complete picture of what 
the ultimate cost is going to be, not for just the carrier itself, we must 
have or should have everything that goes with it. You are going to 
have quite an array of ships around it. You are not going to send 
it out alone. 

Admiral Carney. Those ships can perform various functions. 
They are not going to be assigned permanently to the task force. 
They are ships levne a very high degree of versatility. 
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Mr. Scrivner. I appreciate that, but once you set out you are going 
to send carrier X to the Mediterranean or Far East, you are not going 
to send it alone. 

Secretary ANpreRsoN. That is right. 

Mr. Scrivner. It has to have accompanying vessels. 

Admiral Carney. What we actually send is not a carrier per se but 
a force or a fleet doing various jobs. 

Mr. Scrivner. That is what I was talking about, what has to go 
with it. And once those ships are assigned to that carrier task, they 
are not available for any other errand or assignment. I would like 
to request at this time in connection with this carrier a statement 
showing what auxiliary vessels go with it and what makes up one of 
the big air carrier task forces. 

Admiral Carney. We can always give you that. I say, what we 
have in the Mediterranean is a fleet, and that fleet is composed of 
carriers, bombardment type, amphibious type, antisubmarine and 
various other things. Each one of them has a certain capability. 

Mr. Scrivner. That is right. 

Admiral Carney. They are not all related to the carrier exclusively. 
The carrier has a job in the overall fleet task, but the whole business 
is not tied down to the carrier, and you cannot say this whole fleet is a 
part of a carrier slice as the Army would say, and charge the whole 
thing up to the carrier 

Mr. Scrivner. No, but it all goes together. 

Admiral Carney. It is a system. 

Mr. Scrivner. Centered right around the carrier. 

Admiral Carney. Not exclusively, no, sir. 

Mr. Manon. Do you intend to include ground installations and so 
forth? 

Mr. Scrivner. The Air Force does. 

Mr. Manon. How would you ever get to the compilation, one that 
would be meaningful? 

Mr. Scrivner. Whenever you talk about the airbase, you are talk- 
ing about everything there and everything that goes with it. 

Admiral Carney. This question has been raised on several occa- 
sions. It is related to something, but it is difficult for me to find out 
what it is related to. If you were to take a bomb wing, do you caleu- 
late all the airfields in the world from which that bomb wing can 
operate as a part of the bomb wing slice? 

Mr. Scrivner. No. You would not with your carrier either, and 
your planes are not going to operate from all carriers. They will be 
assigned to that one carrier. 

Admiral Carney. They can operate from more than one. 

Mr. Scrivner. Normally they are going to be assigned to that one 
carrier. They are not going to be jumping back and forth from one 
carrier to another. 

Admiral Carney. They can operate from spare decks. 

Mr. Scrivner. You will have them replaced with others, as such 
planes leave that carrier. 

Admiral Carnny. Yes. 

The point that I was making, sir, is that the operation of a fleet is 
not salalatieh to this one particular carrier. 


Mr. Scrivner. Perhaps I did not make my point clear. 
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The cost of the carrier is not the only cost involved in this program. 

Admiral Carney. No. 

Mr. Scrivner. There is more that goes with it. 

Admiral Carney. We are building a fleet to maintain control of 
the seas. 

Mr. Scrivner. That is what I am talking about, the fleet that 
goes with it. It is not all tied down to that one carrier. 

Admiral Carney. The fleet itself is composed of many types of 
vessels. 

Mr. Scrivner. Without the other vessels, the carrier does not 
have the value which they give it. In other words, it cannot operate 
solo, can it? 

Admiral Carney. It would not. 

Mr. Scrivner. I do not think that you would ever do it that way. 
I would not want to send anything out like that alone. 

Admiral Carney. It would not make any sense. 

Mr. Scrivner. You have to have other operating ships with it. 

Admiral Carney. There will be times when that carrier is not 
operating, but the other ships that accompany it on a mission will 
have other things to do. You could not charge the whole cost to 
the carrier. 

Mr. Scrivner. I would not want to see all the rest of the ships 
tied up because the carrier was tied up. 

Admiral Carney. For instance, there is an operation that does not 
involve carriers. ‘These other ships are in that. Some part of their 
cost is chargeable to some other mission, if you try to reduce it to a 
dollar basis. 

Mr. Scrivner. That is all. 

Mr. WicGLteswortn. We thank you very much, Mr. Secretary. 


Wepnespbay, Fresrvuary 10, 1954. 


Mr. Wicc.Lesworrtu. The subcommittee will come to order. 
We are glad to have with us this morning Admiral Carney, the 
Chief of Naval Operations. 


RECORD OF ADMIRAL CARNEY 


Without objection we will reinsert at this point in the record the 
statement of his outstanding record, which was furnished the com- 
mittee by Secretary Wilson. 

(The statement follows:) 


Ap. Rosert B. Carney, Unirep States Navy 


Admiral Carney was born in California and graduated from the Naval Academy 
in 1912. He served in the Atlantic Fleet during World War I and with destroyer 
forces in both the Atlantic and Pacific Fleets until 1923. He was instructor in 
navigation at the Naval Academy until May 1925 when he returned to sea duty 
with the battleship Mississippi. From September 1926 until June 1928 he had 
staff duty with commander, battleship divisions, and commander in chief, battle 
fleet, successively. 

After a tour in the Division of Fleet Training, Office of the Chief of Naval 
Operations, Navy Department, he spent 3 years afloat as gunnery officer of the 
U.S. 8S. Cincinnati. Following that assignment, he served as commanding officer 
of the receiving station, Navy Yard, Washington, D. C., and in July 1935 assumed 
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command of the U. 8. S. Buchanan. From August 1938 to June 1940, he was 
assigned to the Shore Establishments Division, Office of the Assistant Secretary 
of the Navy, and assisted in the general coordination of the Navy’s small craft 
program. Following that assignment, he was executive officer of the U. 8. S. 
California. 

From March 1941 until September 1942 he was with the Atlantic Fleet ending 
up this tour as Chief of Staff Commander, Support Force. After assisting in 
fitting out the U.S. 8. Denver, he commanded her until July 1943 and received the 
Legion of Merit for his outstancing work in this command. He served as chief 
of staff and aide to commander, South Pacific Area and South Pacifie Force, 
from July 1943 to June 1945 and received a number of awards and citations for 
his distinguished service. 

He became Assistant Chief of Naval Operations (Logistics) in February 1946 
and assumed the duties of Deputy Chief of Naval Operations (Logistics) with 
the rank of vice admiral in June 1946. In March 1950 he took command of the 
Second Fleet and in August was designated commander in chief, United States 
Naval Forces, Eastern Atlantic and Mediterranean, with the accompanying rank 
of admiral. 

In June 1952 he became commander in chief, Allied Forces, Southern Europe, 
and commander, Allied Naval Forces, Southern Europe. He was confirmed by 
the Senate for the post of Chief of Naval Operations in June 1953 and assumed 
the duties of that office on 17 August 1953. 

Mr. WicG.ieswortn. Admiral, you have a statement for the com- 


mittee, 1 believe, and we would be glad to hear it at this time. 


GENERAL STATEMENT OF CHIEF OF NAVAL OPERATIONS 


Admiral Carney. Mr. Chairman and members of the committee, 
this is my first appearance before you as Chief of Naval Operations. 
I want to take this opportunity to express my pleasure in being here, 
and for the privilege of coming before you to discuss the plans of the 
Navy for fiscal year 1955. At the outset, | want to assure you of our 
earnest desire to cooperate wherever and whenever we may be helpful 
in presenting our programs or in clarifying any points on which you 
may wish additional information. 

As you gentlemen are well aware, world conditions change rapidly 
and constantly. The Navy is conscious of these changes, and we try 
to anticipate them, and be prepared to meet them. And it is our 
planning responsibility to prepare programs necessary to provide a 
Navy eapable of meeting the Nation’s requirements for command of 
the seas at the least possible cost. 

The Navy, as you gentlemen well know, is built around a very com- 
plex concept. It is not a weapon; it is rather a system, using any and 
all kinds of weapons and many kinds of tactics to perform an overall 
function. Its business is to control the seas, in order that we and our 
allies may use them for our own purposes, and deny their use to the 
enemy. The Navy is an essential instrument by which we are able 
to project our military strength overseas, and if the Navy performs 
its mission properly, the United States is the better able to carry our 
war efforts to our enemies. It ensures the inflow of raw materials to 
sustain our own war effort, and the delivery of finished goods to our 
own forces and to our allies. It is a cardinal principle that the United 
States must have allies. For alliances to be to our mutual advantage 
we must have access to one another. This access, insofar as material 
support is concerned, can be had only by sea. An effective Navy 
makes possible a flexible national strategy, and gives us added ability 
to retaliate at times and places of our own choosing. It provides an 
important means of seizing the strategic initiative from an aggressor, 
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even in adversity. We cannot take it for granted that the advantages 
I have just listed will automatically accrue to us. They will be con- 
tested in every way and form that our probable enemy can contrive. 
They must be vigorously fought for. 

Many have an imperfect understanding of seapower, its uses, and 
potentialities. I will not presume on your time to discuss the many 
facets of this subject. But to put it briefly—if you have seapower 
there are a great many things that you can do with it; if you don’t 
have it, you are forced to stay at home, and leave it to others to benefit 
by the strategic, economic, and political advantages conferred by the 
use and control of the sea. 

Throughout the past months you have heard and read much of the 
‘new look” at the Defense Establishment. You have been told of the 
new policies which control the composition of the armed services. 
You have been advised of major changes downward in military per- 
sonnel numbers and in combatant units of the Army, Navy, and 
Marine Corps. The Navy understands and accepts these changes and 
will do its utmost to assure the effective accomplishment of its mission. 
Our plans for the future, as always, reflect our efforts to support the 
national policies. 

To avoid any misunderstanding, I want to point out that the shift 
of emphasis within the military concept has in no way altered the 
roles and missions of the services. Each is still responsible for the 
accomplishment of its fundamental assigned mission. The Navy con- 
tinues to be responsible for maintaining control of the sea, and the 
importance of that task continues undiminished, especially since the 
Soviet Union manifests increasing interest in seapower. Our ability 
to project our armed strength overseas and to sustain and operate 
our overseas bases depends entirely upon the ability of the Navy to 
do its job. It is our purpose to maintain strength in being, forces 
readily available, and thoroughly trained; a strength which is ade- 
quate to initiate, in the event of war, the things necessary in support 
of our worldwide commitments, and also to provide a basis for ex- 
pansion should our efforts to maintain peace be unsuccessful. 

Much thought and critical self-analysis have gone into the prepara- 
tion of our plans and programs, which seek to provide our naval 
strength with the maximum mobility, versatility, and flexibility. 
Mobility enables us to make a major military effort in one area, and 
at the same time be capable of redeploying promptly to another. 
It enables us to concentrate superior strength in critical areas more 
quickly. Versatility enables naval forces to perform many different 
functions. For example, a radar picket vessel may perform air early 
warning services for continental defense, provide antiaircraft or anti- 
submarine protection. Flexibility enables our fleet units to form 
antisubmarine forces, tactical air forces, or to accomplish a diplomatic 
mission, all with the same ships and the same pene. These principles 
are very important. They are important because they permit the 


Navy to serve as a major instrument of our foreign policy, and at 
the same time enables it to exploit its ability to effect concentration 
and surprise in combat. 

In fiscal year 1955, the Navy must maintain an effective, efficient 
fighting force, at the same time reducing the size of its active fleet 
and the supporting establishment. The latter does not signal any 
symptoms of paralysis such as accompanied the precipitate demobiliza- 
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tion following World War II. Our plan is to achieve the reductions 
in an orderly fashion. We shall continue our emphasis on improve- 
ment in combat quality. I wish to emphasize that whereas we plan 
to inactivate certain units of the active fleet, we do not plan any 
reduction in the effectiveness of our air arm, Navy or Marine. We 
shall continue to operate in fiscal year 1955 the same number of 
aircraft as we have this fiscal year—9,941. We plan to maintain our 
heavy emphasis on antisubmarine and mine warfare. Continental 
defense, including harbor defense, is receiving increased attention. 
The philosophy here is one of retaining retaliatory power, and only 
laying up those types which can be quickly recommissioned and 
which do not impair such vital responsibilities as antisubmarine 
warfare. 

The funds requested by the Navy for fiscal year 1955 are to maintain 
and operate an active fleet comprising, at the year end, 1,080 ships, 
9,941 operating aircraft, and a Navy personnel active-duty strength 
of 682,000 officers and enlisted personnel. Three Marine divisions 
and three Marine air wings will be maintained within an end strength 
of 215,005 active duty Marine Corps personnel. 

No changes in areas of deployment of forces are planned for fiscal 
ear 1955. We shall continue the deployment of the 6th Fleet to the 
Jediterranean, and the 7th Fleet will remain ready in the Western 

Pacific. Fleet units in the United States waters will engage in in- 
tensive training and in ship upkeep. As in the past, rotation of ships 
to duty in the Mediterranean and the Far East will be continued. 

The Department of the Navy is requesting new obligational au- 
thority for fiscal year 1955 in the amount of $9,870 million. I will 
outline for you the programs of the Navy which require this authority 
and outlay of funds. 

MILITARY PERSONNEL 


Military personnel costs, Navy and Marine Corps, represent 30.84 
percent of the funds requested. The average Navy personnel strength, 
on which the estimates are based, comprises 75,253 officers, 630,481 
enlisted personnel, totaling 705,734, and 6,717 midshipment and naval 
aviation cadets. 

Our personnel strength at the end of fiscal year 1955 will total 
682,000 officers and enlisted, exclusive of 6,909 midshipmen and naval 
aviation cadets. This total represents a reduction of some 63,000 
from the originally planned end fiscal year 1954 strength of 745,066. 

The current year’s personnel plan for 1954 has been modified by a 
reduction to a fiscal year 1954 end strength of approximately 734,000, 
to permit an orderly, phased release of personnel and eliminate any 
necessity for drastic action which might be required if the total cut- 
back were to be accomplished during the single fiscal year 1955. 

In fiscal year 1955, there is a further reduction in Navy personnel 
strength of approximately 52,000. It has been applied to both the 
operating and support forces. This is necessary in order to preserve 
a proper balance between the operating forces and those needed to 
provide support. However, the greater emphasis is on maintaining 
the strength of the operating forces. 

We have slightly increased the percentage of personnel strength in 
naval aviation over that presently programed for the end of fiscal 
year 1954. This higher percentage of personnel allocated to naval 
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aviation is needed to maintain the current effective air strength of the 
Navy, and to provide for more effective aircraft and equipment being 
received and scheduled for delivery to the operating forces. 

Within the planned personnel strength, we plan to man our fleet at 
an average level of 80 percent officer and 87.5 percent enlisted, based 
on wartime complements. However, submarines will be provided 
with approximately 100 percent of their war complement. 

We will continue our efforts to reduce, and keep to a minimum, the 
number of military personnel ashore. We plan to continue our efforts 
to replace essential billets now occupied by military personnel with 
civilians wherever possible. We will make maximum possible use of 
indigenous civilian personnel at our overseas activities. Continuing 
attention will be given to attaining greater efficiency and economy 
in the utilization of personnel, both military and civilian. 


OPERATION AND MAINTENANCE 


Operation and maintenance of the Naval Establishment in fiscal 
year 1955 is estimated to require 24.31 percent of the total funds 
requested. These funds provide the means for operation of our forces, 
the training of our personnel, and the maintenance and upkeep of our 
ships, planes, facilities, and equipment. 

During fiscal year 1955, it is planned to continue the deployment 
of combat ready forces to the Mediterranean and the Far East, and 
to maintain a deployable and ready force in the United States waters. 
With the Seventh Fleet in the Far East will be the First Marine 
Division (reinforced), the Third Marine Division (reinforced), and 
the First Marine Air Wing (reinforced). <A reinforced battalion 
landing team, maintained afloat in a small but balanced amphibious 
detachment, is deployed regularly as a part of the Sixth Fleet in the 
Mediterranean. In the United States, we will have the Second 
Marine Division (less one reinforced battalion landing team), the 
Second Marine Air Wing, and the Third Marine Air Wing (less 
detachments which presently reinforce the First Marine Air Wing 
in the Far East), together with a suitable amphibious lift. These 
combat ready forces, combined ground and air arms, with their am- 
phibious lift, form the spearhead of operations required to project 
our armed strength rapidly to any part of the world. 

Training of all types will be continued, ranging from the indoctrina- 
tion of recruits to the complicated and precise maneuvers of carrier- 
task force and amphibious operations. Special emphasis will be given 
to amphibious operations, submarine warfare, antisubmarine warfare, 
mine warfare, and harbor defense. 

Maintenance of ships, planes, and equipment will be such as to 
keep them at the best attainable degree of material readiness. The 
policy of self-maintenance of ships by forces afloat will be continued 
to the maximum extent practicable. This policy provides the opti- 
mum balance between combat readiness and economy. The ship 
overhaul schedule is designed to insure each ship of the active fleet 
an overhaul at properly spaced intervals. Since the full impact of 
personnel cutbacks on force levels could not be determined prior to 
submission of our budget estimates, no funds were requested therein 
to meet the costs of inactivation of ships incident to these personnel 
reductions in fiscal year 1955. Parenthetically, may I say we only 
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received the Department of Defense instructions as of December 
4, 1953. By that time our budget estimates had been just about 
completed. It is planned to meet these costs from the maintenance 
and operation funds now included in the estimates before the Congress. 
Details of this new programing will be presented by the appropriate 
bureau chiefs. Aircraft and aircraft engine overhauls are scheduled 
at maximum intervals consistent with continued operations and 
safety of flight. Maintenance of the shore establishment has been 
programed to provide only essential support to the operating forces. 

Studies currently in progress within the Navy Department are 
designed to reveal any areas of further savings which may be achieved 
through reduction in scope, consolidation, or elimination. The field 
of material control is also under continuing scrutiny. Programs have 
been inaugurated to make certain that we obtain effective use of 
materials on hand and that only that material, and in quantities 
actually needed, is procured. 


MAJOR PROCUREMENT 


Major procurement represents 38.23 percent of the Department of 
the Navy request for new obligational authority. Of the total re- 
quested under this category, 80 percent is for the procurement of new 
aircraft and the construction and conversion of ships. 

The funds requested for the procurement of new aircraft will provide 
approximately 1,450 new planes. Because of the lead time involved 
in aircraft production, the planes ordered under this fiscal year 1955 
program will be delivered, for the most part, during calendar year 
1956. The aircraft procurement program requirements are based on 
the planned aircraft operating program, attrition, obsolescence, and 
normal service life of aircraft. Deliveries under the 1955 program, 
when combined with deliveries of aircraft funded in prior years, will 
result in attaining a degree of modernization of our operating aircraft 
forces of approximately 87 percent by December 31, 1956. 

Obsolescence of our ships, due to overage and technological ad- 
vances, continues to be a matter of concern to the Navy. It is a 
problem involving not only questions of obsolescence for whatever 
reason, but of national economy as well. The approximate half-life 
of znost of our ships having now been reached, the known and foreseen 
technological advances, the long-lead time for construction, and 
finally the necessity to retain the country’s shipbuilding know-how 
and capacity all combine to justify the modest shipbuilding and con- 
version program we propose for fiscal year 1955. This program is 
designed to continue modernization of the active fleet. It cannot 
really be considered as a true annual increment of a long-range program 
for the purpose of maintaining an underage fleet of the size envisaged 
in mobilization plans; such a program would be of a much greater 
magnitude. It is a program which I feel should be carried out if an 
eventual very costly replacement program is to be avoided. The 
program includes the construction of a fourth Forrestal carrier and a 
third nuclear-powered submarine. Guided missiles will be integrated 
into the fleet as part of an orderly program for exploiting this new 
weapon. In total, the program provides for the construction of 30 
vessels of all classes, plus 14,560 tons of landing and service craft, 
and the modernization of 17 ships. The latter group is the moderniza- 
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tion of 1 Midway-class attack carrier including installation of a 
canted deck, plus 3 Essex-class canted-deck installations. This 
development was brought to your attention last year and is proving 
to be highly successful. Also included in the conversion or moderniza- 
tion program are 6 patrol vessels and 4 Liberty ships to be converted 
to radar picket ships for primary use in the continental defense system. 

In all phases of procurement of materials and equipment for the 
Naval Establishment, we are placing maximum reliance on retention 
of proven and necessary production capacity rather than upon an 
undue accumulation of reserve stocks. In essential plants where 
production has been terminated, provision is made to preserve the 
facilities and tools as reserve capacity for mobilization. 


MILITARY PUBLIC WORKS 


The program for acquisition and construction of real property is 


proposed for later submission as a part of the needs of the Department 
of Defense as a whole. 


RESERVE COMPONENTS 


The portion of the total funds requested which is allocated to the 
Reserve components is 1.62 percent. Though this percentage is 
small, it does not reflect any lack of appreciation of the Reserve forces. 
The Navy is aware of the indispensable contribution which the 
Reserve makes to our national defense. The Reserve component of 
the Navy in a drill-pay status was greatly reduced because of the 
requirements generated by the Korean war; that of the Marine Corps 
was practically eliminated, The program for fiscal year 1955, both 
Navy and Marine Corps, provides for a long step forward in the 
revitalizing of these essential components. 

The steady growth of the Naval Reserve program is encouraging. 
At present there are 134,000 officers and enlisted personnel partici- 
pating in the program in a drill-pay status. We expect this number to 
ncerease, by the end of fiscal year 1955, to approximately 161,600. 
Reservists participating in the drill-pay programs comprise 90 percent 
ready reservists and 10 percent are Standby reservists. Priority is 
given to those in the Ready Reserve status for the paid-drill program. 


RESEARCH AND DEVELOPMENT 


The research and development program for fiscal year 1955 rep- 
resents 4.4 percent of the total funds requirements of the Department 
of the Navy. The program is directed toward the development of 
weapons, facilities, and techniques of such a potential that the ac- 
complishment of the Navy’s mission to maintain control of the seas 
will be more readily assured. Unless we progress with the times, 
military developments such as very high-speed aircraft, the high- 
speed snorkelling submarine, atomic weapons, and guided missiles, 
would soon render both our offensive and defensive capabilities 
practically obsolete. 

These advances in the art of warfare confront us with a multiple 
problem: first, we must incorporate their advantages into our own 
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forces; and secondly, we must develop the necessary equipments and 
techniques to nullify their effectiveness when in the hands of an 
enemy. The Navy program of research and development is designed 
to solve as rapidly as possible these problems as they confront us, or 
occur to us, 

I think it appropriate to point out here that the “new look” I 
previously mentioned in large measure reflects recognition of the 
importance of the military services’ research and development 
programs. 

DOD ESTABLISHMENT-WIDE ACTIVITIES 


Functions performed by the Navy which have a Department of 
Defense establishmentwide significance comprise 0.6 percent of our 
budget requirements. Such activities are planned to be operated 
and maintained at substantially the same level as in fiscal year 1954. 


CONCLUSION 


In conclusion, gentlemen, I should like to repeat the paramount 
considerations which have guided our planning. They are: to attain 
and maintain a stable force which is capable of controlling the seas 
and denying them to an enemy, and yet, one which the country can 
sustain over the long pull; to maintain our active forces as strong, 
mobile, and combat ready units; and to place priority on mainte- 
nance of a high degree of tactical readiness. These we will do to the 
best of our ability within such funds and personnel ceilings as the 
Congress determines to be necessary for the security of the Nation, 

Mr. Wiaeieswortn. Thank you, Admiral. 


MILITARY PERSONNEL 


At this point, if there is no objection, I wo uld like to reinsert table 1 
in the compilation which has been furnished us, entitled “Summary of 
major military forces and military personnel’? Department of De- 
fense, in place of table 1 of the Navy, which is apparently confidential; 
also table 2, furnished in respect to the Department of the Navy, 
entitled “Military personnel strengths; and table 4 furnished in 
respect to the Navy entitled “Reserve component personnel in drill 
pay status.” 

I shall also appreciate it if a column may be added with respect to 
each of the last two tables showing the situation as of June 30, 1950. 

(The information is as follows:) 
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DEPARTMENT OF DEFENSE 


TABLE 1.—Summary of major military forces and military personnel 


June 30, | June 30, | June 30, | June 30, | June 30, 
1950 1953 1954 1955 1957 
Major military forces: 
rmy: 

10 20 19 17 () 

Regiments and RCT’s. Se 12 18 18 18 (0) 

Antiaircraft battalions... 48 114 117 122 (‘) 

Navy: 
363 720 717 676 (‘) 

Carrier ASW squadrons. _- 7 15 15 15 

Marine divisions. 2 3 3 3 

2 3 3 3 

Active aircraft inventory. ..................- 9, 099 13, 308 13, 285 13, 191 (‘) 
6,177 9, 946 9, 941 9, O41 () 
2, 922 3, 362 3, 341 3, 250 

Air Force: 

48 106 115 120 137 
Combat 42 90 99 107° 126 
ETERS PLE 6 16 16 13 ll 

Active aircraft inventory..................-- 12, 295 18, 412 21,010 22, 927 24,710 

Military personnel end strength (thousands) (in- : 
cluding cadets and officer candidates): 4 
Army 593 1, 534 1,407 1, 164 () 
Navy 382 741 Q) 
Marines. 74 249 225 215 
Air Force 411 978 955 970 (4) 
Total 1, 460 3, 555 3, 328 3, 038 () 
1 Not available, 
DEPARTMENT OF THE Navy 
2.—Military personnel strengths 
[In thousands] 
Actual Projected 
Average strengths 
June 30, | Dec. 31, | June 30, | Dee. 31, | June 30, | June 30, 
1950 1952 1953 1953 ! 1954 1955 Fiscal Fiscal 
year year 
1954 1955 
Navy, total 376.5 800. 7 788. 1 759.0 734.0 682.0 764.5 705.7 
44.6 81.8 81.7 80.3 79.2 74.0 80.4 75.2 
Enlisted personnel __---- 331.9 718.9 706. 4 678.7 654.8 608. 0 684.1 630.5 
shipmen and aviation 
cadets) via 5.0 6.5 6.3 6.4 6.6 6.9 6.7 6.7 
Marine Corps, total. 74.3 231.8 249. 2 225. 215.0 241.5 220.0 
7.3 18.3 18.7 19.3 18.8 18.8 18.7 18.8 
Enlisted personnel....... 67.0 213.5 230.5 224.5 206. 2 196. 2 222.8 201.2 


! Preliminary estimate. 
2 Excludes officer candidates. 


Source: Office of the Navy Comptroller, NCB-2, Feb. 25, 1954, 
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DEPARTMENT OF THE Navy 


TABLE 4.—Reserve component personnel in drill-pay status 


{In thousands] 


Actual Projected 

| | | Average strengths 
June 30, | Dee. 31, | June 30,| Dee. 31, | June 30,| June 30,)- SS 

| 1950 1952 | 1953 || 1953'"| 1954 1955 | Fiscal | Fiscal 

year | year 

1954 | 1955 
Naval Reserve, total..._....-| 182.8 128. 2 | 136.0 135.0 147.4 161.6 140, 2 154. 5 
26.3 18.6 20. 2 21.2 | 22.3 24.0 21.2 23.1 
156.5 109. 6 115.8 113.3 125.1 137. 6 119.0 131.4 
Marine Corps Reserve, total_| 39.9 13.7 | 19.7 23.4 30. 5 42.3 5 36.4 
1.8 2.2 2.6 | 3.3 | 28 3.6 
36.4 11.9 17.5 20.8 27.2 | 38.4 | 22.3 32.8 

| 


! Preliminary estimate. 
Source: Office of the Navy Comptroller, NC B-2, Feb. 25, 1954, 


APPROVAL OF NAVY PROGRAM 


Mr. Wigeteswortns. As a member of the Joint Chiefs of Staff, 
Admiral, I understand that you have considered the whole program 
now recommended, of which the Navy Department program before 
us at this time is a part, and that the program as a whole has the 
unanimous endorsement of the Joint Chiefs of Staff and your in- 
dividual endorsement? 

Admiral Carney. That is correct, sir. 

Mr. Wiac.ieswortn. I believe you concurred yesterday with the 
opinion of the Secretary of the Navy that though reductions in respect 
to the Navy are contemplated in the plan, the combat effectiveness 
of the Navy as a whole will increase rather than decrease. 

Admiral Carney. I think that is correct, sir. The reductions in 
capabilities are not exactly compensated in kind, but they are com- 
pensated by improvement in combat ability and increase in combat 
effectiveness. 

MOopERNIZATION PROGRAM 


AIRCRAFT 


Mr. WiaeG.esworrtu. I notice that on page 4 of your statement you 
emphasize specifically that you do not plan any reductions whatsoever 
in the effectiveness of the air arm, and that you will have the same 
number of aircraft, namely 9,941. The number is the same, but 
taken as a whole I assume the planes will be considerably more 
modernized than they are in the current fiscal year. 

Admiral Carnry. They will be modernized as we receive the new 
aircraft, sir, and there will be modernized ships and equipment to 
employ them. 

Mr. WiaGLeswortu. That is increasing all the time? 

Admiral Carney. Yes, sir. 

Mr. WieGieswortH. The extent of modernization is gradually 
increasing? 
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Admiral Carney. Yes, sir. We maintained that continued level 
of the air element very largely because of the fact that the situation 
in the Far East is still obscure. We felt that there was emphasis on 
the Navy and the Air Force in retaining their flexible and strong 
position in the Far East. 

This maintenance of our air level will be reviewed at another time. 
That was my primary thought in maintaining the air strength un- 
impaired at the present time. 

Mr. Scrivner. May I make an inquiry there? 

Mr. Surely. 

Mr. Scrivner. In relation to the question Mr. Wigglesworth just 
asked, about the number of the planes and the increased effectiveness, 
this my have been given heretofore but it might be well to give 

ain what progress you are making in replacing reciprocal with jet 
planes. 

Admiral Carney. It is a steady progress, sir. We estimate that 
our modernization situation today is on the order of 44 or 45 percent. 

Mr. Scrivner. What will this year’s program take you up to? 

Admiral Carnry. We feel that our modernization will be on the 
order of 85 to 87 percent by the end of calendar 1956. 

Mr. Scrivner. A little better than a 100 percent increase? 

Admiral Carney. It is almost double. That is almost completely 
based on the acquisition of jets. There are about 1,200 in this pro- 
gram, sir; of the total amount, for jet fighters and attack planes. 

Mr. Wiae.eswortu. The 45 percent is as of now and the 87 percent 
is as of December 31, 1956? 

Admiral Carney. 1956; yes, sir. 

Mr. WiccLesworru. Will the percentage increase pretty regularly 
over the period? 

Admiral Carney. Yes, sir. 

Mr. WiaGLeswortH. Can you give us some interim figure? Where 
shall we be as of December 31, 1954, and as of December 31, 1955? 

Admiral Carney. At the end of December 1954, sir; we estimate it 
will be about 65 percent. By the end of December 1955, it would be 
up to about 80 percent. 


ANTISUBMARINE AND MINE WARFARE 


Mr. Wiaatreswortu. I notice that you also state that you plan to 
maintain a heavy emphasis on antisubmarine and mine warfare. 
Either on or off the record can you tell us something about progress 
in that field? 

Admiral Carney. There has been very considerable progress, sir; 
in the antisubmarine field. 

I would like to have this off the record. 

(Discussion off the record.) 

Mr. Manon. Admiral Carney, making plans to defeat submarine 
warfare are not very spectacular things, probably, in the eyes of some 
people, but in my opinion the threat of the enemy submarine is prob- 
ably as great or greater than the threat of an atomic attack from an 
aggressor. 

i never want to have the feeling that I failed to do anything I 
could to encourage the Navy to go the whole limit in an effort to 
solve the problems incident to submarine warfare. 
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I would just like to have complete assurance from you as the top 
officer of the Navy in regard to our all-out attack on this problem, if 
we are making an all-out attack. 

Admiral Carney. We recognize the importance of it, sir. We 
give it high priority in training, in the shipbuilding program, in the 
aircraft procurement program, and in the research and development 
program. We recognize that it is one of the tasks which will devolve 
on us very early in any conflict. 

Consistent with the other tasks which the Navy must perform we 
are really devoting our maximum effort to it. We have an establish- 
ment at Key West the sole purpose of which is the training and evalu- 
ation of techniques for the defeat of the submarine in what I would 
call the second and third areas; in other words, at the submarine’s 
target and just short of the submarine’s target. The first area is de- 
struction of the submarine at the source, the job of the carrier task 
force. 

Does that answer your question, sir? 

Mr. Manon. Yes, pretty well. Could the Navy expend additional 
funds and do a better job in this vital and significant field? 

Admiral Carney. | would not say we could not expend more funds 
in this field, but within our ceilings it would only be at the expense of 
other tasks of virtually equal priority for which we are responsible. 

With respect to the development of equipment, the development of 
techniques for maintaining and operating that equipment, I think we 
are doing the maximum today. 

Mr. Manon. You speak of this as though there are other assign- 
ments of the Navy, and perhaps quite a number of others, that rank 
equally with the Navy’s job of trying to defeat submarine warfare. 

Admiral Carney. I think that is true, sir. 

Mr. Manon. You mean there are a lot of things you place on an 
even par with this? What, for example? 

Admiral Carney. Under our concept of endeavoring to keep war 
away from this country it is essential that we be able to project our 
efforts overseas. That really means that the military forces which 
have to be established overseas, primarily the Army and the Air 
Force, have to be gotten there and they must be resupplied and they 
must be supported in combat. 

Mr. Manon. But you cannot get them there and resupply them 
and support them in combat if the submarine is not defeated. 

Admiral Carney. You might say the same thing is true if they 
have an antiaircraft defense, that we cannot do anything. That is 
one job that has to be beaten down in order for you to take the offen- 
sive. It is a highly important program which we recognize and are 

lacing great emphasis on, but it is not the only thing we have to do 
Vv any means, sir. 

Mr. Manon. I did not say it was the only thing. 

Admiral Carnery. Yes, sir. 

Mr. Manon. In my opinion it is just about the most important, 
or the No. 2 or No. 3. I do not see how you could maintain that it 
is not perhaps of the greatest urgency of all. If you can keep the sea- 
lanes open; you cannot lose a war, perhaps. 

Admiral Carney. The only way you can keep the sealanes open is 
to prevent the enemy from stopping them. That calls for both 
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defensive and offensive operations. The offensive operation is cer- 
tainly preferred when you can take the initiative and use it. 

The primary things which would resist our use of the seas involve 
the air and maritime activities of the enemy. 

This should be off the record, I believe. 

(Discussion off the record.) 

Mr. Manon. Certainly we could not afford to not devote the 
maximum of personnel and money to the defeat of the enemy sub- 
marines, to the defeat of submarines that might be used against us. 
We know of the peril we have suffered in previous years. I do not 
believe there is anyone in or out of Congress who has thought about 
this at all who would want you to pull any punches or fail to ask for 
any necessary funds for the maximum implementation of the anti- 
submarine program. 

Admiral Carney. This is off the record, also. 

(Discussion off the record.) 


PERSONNEL REQUIREMENTS 


Mr. Wica.ieswortu. In reference to your personnel reductions, I 
am interested to note your statement: 

We plan to continue our efforts to replace essential billets now occupied by 
military personnel with civilians wherever possible. We will make maximum 
possible use of indigenous civilian personnel at our overseas activities. 

Admiral CLexton. May I make a comment there, Mr. Wiggles- 
worth? 

Mr. Certainly. 


USE OF INDIGENOUS PERSONNEL 


Admiral CLexton. Yesterday this was brought up, and we indicated 
we had 20,000 indigenous labor, Japanese and Germans. A discussion 
was had concerning the number of American people that the Navy 
had hired overseas. The actual number that we have overseas in that 
capacity is about 2,000, a very small number. 

Mr. Scrivner. American civilians? 

Admiral CLexron. American civilians who are absolutely essential 
technically qualified people. 

Mr. WiaeLesworts. Probably, therefore, they cannot be replaced 
to any great extent by indigenous personnel. 

Admiral CLexron. That is our policy, to replace them, but in those 
cases we feel we cannot replace the 2,000 that we have. 


REPLACEMENT OF MILITARY WITH CIVILIAN PERSONNEL 


Admiral Carney. You may be interested, sir, with respect to the 
replacement of military by civilian personnel, to know that we are 
making a study of all the billets in the Shore Establishment that are 
presently occupied by one or the other. We find that there is a 
certain gray area in which the number of jobs could be equally well 
performed by one or by the other. 

The determination as to which it should be, from either the military 
or the dollar standpoint, would have to be resolved in each particular 
case. But we find there is a very substantial overlap and a number of 
jobs which could be done by one or the other. 
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Generally speaking the effort will be, after we fully work these 
billets down and identify them, to replace the military with civilian 
personnel, but there is one point that does come into that. 

Mr. Scrivner. Personnel ceilings? 

Admiral Carney. Yes, sir; personnel ceilings; and also the fact 
that if all of these billets were to be occupied by civilians the military 
outfit would remain aboardship all their lives. This is a factor in the 
morale business, to provide some decent rotation. 

In certain categories that does not make much difference, but it will 
be a factor in some. 

TRANSFER OF MILITARY PERSONNEL 


Mr. Scrivner. While you are on that subject, one thing we have 
run into when we have been discussing military careers with military 
people is the fact that they point out that perhaps a man will be at 
station A and then will be transferred to station B. Then at station B 
you find there is a civilian who has been there for 8, or 10, or 12, or 15 
years and who will still be there when this military man leaves 
station B; and it is a little hard for them to understand why it is possible 
to keep a civilian in one place all the time when they have to keep 
shifting around and moving their families and all that. I found it a 
little bit difficult to explain once in a while, especially when the man is 
moved from station B to station C and is doing the same kind of work 
that he was doing at station B, and someone who was doing the same 
work at station A, is moved to station B to succeed him. 

That, of course, presents a lot of problems that cannot be solved 
here, but I thought it would be well to bring that out in view of some 
of the discussion we had yesterday. 

Admiral Carney. We saw that, sir. I doubt if you can write a set 
of criteria that would be universally applicable. You would more or 
less have to work them out depending on the grade of the man and 
other factors. 

Mr. Scrivner. Of course, that is right. I asked one question: Why 
was it necessary for the man to be transferred to this station to do 
the same kind of work he was doing before? The answer was, ‘‘Well— 
regulations.”’ 

Regulations and their interpretation and application, though, some- 
times vary from time to time. Sometimes they are more rigid than 
they should be. 

Admiral Carney. We have to make allowance for the civilian 
fellow, because he has a job description which affects his pay. 

Mr. Scrivner. I know. 

Admiral Carney. Sometimes we have to yield to that. 


OVERLAPPING OF CIVILIAN AND MILITARY JOBS 


Mr. Scrivner. Surely. However, in your study of billets you did 
not mention—although I assume you have looked at it—-the situation 
that develops in several places where we have what is commonly 
known as the civilian counterpart, where the military man and the 
civilian are doing pretty much the same thing, and many times the 
civilian has been there for quite some length of time and in many 
cases he is the one who really does the work, where the military man 
just comes in for a short period of time and sometimes becomes just 
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more or less of a figurehead. That is not giving us as much real 
value received as we might expect. 

Admiral Carney. I see your point, sir. 

Mr. Scrivner. Have you gone into any of those cases? 

Admiral Carney. I have experienced it myself, sir. 

Mr. Scrivner. To determine whether or not one or the other might 
be eliminated? 

Admiral Carney. Yes, sir. I think probably all of us have had 
that same experience, coming into a job for a short time and finding a 
long-time civilian expert. 

Mr. Scrivner. What are you doing about it? 

Admiral Carney. I do not think we can do anything but analyze 
it on a job-by-job basis. That will have to go down to the technical 
bureaus for an evaluation. We do recognize it, sir. 

Mr. Scrivner. That’s good. 

Admiral CLextron. From a budgetary standpoint I would like to 
bring out one point. This has been studied in our budget committee, 
and we came to this conclusion: If we were going to implement the 
program to the maximum extent practicable we would have to have 
authority in the bill to transfer the military pay into the appropriation 
oa hires the civilian. Otherwise you would not get the maximum 

enefit. 

Mr. Scrivner. Admiral Clexton, you have heard us talk about this 
counterpart thing ever since you have been coming up before the 
committee. We have discussed it in all three of our subcommittees. 
We have not seen much progress yet. 

I feel quite sure that there can be a demonstration of fact that by 
doing what you suggested, there is a possibility of eliminating one or 
the other in these counterpart jobs. There should not be too much 
difficulty attached to it. We would want to know quite certainly that 
one or the other of them was being eliminated. 

Admiral CLextron. You could get reports prior to the transfer of 
funds indicating that the service was eliminating 75 military billets 
and hiring 75 civilians in the areas indicated. 

Mr. Scrivner. That is not quite what I had in mind. I had 
thought what you would say the report would be, would more likely be, 
“We are eliminating 75 military billets because we find we have 
75 civilians who are there presently able to, capable of, and who are 
performing the jobs, so that 75 military men are not now needed in 
those positions.” 

Admiral CLexton. To a great extent that particular task is com- 
pleted in the budget process. 

Mr. Scrivner. That is the trouble. It is not getting done. The 
counterpart jobs still exist. 

Admiral Casmibt: There is one other factor I would like to bring 


in, sir. Very frequently the military fellow comes in from the fleet. 
Whereas he may not have the long continuity in the job from the 
technical standpoint he does bring in the military operational require- 
ment. In that sense he provides the guidance; so he is not without 
value. They do complement each other to that extent. 

Mr. Scrivner. Off the record. 

(Discussion off the record.) 
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NUMBER OF OPERATING AND SUPPORTING FORCES 


Mr. WiaGieswortn. I would like to have furnished perhaps at 
this point in the record, Admiral, a brief statement that will break 
down the overall military personnel as between those in combat 
classifications and those in support forces, as of the end of fiscal 1953, 
fiscal 1954, and fiscal 1955. 

Admiral Carney. May I insert that in the record? 

Mr. WiaGieswortH. Yes. Please insert it when you revise your 
remarks. 

Admiral Carney. Yes, sir. 

(The information is as follows:) 


Planned Planned 
fiscal year fiscal year 
y 1954 1955 
504, 161 466, 978 422, 878 
Supporting forces (including trainees) ...............-.-..-.--- 283, 945 264, 428 259, 122 


SHIP CONSTRUCTION 


Mr. WicateswortH. I have just one or two more questions, 
Admiral. 

You have referred to the contemplated ship-construction program, 
which you tell us will include 30 vessels of all classes, 14,560 tons of 
landing craft, and the modernization of 17 ships. 

I notice in this connection that you stress the danger of widespread 
obsolescence, the half life of most of our ships having now been reached, 
technological advances, the long lead time for construction, and the 
necessity to retain the country’s shipbuilding know-how and capacity. 

I understand from what you say that you feel this program, which 

ou characterize as a modest shipbuilding and conversion program, 
is necessary among other things to avoid an eventual very costly 
replacement program; is that correct? 

Admiral Carney. Yes, sir. 

Mr. Wiae.esworth. In other words, if we do not do the job grad- 
prc ery end we are going to have a bigger and much more expensive 
job to do! 

Admiral Carney. It would be a crash program, sir; and in case of 
an emergency it would be more expensive with less attention paid to 
the details. I do not think you would get as good a product. The 
lead time would be almost prohibitive in doing the job. 


MODERNIZATION OF SHIPS 


Mr. Wiaeieswortn. Either on or off the record, can you give us 
some percentage figure for modernification of our naval ships now, 
and perhaps some general perspective for the future, as you did for 
airplanes? 

Admiral Carney. Yes, sir. I have recently completed a study, 
since I took over, on the basis of a complete modernization of the 
active fleet. I do not recommend this, as I will explain in a moment, 
sir; but if we were to undertake a complete and orderly modernization 
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of the fleet so that 10 years from now we would have a substantially 
under-age active fleet of the present size it would require a building 
program of about $2% billion a year as an annual increment. 

Mr. Wiae.iesworrn. For 10 years? 

Admiral Carney. I would not recommend that at this time, because 
in certain categories I feel we are in the stage of transition. There 
are new things that are coming into being. We are endeavoring to 
utilize the hulls that we have today and convert them to the new 
weapons. 

We presently have two cruisers under conversion for guided missile 
ships. We have entered into a brand new era in ship propulsion 
that is signaled by the launching of the Nautilus. 

I personally am fully convinced that the introduction of nuclear 
power is going to have a revolutionary effect on fleets. But until 
we know exactly where we are going I would not recommend a large 
and precipitate building program. 

Mr. WiaGLeswortH. What percentage of the fleet would you say 
is now modernized, roughly? 

Admiral Carney. That is very hard for me to say, sir. The 
carriers are approaching 60 percent modernization, for the ones in 
commission. 

We have modernized or changed the characteristics of a number of 
the destroyer-type ships, to give them greater antisubmarine capa- 
bilities. We have redesignated them as destroyer escorts, DDE’s. 

I would say that on the basis of modernizing the hulls that we have 
perhaps the modernization may be of the order of 20 percent, sir. | 
would like to check that and see if | can give you a better figure. 

Mr. WiceL_eswortra. Will you do that, please? 

Admiral Carnny. Yes, sir. 

(The information requested is classified and has been furnished the 
committee.) 

MEASURE OF EFFECTIVENESS OF NAVY 


Mr. Scrivner. Admiral, several years ago I cut my eyeteeth on 
the Appropriations Committee under the tutelage of Mr. Sheppard, 
Mr. Plumley, and others. While I am not a Navy man I have always 
had great pride in our Navy. 

I would like to ask you at this time if there is in the world today 
any better navy than the United States Navy? 

Admiral Carney. No. sir. 

Mr. Scrivner. Is there any navy in the world today that is stronger 
than the United States Navy? 

Admiral Carney. Not in my opinion; no, sir. 

Mr. Scrivner. In conjunction with our allies is there any fore- 
seeable cooperative effort of any other group of nations which could 
muster a stronger navy than ours? 

Admiral Carney. Numerically the United States and her allies 
can muster greater naval forces than any probable enemy or combina- 
tion thereof that I can evisage. 

Mr. Scrivner. But at the same time, while you are the commander 
in chief of the Navy, in view of the experiences which you and other 
Navy men have had, you do not always seek to measure our effective- 
ness in terms of navy versus navy. 
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Admiral Carney. No, sir. The measure, in my belief, is the 
measure of ability to challenge for control of the sea. * 

Mr. Scrivner. So in that you take into consideration any military 
strength that might challenge that control? 

Admiral Carney. Any military strength or weapon that constitutes 
a challenge is something we must meet. 

Mr. Scrivner. Off the record. 

(Discussion off the record.) 


RATIO OF OFFICER-——-ENLISTED PERSONNEL 


Mr. Scrivner. In discussing the planned personnel strength, as to 
the average level of 80-percent officers and 87\-percent enlisted, if I 
remember some of the figures correctly, that is approaching your 
peacetime practice anyway, is it not; because there are quite a few 
jobs that you do not have to have filled all the time when you are not 
in a war? 

Admiral Carney. Actually, Mr. Scrivner, in terms of habitability 
for a long pull this is about as good a percentage as you can keep on 
board. 

Mr. Scrivner. That is right, because there are a lot of these billets 
you can fill just about as fast as you can get the men when you do get 
into active combat. 

Admiral Carney. Yes, sir. You can do the job of work for a 
short time here. You live within the habitability conditions of the 
ship. If we have to go to watch and watch day in and day out we 
have to boost it up accordingly. That is uncomfortable and tough, 
and you do not do it unless there is shooting going on. 

(Diseussion off the record.) 


MODERNIZATION OF SHIPS 


Mr. Scrivner. It has been said in previous hearings that the 
military always wants to hold onto everything old and get hold of 
everything new. In other words, they want everything new that 
comes along but they never like to give up anything old. 

That raises a question in my mind when you are talking about 
modernization of the fleet, getting new ships and rebuilding older ones. 
How much of a program do we have for swapping off the older ones 
that will never be used? We have them scattered in a thousand and 
one different places. 

Admiral Carney. We will always have that, sir. The fleet will be 
a composite of the old and the new. The future of the Navy will be 
something like time that moves ahead. We now have new devices 
coming in. We have modernized ships to get an economical conver- 
sion to new techniques before we branch out in any request for com- 
pletely new ships. 

Ten years from now the thing will be exactly the same, although 
the composition of the fleet will be different. 

We have listed a great many things we have in mothballs as not 
likely to be used in any operation we can foresee today. 

Some of those smaller types, for instance, we are recommending be 
made available for transfer to other countries, craft like the LSM’s 
which do not have good sea-keeping quality for use in transocean 
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work, but would be perfectly fine for the Koreans for patroling a rugged 
and indented coastline. 

So we have listed a great many ships as no longer being suited for 
warfare, as we see it. 

We have disposed of some old cruisers to South America. They 
did not have the antiaircraft capabilities, and modernization would 
be uneconomical and almost impossible without completely rebuilding 
them. So we keep that continually under review, sir. 


RESERVE COMPONENTS 


Mr. Scrivner. Coming now to one of the other subjects you dis- 
cussed; namely, the Reserve component, we come to a subject that 
has given us in Congress quite a bit of concern in all of our wars past 
and will, I assume, in all our wars for the future. When the chips are 
down, we must rely upon Reserve forces which come in and augment 
the services. 

Some of us who lived a little closer to the program than others are 
not too happy about what we have today. In many instances, I am 
quite sure we are not getting value received for the dollars expended. 

A personal reference can be pardoned. I put in, following World 
War I, after being granted a physical waiver, fifteen or so years in 
the National Guard, until such time that it was quite apparent there 
was going to be an augmentation and greater use in possibly Federal 
service when I could not qualify physically and could no longer be 
given a waiver. I stepped out of the picture and made way for a 
young man. So, having lived with it a little closer than some others, 
perhaps my views are colored by that experience. 

But the Reserve program as it is now developing in all of the services 
is not anywhere near what it was in comparison to pre-Korean days. 

I am quite sure the problem is uppermost in your mind, along with 
the rest of us. One of the places where we are disturbed is the lack 
of enlisted personnel who participate in these programs. We have to 
have enlisted reserves as well as commissioned officers. 

I do note you do anticipate in the Navy an increase of perhaps 
30,000, but in your breakdown you do not tell us how many of those 
are officers and how many are enlisted. You bulk them together, 
which does not really give us a very good picture. 

Admiral Carney. In 1955, officer pilot, 6,086. The other officers, 
3,010, for a total of 9,096 officers. 

The total in the aviation program is 36,000, so there would be a 
ratio of about 3 to 1, enlisted to officers. 

In the nonaviation program, the officer total is 13,187 and the en- 
listed total is 97,994, or about a 7 to 1 ratio. 

Mr. Scrivner. I have talked to a great number of these men per- 
sonally, and many of them went into the Reserve after World War II 
upon my recommendation, but then when Korea came along, unex- 
pected as it was, there were many, not mere inequities but almost 
cruel situations that developed in the treatment of the Reserves, 
which may account for some of the hesitancy now about entering 
into the program. There was not the right understanding on the 
part of the Regular services, as I view it, of the problems the Reserves 
had to meet. Many of these Reserves had to disrupt their homes and 
businesses and all of that twice within a few short years. 
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Is any study being made of that so such a situation will not de- 
velop in the future, or if it does, it will be held to a bare minimum? 

Admiral Carney. Yes. We fully realize that. I have discussed 
it with the Reserve Officers Association, individually and as a group, 
and I fully recognize the abnormal sacrifices the Reserves have to 
make as a result of the Korean war, following so quickly on the heels 
of World War II. 

We know many of those people that have had their normal civilian 
careers utterly disrupted, and they rate a respite from it, which means 
we have used up our very wonderful Reserve pool we built up and 
had after the war, and we have to start from scratch. 

There are two studies being conducted which I think have a bearing 
on this. The first one is a study that was headed up by Admiral 
Blandy, and his very sad and untimely death threw a spoke in the 
wheel, but we got Vice Admiral Felix Johnson, retired, to take his 
place, and that board of civilian reserves and Regular officers is making 
a complete study of the Reserve requirements of the Navy, and also 
a study of the factors from the standpoint of the Reserves. 

Separately, in the Department of Defense, there is another group 
that is studying the entire Reserve situation from the standpoint of 
all three of the services. What has happened to us in some measure 
has happened to some of the other services. 

There are differences in our history. We have operated on the 
basis of a National Reserve and the other services have worked through 
a National Guard situation which changes their problem somewhat. 

The present trend of thinking in the Department of Defense—they 
have not made a report on it, and this only reflects the present think- 
ing as reported to me—is to establish a Reserve which would be actu- 
ally in three categories, one of the a Callable Reserve which the ser- 
vices can call up. There is another Reserve which would probably 
revert to some sort of selective service or manpower pool control. 

The Callable Reserves would be what I referred to in here as the 
Ready and the others the Standby Reserves. 

Mr. Scrivner. I believe that your designation of callable is 
really more descriptive than ready, because Ready Reserve has prob- 
ably been misunderstood by a great many people. 

Admiral Carney. My thinking about the Reserve situation is, you 
have three kinds of situations in the world which will govern what we 
do with the Reserves. 

The first one | will probably never see again, a condition of undis- 
turbed peace, where your services are manned primarily by regulars 
with only a sprinkling of reserves coming in. 

Then there are variations of the cold war, and this is probably 
what we are up against for sometime to come, in which there is a 
substantial increment of your active duty people who have been 
called up from the reserves. 

Then, of course, the third one there is no question about. That is 
when we shoot the works as a Nation and have an all-out mobilization. 

Presently we have about 44 percent of our active-duty officer per- 
sonnel in the Navy composed of reserves. That is being reduced, 
and if we level off at some stable figure, and if we are able to do that 
and hostilities do not overtake us again, we can level off at some figure 
for what the President calls the long pull and have a percentage some- 
what substantially less than 44 percent. However, we will always 
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have in the foreseeable future, as it looks to me today, a very sub- 
stantial percentage of reserves among our active-duty personnel. 

I feel that we have to tap the younger people who have not yet had 
_ — to serve the country and give these older fellows a 

reak., 

Mr. Scrivner. One of the things that occurred with the sudden 
outbreak of Korea was the fact many of the reserves who were not 
on a drill-pay status were immediately called and some on a drill-pay 
status were never called. That, of course, was contrary to any idea 
that the average reservist ever had. They felt, and I can agree with 
their feeling, that was not the rule of the game as it had been ex- 

lained to them. Some felt that they were imposed upon unduly 

ecause they had not received any compensation from the Govern- 
ment during that period between World War II and Korea because 
others who had gone in on a pay basis and received compensation, 
their call was delayed, or in some cases it never came. These nonpay 
reservists were called immediately, much to their surprise. They 
were at a disadvantage.. You would expect a man on drill status to 
have ever present in his mind the fact that inasmuch as he is drawing 
the pay and is being compensated in part for the anticipated call to 
action or active duty, that he would be called. 

So, with that background, I would assume from what you call the 
callable reserve, the military services do have that inequity in mind 
and hope to work out some plan to remedy it? 

Admiral Carney. They very definitely have, both unilaterally 
among the services and also in the thinking of this group that is 
working for the Secretary of Defense. 

I just reported their current thinking as it was reported to me, 
and [ do not know what their crystallized recommendation is going 
to be, sir. 

MILITARY PERSONNEL STRENGTHS 


Mr. Mituer. While we are on the subject of personnel, did the 
figures you gave us of the present strength of the officer personnel— 
about 80 percent, and enlisted about 87'4 percent, peacetime comple- 
ment—include the Marines? 

Admiral Carney. Yes, where the Marines are on the types of ships 
that carry Marines. Those are the larger types. 

Mr. Miuxter. What about the three Marine divisions and the air 
wings, are they up to full war strength? 

Admiral Carney. I would like to have General Shepherd give you 
the rundown on that, sir. 

General SHerHerD. They are carried at a full war strength basis. 

Mr. Miter. That full war strength is not weighted in the figures 
you gave; is that right? 

Admiral Carney. No. Those figures did not contemplate the 
organic 3 divisions and 3 air wings. I spoke only of where they had 
Marine guards on board the ship. 

Mr. Miturer. The Navy pure and simple without regard to Marines? 

Admiral Carney. Yes. 

Mr. Mutuer. As I understand it, there is very little reduction in 

rsonnel so far as this striking force of the Marines is concerned, the 
= with ground force capabilities, in this present new look; is that 
right? 
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Admiral Carney. That is correct. The Marines maintain their 3 
divisions and their 3 wings. At present 2 are deployed overseas and 
1 is in the United States. 


SHIPBUILDING PROGRAM 


Mr. Mixxer. Incidentally, if I ask a question that requires an off- 
the-record discussion, do not hesitate to go off the record. 

I want to ask you, Admiral, about the building program con- 
templated at this time. 

As I understand it, you said that there were about 30 ships? 

Admiral Carney. Yes. 

Mr. Miturer. How many of them would fall into the classification 
of major ships? 

Admiral Carney. There is going to be only one major new con- 
struction, and that is a Forrestal class carrier. 

We will have five new destroyers and a new nuclear submarine. 
There will be two new fleet type submarines. There will be 8 de- 
stroyer escorts, DEs; there will be 2 landing ship docks, these docks 
that submerge and can spill their small craft out into the sea, and 
there will be 8 new improved type of LST, big landing ships. 

(Discussion off the record.) 

Admiral Carney. We want to incorporate the canted deck on 3 
Essex type carriers for $4 million each. 

We have one CVE, one of the old type, slow merchant carriers which 
we had, the baby flattops, the jeeps, as they were called. That is 
being converted to helicopter transport. This is in furtherance of 
the Marine developments in the field of vertical envelopment and the 
use of helicopters in the operation of transition from sea to shore. 

The rest of them, sir; are service craft, landing craft, barges, and 
fuel barges. We have one submarine guided missile conversion coming 
in. We have one experimental destroyer, escort type, with a gas 
turbine, which is really an evaluation program project of research and 
development. 

Mr. Mituer. The new program does not include any transport 
vessels? 

Admiral Carney. Amphibious transports? 

Mr. Mituer. No new naval or troop transport vessels are in the 
program? 

Admiral Carney. No, sir. 

Mr. Miter. Are these ships mostly constructed by private indus- 
try, or are the navy yards building a portion of them? 

Admiral Carney. There is a policy to assign awards for construc- 
tion to private yards to keep them in business. There is a policy that 
from time to time major ships shall be alternated between private and 
Government yards. 

Mr. Mixer. That being a part of the overall program to keep a 
broad production base in being so far as possible? 

Admiral Carney. Yes, and to have continuing interest by the 
Navy in maintaining a very healthy shipbuilding industry in the 
country. 

Mr. Miter. Off the record. 

(Discussion off the record.) 
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OFFICER PERSONNEL 


Mr. Mituer. Admiral, I think you said that the present officer 
personnel of the Navy was roughly about 44 percent Reserves on 
active duty. 

What about your sources of career officers at this time? What 
percentage of your regular personnel comes from the Naval Academy, 
or from the Naval Air training? 

Admiral Carney. I will have to get that information for you. I 
do not know the figures offhand. 

Admiral Sotomons. About 500 from the Academy and 2,500 from 
NROTC. 

Mr. Miuuer. Are they the Holloway plan officers, and if so what 
percentage stay in the Navy? 

Admiral Carney. We have not prepared figures on that because 
the program was only instituted after the war. I can give you a 
figure of what is happening at the moment. 

Mr. Mixer. I was more interested in the trend than the actual 
figures. 

EFFECTIVENESS OF HOLLOWAY PLAN 


Mr. Scrrvner. While you are talking about the Holloway plan, 
does someone have a statement to make on that, as to how it is work- 
ing, how many are involved, and then give us the aftermath, how 
many went part of the time and dropped out, and how many went 
into the service, and how many are going into the Regular service? 

Admiral Carney. I will get that. 


(The information requested is as follows:) 


STATEMENT ON THE EFFECTIVENESS OF THE Ho~Loway PLAN 


A question as to the effectiveness of the Holloway plan is rather difficult to 
answer as effectiveness cannot be measured in arithmetical formula or simple 
expression. The Holloway plan, as it was enacted into the law, is intended to 
provide for Naval Reserve officer training. 

The purpose of the Holloway plan is not now nor was it ever envisioned to serve 
as the primary source of Regular officers. That role, in all of the planning and 
representation in the premises, is reserved to the Naval Academy. It was en- 
visioned, however, that during the period of buildup of the Regular service, the 
Naval Academy output would be substantially supplemented for purposes of 
career, by selected members of the NROTC Regular program who requested re- 
tention in the Regular Navy upon completion of their obligated tour of service, 
following their initial commissioning. 

The Holloway plan, in addition to supplementing the output of the Naval 
Academy, was envisioned to produce a Naval Reserve of the highest order of 
effectiveness. To the end, the Holloway plan was developed to procure young 
Reserve officer candidates, guide their college education, give them a minimum of 
experience in actual fleet operations at sea and return them to the Naval Reserve 
so that organization would be more nearly ready to spring to the Nation’s defense 
in times of military emergency. 

The naval requirements for career officer personnel for the Navy, envisioned 
after World War II and for the foreseeable future, required a considerably larger 
career corps than was maintained prior to World War II. Part of this increased 
requirement was met by a transfer program of World War II Reserve officers at 
the end of that war. However, to meet completely the needs at that time would 
have been to choke the career structure with too many officers of the same age, 
grade, and experience. It was determined to increase the number of the Regular 
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officers gradually over the 10 or 12 years following World War II. The Naval 
Academy, with its physical limitations, is unable to supply the number of young 
officers needed to maintain the career officer corps and build up the career strength 
of Regular officers to that required. 

Over this buildup period it was expected that approximately 50 percent of the 
regular Holloway plan officers would be selected for the Regular Navy. After 
the strength of the career Regular Navy is stabilized, a smaller portion of the 
NROTC graduates will be offered Regular Navy commissions. 

The Holloway plan was instituted in 1946. The first four classes of NROTC 
midshipmen were recruited from students already enrolled in the colleges. The 
group entering in 1947 were screened nationally as have been subsequent groups. 
Members of this first nationally screened group will complete obligated active- 
duty service in the early summer of 1954. Those desiring to apply for Regular 
Navy commissions from this group must do so by April 1, 1954. It is probable 
that the cause of the Congress’ concern in this respect has to do with the group 
of officers from this program who completed their obligated service in the summer 
of 1953. This group which was not nationally screened consisted of 810 graduates 
who were commissioned as ensigns. Upon the completion of their active service 
for which they had obligated themselves in return for their education, only some 
10% percent applied for and were accepted for commissions in the Regular Navy. 

This was a change from the two previous years in which some 60 percent were 
selected for Regular Navy career commissions. However, it is still too early to 
determine whether or not this represents a trend or is an isolated case. The 
Navy Department would, of course, be pleased if all officers commissioned from 
this source would apply for Regular Navy commissions as this would permit a 
very high selectivity for those officers who can be accommodated in the career 
service. 

One gage of the effectiveness of this program is that legislation has been intro- 
duced at the request of the Department of Defense, to extend the features of the 
Holloway plan to the Army and the Air Force. 

The attached tables display past results from this program insofar as retention 
in the Regular Navy is concerned. 
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RESERVE PERSONNEL 


Mr. Miniter. My thought was directed along the line that for the 
foreseeable future, at least, it looks as though we would have to main- 
tain an active Navy strength not too different from what we are 
carrying at present, and while the importance of reserves, in my 
opinion, cannot be overestimated so far as all-out mobilization is 
concerned, it would seem to me there are great disadvantages in having 
the careers of civilians subject to interruption the way they are now, 
and that it might be economy for the next several years at least if 
we envisaged an extended program of getting more career officers 
into the Service, if it were possible to do it. 

Admiral Carney. The personnel planning in the Navy, sir, has 
always been on the side of feeling that sharp cutbacks and reductions 
had to be taken into consideration. 

For instance, during the war it is my impression we never utilized 
the filling of all of the billets, particularly in the senior grades, that we 
easily could have done for the simple reason it would mean a greater 
distortion when the war was over. 

If we were to level off at some figure, say on the order of 600,000 
or 650,000, and you knew that was to be held for a decade or two, you 
might place greater emphasis on the building up of a Corps of Regulars 
who would fulfill all the requirements. I do not know whether any- 
body would venture to say this is going to last a decade or two, but 
I believe that our planning should be on the side of assuming, hope- 
fully assuming, I will say, that further reductions may be possible, in 
which case it would probably be better for the service and all con- 


cerned not to build up the regulars to the point where you would have 


a terrific disruption if you did scale down. 

Mr. Miuuer. I think that you are perfectly right, but on the other 
hand, if what seems to be the best guess, that at least for a decade or 
two we would need a good many more than the 56 percent that we 
now have, it seems to me it might be desirable to cut into the margin 
somewhat. 

Admiral Carney. If we extrapolate the present trend, sir, down to 
some figure on the order of 650,000, we will probably wind up with the 
percentage of reservists on active duty in the officer group on the order 
of 30 percent. I would like to verify that figure. That is just a 
horseback guess. That would mean that 30 percent of all our people 
on active duty would be reservists so the great bulk would be Regular 
officers, if we can maintain them. 


TERMS OF SERVICE 


Mr. Mitier. What is the general status of tours of duty with 
respect to the 44 percent. Do they have a fixed term of service? 

Admiral Carnry. No. That is one of the points which the Reserve 
Officers Association has made quite strongly, the introduction of a 
system of contracts which would give them some sort of assurance 
that for a certain length of time they are going to stay in the Navy. 
That is under study. There are a great many difficulties involved in 
it. At present I am sure you can get more information from Admiral 
Holloway who has the details of this business to a degree that I do 
not have, but if I am not mistaken, we could not give a contract of 
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that sort with absolute assurance that we could fulfill it, because it 
is going to hinge on appropriations after all. 

General SHEPHERD. So many of these reserves are young or junior 
officers when they graduate from school, and you do not need them 
so much in the senior grades, and they do their 2 years and go out. 

Mr. Mituer. So long as they are voluntary Reserves, they come into 
a different category. It is a matter I feel very deeply about because 
I have been through it twice in my lifetime, not in the Navy but in 
the Army. For the ones who do not volunteer for service at the par- 
ticular time, it not only involves a serious disruption, but it comes 
about the other way round and there are many cases of very serious 
hardships when they return to civil life. 

For instance, many Reserve officers were willing to serve after 
World War II was over with the thought that they would have a 
little chance to look around while they were on a peacetime basis and 
decide where they would reestablish themselves in civil life. The 
Korean episode came along and few men in uniform would care to 
ask to get out when the shooting was going on. Some have wound 
up with 14 vears of continuous military service without building up 
immediate retirement rights, and they are suddenly, in advanced years, 
thrown into civilian life without the means for taking care of their 
families and responsibilities, and it is a very serious matter. 

Admiral Carney. Those are the ones who are really raising the 
question of the contract because they have been in the service so long 
now it is practically all they have known in their mature life. Those 
that are being separated, for many of them the separation constitutes 
a hardship at this time. 

Mr. Minter. Very hard, until they have had an opportunity to 
develop some source of immediate revenue. 

Admiral Carney. The ones that we have, except for a couple of 
special groups, are all in the voluntary status, and many fal! within 
this group we are just mentioning. They have been in the service 
practically all their adult life. When they go outside, that is a great 
disruption to them, contrary to the young fellow who has just pulled 
in and pulled out. 

Mr. Mitter. I know at the moment there are some rather heart- 
breaking situations developing in the other two departments. For 
instance, I know of one case where a full colonel with a very fine record 
has been on duty for 14 years and he is suddenly released from the 
service with a family to support. His only alternative is to enlist as 
a master sergeant. 

In the Air Force I know of a case of an officer who has been 19 
years on duty, grade of lieutenant colonel, and his only way of ob- 
taining immediate income is to enlist as an airman second-class. 
Things of that sort are not only very bad for the morale of the service, 
but it works a gross unfairness to individuals who have performed a 
fine service for their country. 

As I understand it, you do not have that problem in the Navy at 
the moment? 

Admiral Carney. Yes; we do, sir, to an extent, because these re- 
ductions that are going on now involve a good many involuntary sep- 
arations. I know it hits very hard people who have spent so much of 
their lives, 10 or 12 years, in the service, to be suddenly returned to 
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civilian life. They have not had a chance to orient themselves, or 
get themselves dug in in civilian life. 

They are the ones, I think, that generate this feeling that some sort 
of a contract is desirable. My own analysis is we cannot enter into 
that kind of contract with any assurance of its being valid under the 
existing laws. 

Mr. Miuuier. That is why I am not at all sure that this committee 
and the Congress do not have some responsibility, because it seems to 
me in many cases we are asking too great a sacrifice of particular 
individuals who have been caught in a web of circumstances over 
which they have no control. 

With regard to your medical officers that are involuntarily called 
into the service, what is the length of their service under the present 
regulations? 

Admiral Carney. Two years. 

Admiral Sotomons. And in return for training which they have 
received at the expense of the Government. They have been put 
through a medical school, or given specialized training. 

Mr. Miter. They are taken in first, but I think you are taking 
some beyond that now, are you not? 

Admiral CLexton. There are others who have been deferred from 
i draft to finish their studies in medicine, and now we are calling 
them. 

Mr. Miter. It seems to me I know of some cases where medical 
officers who may have had some Government aid during the war period, 
but also have had war service, have been called involuntarily. It 
seems to me that you have gotten that far down the list. But they 
are released under the contract, which is that they cannot be held 
against their wishes more than 2 years; is that right? 

Admiral Carney. I believe that that is correct. 


PUBLIC RELATIONS 


Mr. Mituer. There is just one more topic that I would like to 
mention briefly, and this has to do with the Navy’s public relations, 
and the fact that we are now in a strange state of not being at war, 
and it may go on for a long time. It would seem to me, Admiral, 
and I am sure you are probably doing this— but I would like to 
mention it here for emphasis—that study should be made, if possible, 
to lessen the impact of naval operations and needed functions on land, 
or inland waters, and I believe a good deal might be accomplished 
if that matter were given careful consideration. 

I will illustrate: In the Chesapeake Bay area, where I make my 
home, it seems to me every year there are conflicts between the Jocal 
economy, or local interests, and apparent naval necessity. Every 

ear, for instance, protests come in about bombing operations at 
loodsworth Island, and you seem to conduct those operations with 
regularity right in the heart of the wild-duck and goose-hunting 
season. 

Admiral Carney. I shall certainly stop that. ughter.] 

Mr. Miuuer. Speaking as one of your public-relations team, 
because that is what all of us in Congress are, the protests that come 
every year become very monotonous. There is no ebjection, I think, 
if it is a matter of naval necessity. On the other hand, if the same 
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target practice could be carried out in the area at a time when it was 
not going to drive away the migratory birds, it would certainly be 
appreciated. 

Similar situations develop during the fishing season and the 
crabbing. 

Admiral Carney. You are taking an unfair advantage of me. I 
will look into that. 

Mr. Miuuer. The summer resorts are also affected sometimes b 
the naval operations. It would be worthwhile, both for the seal 
good and for the Navy’s public relations, if studies could be made so 
that necessary functions were scheduled to be carried out at times when 
the operations did not have a special impact on the local surroundings, 

Admiral Carney. I will look into that. 


NATO 


Mr. Mixtier. How much of our present-day naval strength is tied 
up under other than our own direct command; that is NATO or 
SHAPE or EDC, or whatever it may be? 

Admiral Carney. None, sir. We have been very careful about 
that. 

The 6th Fleet is assigned as a NATO force in support of NATO. 
But the retention of the command of that fleet has been very carefully 
safeguarded. It is in American hands and I assure you it will stay 
in American hands. 

Mr. Miter. It is just an additional assignment in case? 

Admiral Carney. They are committed as a NATO force. It was 
the first force committed to General Eisenhower when he was ap- 
pointed as Supreme Commander in Europe. 

Mr. Miter. To all intents and purposes, it is functioning under 
our own department unless there is some development? 

Admiral Carney. Yes; and we have retained a command organiza- 
tion which safeguards that. That has been done very carefully. I 
was in command in that area at one time, and I made it a very special 
point to be sure that it did not get out of our hands. 


EFFECT OF INACTIVATION OF SHIPS ON BUDGET 


Mr. Hruska. In your statement you say that with regard to the 
cost of inactivation of ships incident to personnel reductions, no funds 
have been requested for that purpose. Will that result in any net 
change in your budget request, inasmuch as there will be less of the 
maintenance and operation? 

Admiral Carney. No. It will have an effect there, but we are 
trying to offset that, beginning the inactivations in this calendar 
year and absorbing as much as possible out of fiscal year 1954 mainte- 
nance and operation. 

Mr. Hruska. So it will be that reduction which will offset the cost 
of mothballing? 

Admiral Carney. Yes. In other words, we are going to try to do 
as much of that as we can in the fiscal year 1954 while there is a reduced 
tempo of operations. It gives us a bit of a break in that respect. It 
will minimize the impact on the 1955 funds if we do that. 
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NEW LOOK 


Mr. Osrertaa. In your statement on pages 2 and 3 you made 
reference to the “new look,” and implied that the Navy was trying to 
support, or abide by, the national policy. That does not necessarily 
mean, does it, it is strictly an economy propesition, but rather a 
redevelopment of your picture and adjustments toward greater 
effectiveness? 

Admiral Carney. Actually, sir, if there had not been any so-called 
new look with the cessation of hostilities in Korea, it would have been 
mandatory that we start scaling down operations to support the opera- 
tions, the pipelioes, the excess personnel maintained on the ships, and 
there would have been a reduction in our efforts regardless of the new 
look. The new look itself is predicated upon an international situation 
which does not deteriorate. I think everybody in the Department of 
Defense is agreed if the situation does deteriorate to take a new “new 
look,”’ and there might be a trend in the other direction. We weuld 
have to go back to the scale under which we operated during the 
Korean hostilities, or even intensify it. 


RESEARCH AND DEVELOPMENT 


Mr. Ostertaa. Later in your statement you make reference to the 
new look again under the heading of “Research and development.” 
I take it that means that new developments have caused you to take 
a new look, replan your program and place emphasis in places where 
you had not heretofore? 

Admiral Carney. Yes. I changed the wording a bit from the 
copy you have there. What I said was, “it reflects the recognition 
of the importance of research and development” because the emphasis 
is in the direction of securing everything we can which increases fire- 
power, techniques, improved weapons, and so forth, at a saving of 
manpower where we find it is possible. 

Mr. Osrertaa. In other words, it is a greater emphasis on research 
and development rather than on what research and development have 
brought about? 

Admiral Carney. No, sir. It reflects what it has brought about 
and a continued intense interest in the research and development 
field. 1 think that would be more accurate. 

Mr. OsrertaG. Under “Research and development,’’ you pointed 
out the total funds for that purpose amounted to 4.4 percent. Is 
that measured in terms of new money, or is it in terms of the overall 
expenditure and obligations? 

Admiral Carnry. No. This reflects what we are asking in the way 
of new obligational authority. With respect to the overall business 
of research and development, we have come down a little bit from 
1954. There is avery little distortion in it. Our expenditures are 
running along at about the same rate. The curve of expenditures up 
through December is just about as planned and will bring us to the end 
of June at about where we figured we were going to be at the end of 
1954. It is a fairly level, steady program. 

There are many projects that are tossed out after they have been 
examined and if there does not seem to be any service applicability. 
In the guided-missiles business, we have had over 100 guided-missile 
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suggestions and projects since they came into the picture, and we have 
perhaps 25 left. The others have been abandoned or reduced in 
tempo. It runs along just about level. 


SUBMARINES 


Mr. Osrertag. You also tade reference to the fact you will man 
your submarines on the basis of 100 percent as compared with other 
ships and facilities on the basis of 80 percent. Would you care to 
clarify the reason for that? 

Admiral Carney. It is more or less the nature of the beast, sir. A 
small number of people must be compressed in the submarine to do all 
the functions required, and the submarine really cannot be kept oper- 
able if you reduce the number below the billet-station organization. 
You could not really take many people out and still continue to oper- 
ate effectively. That is not true in the surface categories. 

Mr. OsrertaG. Speaking of submarines, on or off the record, 
Admiral, it is my understanding that the Seviet Union has a terrific 
number of submarines in the Black Sea. As I understand it, it would 
be difficult for them to get out of there, but does not that pomt up the 
fact that our potential enemy is preparing along the line of mass sub- 
marine warfare rather than any other, so far as the sea is concerned? 

Admiral Carney. Yes. 1 think he is placing great emphasis on it. 

(Discussion off the record.) 


COOPERATION WITH FOREIGN NATIONS 


Mr. Ostertac. I had the distinct privilege of joining the Sixth 
Fleet at the time of the NATO exercises, and I spent 8 very pleasant 
and profitable days with the Sixth Fleet during those exercises. I 
formulated some very favorable opinions and conclusions. On the 
other hand, there are some problems I am sure that are involved by 
virtue of these joint operations, including that of the language 
barrier. 

Would you, on or off the record, comment on the success or failure 
to work together as a team, Navy-wise, with our friendly nations? 

Admiral Carney. Yes. We began over there actually before 
NATO. Extraordinary progress has been made. The first large 
exercise, Which was held over there, which was called Grand Slam, I 
organized and conducted. On four occasions during that exercise 
I took a P-2-V plane, a patrol plane, and I went out over the various 
formations. We had arranged for each nation to have an opportunity 
to command a mixed-task force. That took a bit of diplomatic effort 
to get that concession, but it was done. We would have a commander 
of one nationality in command of the screen and another nationality 
in command of the main force, and we had aircraft of several national- 
ities operating. I actually was able to establish personal contact 
from my plane with these various commanders at sea. I actually 
accompanied a carrier strike of French, British, and American planes 
on Stromboli, as a theoretical target, and English was used throughout 
the conduct of that strike, and the control. English is the basic 
language, and the nations are all working very diligently at it. We 
have really made quite remarkable progress. 
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Some of the things that come to you over the telephone require a 
repeat. I think they have made an extraordinary degree of progress 
in this language-barrier business, and also the communication pro- 
cedures are standard for these exercises. 

Mr. OsrertaGc. Would it not be more practical for NATO to 
develop a better system of liaison by training such liaison teams for 
joint operations: In other words, a school for the designated repre- 
sentatives of the countries that participate with us? 

Admiral Carney. We have that in great degree. I think that is 
improving. Lainguistically, and also politically, I probably had the 
most confused situation over there, because all the people involved 
had been at each other’s throats within my lifetime, maybe a couple 
of times within my lifetime, and yet we had all these nationalities in 
my headquarters. They visited each other’s forces. The Turks and 
the Greeks were walking casually back and forth across their border 
and inspecting each other’s methods, and so forth, and I think an 
astonishing degree of progress has been made. The most significant 
thing is breaking down hatreds and barriers which I do not believe 
could have been broken down by any other method. 


MODERNIZATION 


Mr. OsrertaG. Nuclear development is something that might well 
lend itself to making obsolete many of our ships and facilities; is that 
not true, or would that be a matter of conversion? 

Admiral Carney. I think that it is a matter of adaptation. It 
depends upon the vehicle of delivery. If a delivery is attempted by 
one system against which we are pretty well geared, then the threat 
is not proportionate to the size of the bang you could get from it. If 
guided missiles come into the picture, then I think our counter meas- 
ures against guided missiles have to be developed and our earlier 
intercept methods, antiaircraft defense methods will have to be very 
substantially changed. It is the vehicle rather than the explosive 
which is the controlling factor. 

Mr. Miter. Is the Navy doing anything about developing some- 
thing similar to NIKE? 

Admiral Carney. Off the record. 

(Discussion off the record.) 

Mr. Ostrertaa. With regard to the matter of obsolescence of older, 
or half-life ships, does the program call for putting such ships in 
mothballs, or does that in part lend itself to making these ships 
available to some of our allies? 

Admiral Carney. We have to use what we have. We are modern- 
izing and overhauling these World War II vintage ships, but we will 
have to continue to use those until new ships come into the picture. 
We have certain types that we do not think are of particular value in 
any future hostilities but might be of very substantial use to an ally 
that had more restricted sea power problems and less resources to 
maintain them. Those we have made, and will be ready to make 
available to anybody that can take them over properly. 

Mr. Ostertac. What I had in mind is that when ships become 
obsolete, or you have no further use for them by virtue of new ships 
coming into being, what are the plans in large part—mothballs, 
training, or otherwise? 

Admiral Carney. If their usability approaches zero, we will 
dispose of them, There would be no percentage in keeping them. 
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EMPHASIS ON AIR STRENGTH 


Mr. Ostertaa. On page 6 you refer to the higher percentage of 
personnel for air strength. Is that a part of the new look insofar as 
our naval strength is concerned and the control of the seas? 

Admiral Carney. That is a percentage figure. It does not mean 
an increase in number. We have a smaller total. The amount we 
are retaining in the airlines constitutes a somewhat greater precentage 
of the total. 

Mr. Ostrertaa. I see. 

Admiral Carney. That does reflect the emphasis on air in part. 
More practically, it reflects the requirement of continuing to be 
ready and keeping our dukes up in the west Pacifie until that situation 
has clarified. 

Mr. Osrerraa. Is it not fair to say that the Navy is placing 
greater emphasis on air than ever before? 

Admiral Carney. Yes, even in the antisubmarine business it is 
becoming more and more important in the whole technique. 


AIRCRAFT PROCUREMENT 


Mr. Ostertac. In connection with your aircraft procurement, [ 
note that you estimate 1-year delivery on your 1955 program. 

Admiral Carney. It is calendar year 1956. 

Mr. Ostertaa. Delivery in 1956 for orders placed in 1955? 

Admiral Carney. That would be the most optimistic picture. I 
do not think the whole program will be done in 1956. 

Mr. OsrertaG. Perhaps I did not interpret it right. 1 gathered 
that you estimated 1 year. 

Admiral Carney. I was thinking of 18 months or better. 

Mr. Osrertac. I was wondering if conditions had improved that 
much. 

Mr. Suepparp. Because of the lateness of the hour, and because I 
assume we will have greater access to the detailed budget presenta- 
tion, I will be extremely brief. 

I want to compliment the admiral for his presentation and his 
general statement, and for his responses that have been so liberally 
given to the committee on this occasion. 

I will say to you, Admiral, that I sincerely trust that your future 
service in the position that you now occupy will be the most pleasant. 

I will make my detailed interrogation upon the detailed presentation 
in order to save time. 

That is all. 

Mr. Wiae.eswortn. Thank you very much, Admiral Carney. 


AFTERNOON SESSION 


Mr. WiccieswortH. We are very glad to have General Shepherd, 
the Commandant of the Marine Corps, with us again this afternoon. 
I understand, General, that you have a statement to present to the 
committee. We shall be very glad to hear from you at this time. 


|_| 

ea 
CSS 
ro- 

to 
for 
re- 

is 

he 
ed 
dle 

in 
nd 
ler 
an 
nt 
ve 

4 
at | 
F 
Vv 
it 
If 
or } 
e E 
n 
i 
| 
j 


70 


STATEMENT OF COMMANDANT OF THE MARINE Corps 


General SHepHerv. Mr. Chairman and gentlemen, I welcome the 
opportunity to appear before you, and to introduce the Marine Corps’ 
budget submission for fiscal year 1955, with a general statement 
covering the condition of the corps today, and a discussion of the 
programs which approval of our requests will permit the Marine 
Corps to pursue. 

The budget estimate we will present for fiscal year 1955 has two 
basic characteristics: First, it is prepared with the purpose of meeting 
every requirement levied upon the Marine Corps as an element of 
our military structure; second, it has been prepared—from beginning 
to end—with a clear view of the economy requirements laid down as 
guidelines by the Commander in Chief a year ago. 

In general the budget estimate which we introduce today will 
permit the Marine Corps to maintain, equip, train, and support 
those forces which are now either in being or authorized. Primarily 
this comprises 3 combat divisions and 3 combat air wings, together 
with a limited number of combat-support units. It provides only 
in part for the material support of the 2 Marine Divisions and 1 of 
our air wings now in the Far East, since elements of this requirement 
are funded otherwise. 

In addition to our combatant forces, this budget submission will 
support the continued execution of three other statutory functions 
assigned the Marine Corps, at about the same level of operations as 
in fiscal year 1954. These functions involve the safeguarding of 
naval stations both within the continental limits of the United States 
and overseas; the maintenance of Marine detachments aboard 
designated combatant ships of the Navy; and the guarding of certain 
overseas installations and offices of the State Department. 

Finally, our submission will permit the continued expansion of the 
Marine Corps Reserve program, toward those goals which will insure 
that the corps will be prepared to meet fully the mobilization require- 
ments involved in current plans. 

I should now like to go back over these major aspects of the Marine 
Corps’ broad program for fiscal year 1955, and to tell you briefly of 
the highlights of each as they affect the budget submission which you 
are about to examine. 


MARINE CORPS FIELD FORCES 


First, with reference to our operating forces—primarily the 3 
Marine divisions and 8 air wings. 

The ist Marine Division and Ist Marine Air Wing are in Korea 
where they have becn since 1950. When the truce occurred the 1st 
Marine Division had been in continuous frontline action for 20 
months. Now it is guarding the area south of Panmunjom, on the 
critical approach to Seoul. 

The 3d Marine Division is in Japan. Until July of 1953 it was 
training on the west coast. At that time the Korean truce negotia- 
tions reached a critical stage, and it was deemed necessary that the 
United Nations give a firm evidence of strength and physical deter- 
mination. So, for this purpose, we were ordered to embark and sail 
the 3d Division, with supporting air elements, for the Far East without 
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delay. The division started its movement toward the docks within 
a day after receipt of its orders; and its first units reached Japan 
within about 20 days. 

I envisage that those Marine Corps units now in the Far East will 
remain there as a part of our ready forces, unless some major altera- 
tion in the situation occurs. These forces will total some 54,000 men 
during fiscal year 1955. 

Our 2d Marine Division, and the 2d and 3d Marine Air Wings are 
on the east coast of the United States. They are engaged in a program 
of vigorous air-ground training with the fleet. One battalion from 
the 2d Division and one air squadron are on continuous duty afloat 
with our naval forces in the Mediterranean. They have, during the 
past year, engaged in realistic exercises in Denmark and on the coast 
of Greece. 

In the Hawaiian area we maintain a provisional air-ground task 
force, with the primary objective of developing further our amphibious 
techniques. 

I envisage that these units also will continue in their present loca- 
tions and functions during the forthcoming fiscal vear. 

It will not be possible to activate certain of the combat-support 
elements in our approved organization structure during the coming 
year—due primarily to personnel reductions, which I will touch upon 
later. Our inability to form these units will diminish, in some degree, 
both the balance and the staying power of our operating forces. At 
the same time it will not affect either the quality or the effectiveness 
of the Marine Divisions and Air Wings. It is my hope, however, 
that we can activate these combat support units at the earliest time 
that considerations of economy will permit. 


MILITARY PERSONNEL 


As of this date there are approximately 240,000 officers and men in 
the regular Marine Corps. By the end of the present fiscal vear our 
authorized strength will be 225,000. The 1955 budget submission 
before you provides for an end strength of 215,000. There will thus 
be a net reduction of some 25,000 men in our strength within the next 
17 months. We contemplate distributing the remaining available 
men with all possible emphasis on our operating forces, assigning 
about 62 percent of the total to that category. 

Of the remainder, 19 percent will be in training, 10 percent will man 
our various supporting establishments, while the remaining 9 percent 
will be in sick, transient, and nonduty status. 

We expect to meet our active personnel requirements through volun- 
tary recruiting alone. Since the days of rapid expansion incident to 
the Korean war this has invariably been the case. In that connec- 
tion, the current calendar year will see some 70,000 men, who came 
to us in 1952 via Selective Service, complete their 2 years of service. 
They will have to be replaced. 1am pleased to say that already about 
1 in 20 of these Marines has given up his involuntary status, and has 
taken a regular enlistment in the Marine Corps. I have every con- 
fidence that the remainder will be replaced by voluntary recruits, 
enlisting for from 3 to 6 years. Thus, in addition to realizing a sub- 
stantial dollar saving through the longer enlistment contracts; we will 
have—by this coming summer—a fully volunteer Marine Corps again. 
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CIVILIAN PERSONNEL 


All of the broad programs of the Marine Corps would be far more 
difficult to execute, were it not for the loyal and able assistance of our 
civilian personnel components. Our submission provides for the con- 
tinuation of civilian employment at Headquarters, Marine Corps and 
in certain field activities—but on a scale reduced from last year. 
Our average total civilian strength as approved in our fiscal year 1954 
budget was 17,190. This budget submission provides for an average 
civilian personnel strength of 16,621. 


READINESS 


I am sure, as I discussed our personnel strengths, that the question 
arose in your mind as to how the reductions would affect the overall 
readiness of those Marine Corps units which remain active. The 
answer is simple—we must make every effort to prevent reductions 
from diminishing the readiness of those operating forces which we are 
authorized—however large or small those reductions may be. Like- 
wise, we must insure the continued high quality of the replacements 
which we send to our combat units overseas. These responsibilities 
require that we conduct a continuous and aggressive program of 
training for individuals and for all of our operating units, both ground 
and air. The submission which we will present to you provides for 
that essential training. It includes our traditionally thorough 10 
weeks period of recruit training, where we seek to instill the basic 
elements of discipline, loyalty, and obedience in every Marine. It 
provides for advanced combat training for Marines destined for over- 
seas—including cold-weather training for those replacements who go 
overseas in the winter months. It provides for the basic education 
of newly commissioned lieutenants, and special schools for advanced 
tactical and technical training of individual officers and men. 

In addition, both our ground and air elements will continue to take 
part in amphibious exercises with the fleet, not only to maintain the 
proficiency of the Fleet Marine Forces, but to develop new concepts 
in keeping with the changing times. : 

Quite as important as training readiness is our material readiness, 
and this budget submission is devoted in large part to meeting that 
need. The funds requested will contribute to an orderly program of 
providing proper modern arms, equipment and clothing for all of our 
epemens forces. In addition, those funds will permit the Marine 

orps to meet the mobilization and operational material requirements 
placed upon it by Joint Chiefs of Staff plans which are now in existence. 

In short, the training and material plans which our budget estimate 
will support are all designed to place our existing Fleet Marine Force 
units in a high state of readiness to execute their statutory responsi- 
bility for the conduct of landing operations with the fleet, for the 
seizure and the defense of advanced naval bases. In addition, these 
Marine Corps forces will be ready in fiscal year 1955—as they have 
been in years past—to execute any other emergency combat missions 
which the President or the Congress may deem appropriate. 
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SECURITY FORCES AND SHIPS’ DETACHMENTS 


Now a word concerning the 16,000 officers and men who guard our 
naval installations at home and abroad, and provide armed detach- 
ments for designated ships of the fleet. In discussing this part of the 
corps, I should like to point out that these are operating forces too, 
and theirs is also a statutory function—just as are landing operations. 
The officers and men assigned to these duties are of the same caliber 
and have the same qualification for field duty as are those in our 
combat units. In fact, a large proportion of the personnel currently 
serving in these guards and detachments have been rotated there after 
a period of active service overseas. They constitute, as they did in 
the urgency of the buildup in July 1950, an invaluable source of 
trained men, and when the immediate need surpasses that of their 
normal function they can be ordered to duty in Fleet Marine Force 
units. 

In fiscal year 1955 the Marine Corps will maintain guards for a 
total of 117 naval activities, of which 82 will be within the continental 
limits of the United States and 35 will be overseas. In addition, we 
will provide guards for 4 Armed Forces special weapons installations 
for the storage of restricted materials. 

This submission also provides for the continued allocation of 
Marine ships’ detachments to a total of 42 active battleships, cruisers, 
and aircraft carriers of the fleet. It will, in addition, allow continued 
participation in the many naval and joint staffs which require Marine 
officers and men for that portion of their plans and training which 
involve landing-force problems. 

Finally, we will provide security guards for service with the State 
Department overseas. While in actual numbers it is a small under- 
taking, it is still a highly important one. We assign only exceptional 
noncommissioned officers to these duties, with a few commissioned 
officers to supervise their activities. This budget request will support 
the continued provision of 84 State Department guard detachments— 
all overseas. Of these, 4 are behind the Iron Curtain. In all, a 
total of 6 officers and 733 noncommissioned officers are involved. 


MARINE CORPS RESERVE 


Up to this time I have said little of the Marine Corps Reserve since, 
in a discussion of the posture of the corps, it is hard to think of the 
Regular and Reserve elements of the Corps separately. In time of 
crisis—as in 1950—they function as a single force. Nevertheless, if, 
in time of peace, we are to ensure our readiness to discharge our 
responsibility in the event of a major emergency, we must depend 
as we always have—upon the proficiency of our Marine Reserve Corps. 
This submission provides for a continued rebuilding of the aviation 
and ground components of our Reserve, and covers both personnel and 
station maintenance factors. During the early Korean perior, the 
greater portion of the Organized Marine Corps Reserve, both ground 
and air, was called to active duty. In addition, all men of usable 
ranks and skills from the Volunteer Marine Corps Reserve were called. 
As a result the Reserve was almost completely depleted. We are 
now proceeding with a reconstitution of this essential element of the 
corps. 
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Up to this time this program of reconstitution and training has 
moved forward very well. So far, we have activated 231 ground 
units out of a programed 247, and 42 of a programed 47 aviation 
units. We now have about 24,000 men in our Organized Reserve 
and we anticipate an input of about 7,500 during the coming year 
from personnel inducted during fiscal year 1952, who are now begin- 
ning to return to civil life. These young men—many of whom are 
fresh from active service in Korea—will make a most valuable con- 
tribution to the competence of our Reserve. By the end of fiscal 
year 1954 we contemplate that all of our Organized Reserve units 
will have been activated, and all of our inspector-instructor staffs 
will be on station at full strength. This submission will support 
the growth of the Organized Reserve from about 46.5 percent to 
66.5 percent of the personnel goal by the end of fiscal year 1955. 
In addition it provides for a realistic training, equipment, and main- 
tenance program. 

RESEARCH AND DEVELOPMENT 


As you know, the Marine Corps is charged, in the National Security 
Act of 1947, with a primary responsibility for development of tactics 
and techniques related to landing operations. Our fiscal 1955 sub- 
mission includes a modest request for research and development, 
in order to insure that we may continue to produce improved means 
of carrying out those particular tasks that are our responsibility. 
These means embrace not only tactics, but also weapons, equipment, 
and supplies. Our efforts in this field have been most fruitful during 
the past few vears. As an example I recently observed the initial 
flight of the first true assault helicopter, a conveyance which the 
Marines conceived as an answer to the problem of transporting troops 
from ship to shore in landing operations where the enemy employed 
atomic weapons. This helicopter, which will carry 26 fully equipped 
Marines will give us the flexibility that is essential if we are to be 
successful in a landing attack against an enemy possessing atomic 
weapons. Other significant developments include the thermal com- 
bat boot which has almost eradicated frostbite in Korea, as well as 
our individual body armor which has been developed in conjunction 
with the Navy Bureau of Medicine and Surgery. In my opinion, 
this armor is one of the major contributions to the preservation of 
lives in combat in this entire decade. So far as human vision can 
do so, we exert our research and development effort toward the early 
achievement of such real improvements as these. 


ECONOMY 


With reference to the material programs reflected in this budget 
request, I know that you are interested in obtaining a clear picture 
of the relationship between what we have received from funds pre- 
viously appropriated, and our remaining material requirements, as 
reflected in these estimates. I believe that my staff and I are pre- 
pared to outline our status in this area as the detailed examination 
of our submission progresses. 
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And in this same regard I need not be told how thoroughly you 
are committed to a program of strictest economy in your study of 
the entire fiscal 1955 budget problem. I believe this budget sub- 
mission will meet all of your criteria. Of this you may be assured, 
however, we recognize the confidence which the Congress reposes in 
the Marine Corps in approving its request. I know that the funds 
you approve are by no means a grant for all time, but rather that the 
approval represents only your current acceptance of our studied esti- 
mates. For our part, we keep our entire establishment under constant 
review, with the determination to effect savings wherever we can. 


CONCLUSION 


As a means of summary, and for your convenience, I have had 
prepared certain tabulations which present pertinent personnel statis- 
tics. That statistical summary is attached to the copies of my 
statement which are available to you. 

I realize that every budget submission, by the time it reaches the 
Congress, is presented as a barebones minimum, below which there 
could only be the most unfavorable effects. I realize, likewise, that 
despite such convictions there seems always to be some room for 
further reduction. 

I will not say that our submission is perfect, or that the Marine 
Corps will collapse if our every request is not granted. I will only 
say that I have observed this budget develop from its very inception, 
and can assure you that its composition took place in an atmosphere 
of the sternest frugality. Each element of it has been prepared with 
mature consideration of the essential requirements of our national 
security in these critical times. Each element reflects sober atten- 
tion to the necessity for husbanding our wealth and our resources. 
From any point of view, I believe that the 1955 Marine Corps budget 
request is a sound national investment. 


NUMBER OF MILITARY AND CIVILIAN PERSONNEL 


(The table referred to above is as follows:) 
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Summary of the personnel eye of the U. S. Marine Corps provided for by 
e fiscal year 1955 budget 


Officers | Enlisted | A88te- | of total 


Corps 
1. Military personnel: 
A. Active duty: 
Fleet Marine force 2,802 | 107,827 | 116,629 54.3 
411 12, 806 13, 217 6.1 
Ships’ detachments. - 285 2, 686 2,971 1.4 
Subtotal operating 9,498 | 123,319 | 132,817 61.8 
5, 023 35, 808 40, 831 19.0 
Supporting establishment... 2, 546 19, 460 22, 006 10.2 
Transients, patients, prisoners -.-................- 1, 688 17, 663 19, 351 9.0 
Begin strength, fiscal year 1955............-.----- 18,828 | 206,193 | 225,021 |...._____- 
End strength, fiscal year 1955... 18,7 196,250 | 215,005 |......__-- 
Average strength (man-years, fiscal year 1955)._|_ 18,780 | 201 220 220,000 |__._____-. 


B. Marine Corns Reserve: 
Organized Reserve: 


3, 890 38, 410 42, 390 
Bevin strength, fiscal year 3,340] 27,210] 
End strength, fiscal year 3, 890 38, 410 
3, 615 32, 810 36, 425 
Volunteer Reserve: 
Nonaviation. 17, 273 77, 785 95, 058 
23.683 | 87,240 | 110, 923 
Begin strength, fiscal year 22, 060 90, 240 | 112, 200° 
End strength, fiscal year 1955__...............-- 28, 683 87,240 | 110,923 |........-.- 
Average strength. 22,872 | 88,740} 111, 612 |. 


IVB Others |Aggregate 


2. Civilian personnel: 
Field: 


Begin strength, fiscal year 1955_...................- 3, 435 11, 648 15, 083 
End strength, fiscal vear 1955_.._...........- hd 3, 432 11, 595 15, 027 
Average strength, fiscal year 3, 433 11, 616 
Departmental: 
Begin strength, fiscal year 1, 566 6 
End strength, fiscal year 1955.............-.-...-.-- 1, 566 6 | eee 
Average strength, fiscal year 1955....-...........- 1, 566 6 oo) ea 


General Thank you. 

Mr. WieeLteswortH. Thank you, General. Have you participated 
in the work of the Joint Chiels of Staff in the preparation of this 
overall military program? 

General SHepHerD. Yes, sir. 

Mr. Wicciesworth. I understand that it has your full endorse- 
ment? 

General SHEPHERD. Yes, sir. 
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MILITARY STRENGTH 


Mr. WicGLeswortH. I understand that under the proposed pro- 
gram for the Marine Corps you will continue to have 3 divisions and 
3 air wings, as you have had in the past, and that it contemplates a 
continued expansion of the Marine Corps Reserve. 

General SHEepHerD. Yes, sir; that is correct. 


FAR EAST FORCES 


Mr. WiaGLeswortu. I notice on page 1 of your statement there is 
a reference to the fact that part of the material support for 2 Marine 
divisions and 1 air wing in the Far East are funded otherwise? 

General SHeruerD. That is by the Army, sir. 

Mr. WiaceieswortH. That is taken care of through the Army? 

General SHEPHERD. Yes, sir. You will remember that discussion 
of this matter has been going on for some 2 years. We finally have it 
straightened out. 

Mr. WiaG.eswortrn. I take it, that the recent concept of marines 
fighting permanently on the ground is to continue, is it not, in the 
Far East? 

General SHerHerD. Yes, sir; so far as 1 know. Those troops are 
under the command of the far eastern commander to be used as he 
sees fit, sir. 

Mr. Wiccieswortn. Has the necessary coordination or integration 
of Marine plans with the Army been effected? 

General SHerHEeRD. Yes, sir. The troops in the Far East, both 
the Ist and the 3d Division, are under the operational control of the 
commanding general, Far East. He directs their employment. They 
have been able to continue their amphibious training and are prepared 
to employ their amphibious capabilities at any time that the com- 
mander in chief, Far East, desires, or that the commander in chief, 
Pacific, feels that he has a need to employ them. 


REVIEW OF TABLES OF ORGANIZATION 


Mr. WiceLeswortu. You have mentioned the contemplated reduc- 
tion in military personnel of about 25,000 between now and the end 
of 1955, leaving you with 215,000 people. 

General SHEPHERD. Yes, sir. 

Mr. Wieeieswortn. In bringing about that decrease have the 
tables of organization of the Marine Corps been reviewed? 

General Suepruerp. Yes, sir. If you recall, last year we began 
reviews of our Table of Organization. They have been constantly 
under review and are still being further reviewed with certain new 
ideas that we have on this subject. The reduction is coming chiefly 
from our supporting units of the Fleet Marine Forces, not from the 
actual 3 divisions and 3 air wings. 


SUBSTITUTION OF CIVILIAN FOR MILITARY PERSONNEL 


Mr. WicGiteswortnu. Has there been any substitution of civilians 
in positions formerly filled by the military? 

General SHEepuerp. Yes, sir. I can submit these figures to you 
if you would care to have them. These changes are as follows: 
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In 1951 there were 1,788; in 1952, 829; in 1953, 851; in 1954, actual 
plus estimated, 1,713; and it is estimated for 1955 to be 517; or a 
total for the last 5 years of 5,698. 

Mr. WiaeteswortH. 5,698 substitutions in 5 years? 

General Suepnerp. Yes, sir; including the estimate for 1955. Our 
civilians will have been reduced about 2,000 in the fiscal years 1954 
and 1955. 

TRAINING PROGRAM 


Mr. WiaceLeswortH. The report of this committee last summer 
made reference to the personnel required in the training programs 
in the various branches of the service; and the ratio of the trainers 
to the trainees. Has it been possible to effect any reduction in that 
ratio? 

General SueruerD. To some degree; yes, sir. 

Mr. WiaGiesworts. Last year I think the figure was about 1 
trainer to 1.1 trainee in the Marine Corps. If you can, when you 
revise your remarks please give us a current figure. 

General SHerHerD. Yes, sir, I will. 

(The information is as follows:) 

Any comparison of training overhead with students, based on figures in Marine 
Corps personnel plans, will produce an unfavorable ratio because a considerable 
number of students are charged elsewhere in the plans, or are excluded entirely 
from the plans. Examples of such students are marines on temporary additional 
duty from various commands, officer candidates in the platoon-leaders class, 
naval aviation cadets, and Reserves on active duty for training. With the addi- 
tion of such personnel, then, the Marine Corps ratio between overhead and 
students is 1 to 2.71. 

It is appropriate to note, perhaps, that the overhead contains a relatively large 
number of personnel who are not trainees or trainors with the training program. 
Such personnel are those required to support the trainees, trainers, and the instal- 
lation itself. Considering only personnel directly concerned with training, the 
Marine Corps overall ratio between trainers and students is 1 to 7.09. 

Admiral CLexron. Off the record, Mr. Chairman. 

(Discussion off the record.) 

Mr. WiaGLeswortH. Suppose you give us the number of trainers 
and trainees for 1953, 1954, and 1955. 

Admiral CLextron. We can do that. 

General SHerHerD. General Shoup informs me it is very definitely 
much better now. 

(The information is as follows:) 


Using the same base as in the previous answer the ratios are as follows: 
Including maintenance personnel: 


Excluding maintenance personnel: 


MILITARY PERSONNEL STRENGTHS 


Mr. WiaciesworrH. You have given us a breakdown of your con- 
templated force in percentages for operation forces, training forces, 
supporting forces, and the sick, transient, and nonduty personnel. 
Could you give us comparable percentages for 1954 and 1953 when 
you revise vour remarks? 
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General Sueruern. Yes, sir. Asa matter of fact I have them right 
here, sir, from 1951 on. 

Mr. WiGGLEsWworTH. Just submit them for the record. 

(The information is as follows:) 


Personnel fiscal years 1951 195 


June 30, 1951 (actual) | June 30, 1952 (actual) 


| Percent | Percent 


| .en- | Aggre- of total . En- | Aggre- | of total 
| Officer | listed | gate | Marine Officer listed | gate Marine 


} | Corps Cerps 
| } | 
Operating forces... .-- 6, 985 | 95,641 |102, 526 53.2 | 8, 196 |120, 747 |128, 913 55.6 
Fleet marine forces. - : : 6, 087 79, 739 44.5 7,416 (105, 435 |112, 851 18.7 
Security forces... 567 | 13, 6'8 7.5 | 511 | 12,883 | 13. 394 5.8 
Marines afloat | 231} 2,254 1.3 269 | 2,429 | 2, 698 1.2 
Training base --- --- x ~ 8, 457 | 35,213 | 38, 670 20.1 | 3,654 | 42,531 | 46, 185 19. 9 
| 
Recruits... --- | 10, 205 | 10, 265 | 5.3 | 12, 580 | 12, 580 5.4 
Students. 1,664] 5,232] 6,896 | 3.6 | 1,060 | 10,677 | 11, 737 5 O 
Overhead... - | 1,629 | 18,585 | 20,214 | 10.5 | 2,103 | 16,645 | 18, 748 8.1 
With Reserve- | 164 | 1, 191 1, 355 Me 191 2, 629 3, 120 1.3 
Supporting EE | 2,335 | 23,027 | 25, 362 | 13. 2 2,962 | 27,707 | 30, 669 13.2 
Supply establishment - - 507 7, 363 7, 870 4.1 676 | 9, 744 | 10, 420 4. 5 
Base service and administration | 1,409 | 15,022 | 16,431 | 8.5 | 1,989 | 17,479 | 19, 468 8.4 
Joint and liaison... | 419 642 1, O61 | .6 297 484 | 781 3 
Transients, patients, and prisoners | 
(including pipeline) -- . .- | 3 2,462 | 23, 589 | 26,051 13.5 | 1,590 | 24,569 | 26, 159 1s 
Total, Marine Corps - -- 15, 139 |177, 470 |192,609 | 100.0 | 16, 402 lous, 554 |231,956 | 100.0 
| 
June 30, 1953 (actual) June 30, 1954 (actual) 
| Percent Percent 


| .En- | Aggre- of total _ En- Aggre- | of total 
| Officer | listed | gate Marine Officer listed gate Marine 


| Corps Corps 
| } 

Operating forces ..-| 9,343 |138,430 |147, 773 59.3 | 8,827 [117,636 | 126, 463 56. 2 
Fleet marine forces - - -------- | 8,590 (120, 882 (129, 472 51.9 8, 122 102, 189 110, 311 49.0 
Security forces 488 | 15,104 | 15, 592 6.3 | 427 2,735 | 13, 162 | 5.9 
Marines afloat ___ 265 | 2,444 | 2,709 1.1 | 278 | 2,712 | 2,990 1.3 

Training base 4,749 | 35,831 | 40, 580 16.2 | 5,194 | 44,632 | 49, 826 22. 1 
Recruits 6,137 | 6, 137 2.5 ls 14, 500 | 14, 500 6.4 
Students. .....----- 1,988 | 7,548 | 9, 536 3.8 | 2,446 | 12,358 | 14,804 6.6 
Overhead einen 2, 266 | 19,036 | 21, 302 8.5 | 2.188 | 14,436 | 16,624 | 7.4 
With Reserve. | "495 | 3,110 | 3,605 1.4 | "560 | 3,338 | 

Supporting base... ...-.----- | 2,782 | 28,274 | 31,056 12.5 | 2,992 | 19,320 | 10.0 
Supply establishment | 532 | 9,418 | 9,950 4.0 | 590 | 6,217 3.0 
Base service and administration | 1,840 | 18,572 | 20,412 8.2 | 1,977 | 12,792 6.6 
Joint and liaison 410 284 694 3 425 | 311 4 

Transients, and | | 

(including pipeline) 1, 844 | 27,953 | 29,797 12.0 | 1,815 | 24,605 | 26, 420 11.7 


Total Marine Corps_-.-....---.--| 18,718 230, 488 249, 206 100.0 | 18, 828 206, 193 


225, 021 100.0 


| 
| 
48811—54——6 


80 


Summary of the personnel requirements of the U. S. Marine Corps provided for by 
the fiscal year 1955 budget 


Percent of 
A. Active duty Officers Enlisted Aggregate | total Marine 
Corps 

8, 802 107, 827 116, 629 54.3 
411 12, 806 13, 217 6.1 
285 2, 686 2,971 1.4 
subtotal operating forces__--. 9, 498 123, 319 132, 817 61.8 
Training activities. 5, 023 35, 808 40, 831 19.0 
Supporting establishment 2, 546 19, 460 22, 006 10.2 
‘Transients, patients, prisoners... 1, 688 17, 663 19, 351 9.0 
Total. ... 18, 755 196, 250 215, 005 100.0 

Begin strength, fiscal year 18, 828 206, 193 
End strength, fiscal year 1955... 18, 755 196, 250 
Average strength hme years, fiscal year 1955). 18, 780 201, 220 220,000 | ..-.- ee 


CIVILIAN PERSONNEL 


Mr. Wieeieswortu. I understand from the second table appended 
to your statement that civilian personnel, including both field and 
departmental, is contemplated to drop from 17,190 to 16,621. 

General SHEPHERD. Yes, sir. 

(Discussion off the record.) 


MARINE CORPS RESERVE 


Mr. Wiaeieswortn. I understand that the Marine Corps Reserve 
zt present numbers about 24,000, and that you expect to increase that 
by June 30, 1955, to 42,300. 

General SHeruerpD. We hope to; yes, sir. 

Mr. Wiae.Leswortu. Of which 7,500 you hope to obtain from per- 
sonnel inducted during the fiscal year 1952 who are now beginning to 
return to civil life? 

General SHepHerpd. That is correct. 

Mr. WiGGLeswortH. Percentagewise that represents an increase 
from 45.4 percent as of now to 66.5 percent. 

General SuHeruerp. Of the total mobilization strength, which we 
are aiming for. 

Mr. WiaGieswortnH. As of June 30, 1955? 

General SHEPHERD. Yes, sir. 

(Discussion off the record.) 


SECURITY FORCES AND SHIP DETACHMENTS 


Mr. Wicciesworru. General, with respect to your security forces 
and ships detachments, I understand that of the 16,000 officers and 
men involved in fiscal 1955 there will be a total of 13,217 engaged in 
security work? 

General SuepHerp. That is correct, sir. 

Mr. Wiaciesworts. What is the corresponding figure in fiscal 
1954? 

General SuHepHerD. Fiscal 1954 is 13,162. 


— 
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ECONOMY 


Mr. Under the heading of “Economy” you refer 
to obtaining a picture of the relationship between what you have 
received from funds previously appropriated and your remaining 
material requirements as reflected in these estimates. Is that some- 
thing that should be taken up in the subcommittee? 

General SHEPHERD, Yes, sir; I think that can be better handled 
there. As I state in the next sentence following, the staff can cover 
those details. 

Mr. Mr. Scrivner? 

Mr. Scrivner. General Shepherd, on page 8 you have made the 
statement that you recognize the confidence the Congress reposes in 
the Marine Corps. I think the years that have gone by have demon- 
strated we do have that confidence. 1 might point out that that con- 
fidence is not lightly granted but has been earned. 

General SHePHERD. Thank you very much, sir. 

Mr. Scrivner. I think we have continuing confidence that it will 
continue to be earned. 


RESERVE STRENGTHS 


I discussed the Naval Reserve with Admiral Carney to some degree. 
In the discussion of your Marine Reserve Corps, what is your com- 
parative strength in the Marine Reserve now as compared to pre- 
Korea; let us say May or June of 1950. 

General Sureruerp. I have a table with that here, sir. In 1950 
the total Marine Corps Reserve was 129,572. 

Mr. Scrivner. What is it now? 

General SHepPHeERD. In June of 1953, it was 74,236. It has gone up 
considerably since then. 

Mr. Scrivner. Those figures do not agree with the figures given 
me awhile back from a different source. 

General SHEPHERD. Are we referring to the total Reserve or the 
Organized and Volunteer Reserves? 

Mr. Scrivner. | expect, from the figures you are giving me, I 
would need the other breakdowns. 

General SHerHerD. The figures I gave you, sir, were the total 
Marine Corps Reserve. I could break it down. 

Mr. Scrivner. Put that in the record, please. 

General SHepHerp. All right, sir. 

(The information follows:) 
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Marine Corps Reserve personnel strength (inactive) 


| | ne 
| June 30, 1980 | June 90, 1951 | Tune 30, 1952 | June 30, 1953 | Dee: 31, 1988 
Inactive Reserve, total. _______| 128, 839 40, 367 81, 435 | 79, 515 | 85, 592 
Officers..........- ted 26, 276 , 808 | 18, 978 | 20, 649 | 21, 333 
: 62. 457 58, 866 64) 259 
Organized Reserve. _- 8, 988 | 19, 666 | 23, 489 
Ground: | | 
499 | 1, 270 1, 420 
Enlisted............... "648 | | 4, 590 13, 542 17, 079 
Aviation: 
Officers... 716 | 910 1, 208 
Enlisted__... 3, 183 | 3, 944 3,773 
Volunteer 655° 71, 355 | 58, 789 | 2 60, 855 
22, 17, 763 | 18, 469 18, 696 
53, 592 | 40, 320 42. 159 
ee 1 092 | 1, 060 | 2 1, 248 
Enlisted snag nbaih 1, 309 | 1, 161 | 1, 092 1, 060 | 1, 248 


! Includes platoon leaders and officer candidates, 
2 As of Oct. 31, 1953, latest data available. 


General Sueruerp. As I pointed out in my statement, sir, we had 
to start from scratch. I think they are really doing a very fine job. 

Mr. Scrivner. Some place somebody had given me a figure that 
you had about one-fourth as many now as you had pre-Korea, so I 
would assume that was the Organized Reserve, because you are 
starting now from scratcb and just starting to build up? 

General SHepuerD. Yes, sir. The pre-Korean strength of the 
Organized Reserve was 40,000. Our present strength is 24,000. 


REENLISIMENT IN RESERVE 


Mr. Scrivner. Are you getting the young men who are Korean 
veterans to come into the Marine Reserve? What progress are you 
making there? 

General SuepuerD. The ones who are coming back from Korea? 

M1. Scrivner. Yes. 

General SueruerRD. We find that the volunteers who have returned 
from Korea or have been discharged from the Marine Corps are coming 
in quite readily. We have not had as great success as we had hoped 
in enlisting in the Reserve the obligors. 

Mr. Scrivner. In other words, the present legislation does not 
provide you with any means for compulsion? 

General SHEPHERD. No, sir. 

Mr. Scrivner. The law says they have the obligation to put in 
Reserve service, but there is nothing that makes them do it. 

General SHerHEeRD. I have made personal inquiries at various sta- 
tions where I have been, and I am of the opinion that as time goes on 
more and more will come in. 

I think it is a natural reaction when a man comes back from Korea. 
He has been drafted. He has been out there. He has come home. 
His idea is to get as far away from the military service as possible. 

At first a very definite recruiting campaign was inaugurated to 
endeavor to persuade him to sign up the minute he was discharged. 
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That did not meet with success. We are pursuing a slightly different 
tack now. We are going to him once a month and saying, “Is there 
anything we can do to help you get established in civil life? When 
you get squared away drop around to the armory some drill night and 
look up your friends.” 

We find after several months they begin to drift back if we once 
get them interested again. 

I hope, as is contained in my statement, to get some 7,500 of them 
back during this next year. 

Mr. Scrivner. You further said: 

This submission will support the growth of the Organized Reserve from about 
46.5 percent to 66.5 percent of the personnel goal by the end of fiscal year 1955. 
Percent of what? What is the personnel goal that you have, of which 
this is 46.5 percent? 

General SHeruerp. | think it is 63,000. I would like to check that. 
That was our mobilization strength. 

Mr. Scrivner. You can furnish that for the record. 

General SHepuerD. Yes, sir. It is about that. 

(The information is as follows:) 


Personnel goals, Organized Marine Corps Reserve 


Officer Enlisted Total 
2, 747 | 53, 507 | 56, 254 
Aviation... 760 5, 532 | 
Total 4, 507 | 59, 039 63, 516 


RESERVE TRAINING PROGRAM 


Mr. Scrivner. Then you continue by saying, 


In addition, it provides for a realistic training, equipment and maintenance 
program. 


We do not have time to go into it in detail here, but it might be of 
some interest if a rather terse or brief statement, though not too terse 
or brief, could be made which would give us a word description of the 
type of training that you give in your Marine Reserve program. 

General Yes, sir. 

(The following statement was subsequently supplied:) 


Marine Corps Reserve TRAINING PROGRAM 


The training program of the Marine Corps Reserve both for the Ground and 
Aviation components consists of two major phases: 
1. The program for paid-drill (Organized) units. 
2. The program for nonpaid-drill (Volunteer) personnel. 
The first consists of a home-armory program of 48 drills per year, each drill of 
2 hours duration. This instruction ranges from elementary indoctrination for 
newly joined individuals with no prior military service, to advanced training in 
various technical skills required of officers and noncommissioned officers. This 
training for ground units is guided by a master program prepared in the Training 
Branch, Division of Reserve, which provides a 2-year progressively complex 
curriculum. In the case of Aviation units, the syllabi governing the training are 
prepared by the Marine Air Reserve Training Command. Liaison and coordina- 
tion are maintained between the two higher echelons. ; 
iz Supplementing the home-armory training programs are 2-weeks of annual field 
training during which Organized unit training is conducted under the supervision 
of the Regular Establishment, the purpose of which is to provide actual field 
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practice in the basic and special subjects in which the unit has been schooled 
during the preceding year at the home-armory training centers, and also includes 
actual firing of organic weapons. 

In addition to the two preceding types of training personnel of the Organized 
units may attend active duty for training at selected service schools. These 
training periods may range from 15 to 90 days. 

The second major phase, training of volunteer (nonpaid drill) personnel, is 
accomplished by four general types of training namely: 

(a) 15 days active duty for training at selected service locations. 

(b) Volunteer training units—These are, in effect, the counterpart of the 
organized units except they receive no pay. 

(c) Associate duty program.—This type permits the performance of duty with 
other branches of the service on a non-pay basis and is utilized by reservists who 
cannot F swatweas. training in (a) or (b) above. 

(d) Correspondence courses 

The maximum training effort is devoted to the group most needed in the event 
of mobilization. Continuing efforts are made to modernize, streamline and 
increase the efficiency of the training program and bring the level of training into 
consonance with military requirements in the event of mobilization. 

The Marine Corps Aviation Reserve program is designed to train and/or 
maintain the proficiency of reservists in those skills required for mobilization by 
the Marine Corps. 

Towards this end 42 organized squadrons are trained on a 48 drill and 15 
day active duty for training basis. During these periods reservists receive on- 
the-job training in the various fields peculiar to aviation such as aircraft main- 
tenance, aviation ordnance, electronics, air control, aerology, intelligence, logistics 
and in the case of designated pilots, actual control of combat type aircraft. 

The Organized Reserve squadrons parallel their regular counterparts in com- 
position, mission and training syllabus in order that as units or individuals 
reservists can be immediately integrated with the regular service upon mobilization. 

For those occupational skills that cannot be acquired or maintained by on-the- 
= individual reservists are sent to specialized schools for 30- or 90-day 
periods. 

For reservists not attached to drill pay units annual periods of 15 days training 
at regular and reserve installations is provided. This program is designed to 
maintain minimum proficiency in the individuals occupational field so that upon 
mobilization these reservists can, with a brief period of indoctrination, be utilized 
in their specialty. 

REENLISTMENTS 


Mr. Scrivn...:. Then you have told us about 5 percent of these 
men, who have come to the Marines by way of Selective Service, are 
going to take on the Regular Marine status. What do the others give 
as reasons for not doing it? You have them right there where you 
can sell them the Marine Corps. They are right there with you. 
You do not have to go on TV, radio, or use newspapers or magazines 
or personal solicitation by recruiting teams or anything. 

General SHepHern. Well, in the first place most of them did not 
want to come into the service to begin with, so it is pretty hard to 
convince someone to continue for an extended enlistment in a position 
that you might say he resisted to some degree when he camein. These 
are selectees, sir; they are not volunteers. 

Mr. Scrivner. I know. 

General SHepoHerv. We had hoped to get a larger percentage. 
We have put on an intensive reenlistment drive. e emphasized 
that last year. 

If you will note the figures I have here, last year we got up as high 
as 90 percent in our reenlistment programs of Regular and Reserve 
marines. But these draftees just are not interested, sir. 

Mr. Scrivner. It sounds like they have pretty good sales resistance. 
I have almost been tempted to enlist in the Marines myself. 

General SuepuerD. | wish you would, sir. 

(Discussion off the record.) 
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OFFICER TRAINING PROGRAM 


Mr. Scrivner. One of the other features of the Marine Corps that 
has always appealed to me for several reasons, I expect, has been your 
officer training program. I do not believe that enough people quite 
appreciate the program you have. That is the one you usually call 
the ROC. Of course, we have been talking about the ROK troops 
for 3 or 4 years now, and I am afraid some people are getting the ROK 
troops and the ROC officer training program confused. 

General SHepuerp. Is that the platoon-leader program, sir; the 
PLC? 

Mr. Scrivner. No. Off the record. 

(Discussion off the record.) 

Mr. Scrivner. I wish you would put in a brief outline of that 
course. So far as Uncle Sam is concerned, you probably get more 
value received from that than any of the others we are putting on. 

General SHEPHERD. I might add, sir, it is still very, very popular, 
and we are oversubscribed. 

(The information is as follows: ) 

The pletoon-leaders’ class which began in 1934, is a program which affords 
college freshmen, sophomores, and juniors the opportunity to qualify for appoint- 
ment to commissioned rank in the Marine Corps or Marine Corps Reserve upon 
graduation from an accredited college or university. 

Students are required only to attend two 6-week periods of concentrated training 
during summer vacations from school and prior to graduation. This training 
gives the minimum essential military and leadership instruction at ® squad and 
pletoon level for qualification for a commission in the Marine Corps Reserv 
Successful candidstes 2re commissioned snd immedistely ordered to besie schoc! 
for the basic training given to all newly commissioned Marine Corps officers, 
and then to other duty. A total of 2 years’ active-duty time is required (including 
basic school), however, it is planned to increase this required active-duty time to 
3 years in the immediate future. 

From the dete of enrollment until graduation they are exempted from induction 
under the Universal Military Training and Service Act. Unlike the various 
ROTC programs, no portion of the academic year is devoted to military drills 
or instructions. 

Mr. Scrivner. That is all, Mr. Chairman. 

Mr. Miter. General, I do not have many questions. We, of 
course, all have a high regard for the Marine Corps and its efficiency. 
I think it is pretty well advertised, too, and I guess it is a good thing. 

Mr. Scrivner. There is no unknown Marine. 

Mr. Miter. Certainly I would not dare express any other view. 
Since my closest neighbor is Congressman Devereux, I would have to 
say that, but I do say it sincerely, anyway. 


FLEET MARINE FORCE 


There is one question I would like to ask you, sir, although I do 
not know that it is particularly important 1 connection with the 
budget. What proportion of your combat strength is engaged in 
fleet duty; that is, on ships on the old traditional Marine “detail 
function? 

General SHérHerD. 1.4 percent, sir. 

Mr. Miter. Only 1.4 percent? 

General SHerHerRD. 1.4 percent are on actual ships detac hments, 
on the 42 battleships, cruisers, and naval vessels. 

In the security forces, which guard navy yards and provide that 
type of duty, there are 6.1 percent. 
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Mr. Mier. That is Shore Patrol, a police type of duty? 

General SuepHerD. Well I would not call it that; no, sir. 

Mr. Mitier. Or guard duty? 

General Suernerp. It is guard duty at naval installations; navy 
yards, shipyards, and ammunition depots. 

The bulk of our operating forces, 54.3 percent to be exact, belong 
to the Fleet Marine Force, which is a component part of each fleet. 
It is the force that the fleet commander has to project the power of 
the Navy ashore. 

Mr. Miiuer. That is where you might have a whole battalion, for 
instance, with the fleet; not for operation on the ships on which they 
are carried but for possible landing operations and similar tactical use? 

General Sueruerp. Yes, sir. 

Mr. Mituier. You say that is about 54 percent? 

General SHepnerD. That is 54 percent of the Marine Corps, in 
what we term the ‘Fleet Marine Force.” 

Mr. Mitier. Does that include both the air and ground forces? 

General Suernerd. That figure includes both air and ground. 

Mr. Mriuter. That figure includes the three divisions? 

General Suepuern. Yes, sir. 

Mr. Miter. They are considered in that category? 

General Saepuerd. They are the Fleet Marine Force. The 3 
Marine divisions and 3 Marine air wings with their supporting units 
constitute the Fleet Marine Force. 

That is further divided into a Fleet Marine Force, Atlantic, and a 
Fleet Marine Force, Pacific. 

Mr. Miuurr. Withir that you have also these divisional organiza- 
Lions, so that they can operate on land as infantry? 

General Suppuerp. Yes, sir. 

Mr. Miuuer. I believe your divisions are a little stronger, are they 
not? 

General SHepHernD. Yes, sir; that is on account of their amphibious 
capabilities and the necessity for a shore party with its own supply. 
It is a compact, self-contained unit. 

Mr. Miuuer. In addition to the divisions, does the Marine Corps 
have what would correspond in the Army setup to corps and Army 
artillery, and organizations of that sort; or are they all within the 
divisional organization? 

General SueruerD. To a very limited extent we have certain force 
headquarters troops. We use the term “force headquarters troops.” 
It is a very flexible organization. We have no fixed numbers. 

We do have actually in each Fleet Marine Force troops organization 
today a supporting battalion of heavy guns and some engineering and 
shore party troops. 

Mr. Miuuer. Signal troops? 

General SHepuerD. Yes, sir; some signal troops. It is a very small 
number. Those are the units that are being reduced in order to keep 
the divisions up to full strength with this personnel reduction we are 
receiving. 


Mr. Miuuer. Once you are ashore and in the line, so to speak, is 
your divisional armament and equipment, with the exception of things 
specially designed for landing operation about the same as an infantry 
division’s equipment? 

General Suepuerp. Relatively; yes, sir. 


e 3 


nits 
id a 


iza- 


hey 
ous 


rly. 


rps 
my 
the 


rece 


ion 
nd 


87 


Mr. Mitier. You have, for instance, the 105 howitzer? 

General SHepHerpD. Yes, sir. 

Mr. Miuuer. And the 155? 

General SunpuErD. Yes, sir. 

Mr. Minier. Do you have 155-gun battalions in the Marines? 

General SHepHerD. We have two 155-gun battalions at reduced 
strength only. All of our arms are identical to those of the Army. 

Mr. WiaGLeswortu. Mr. Ostertag. 

Mr. Osrertac. No questions. 

Mr. WicGLeswortH. Mr. Hruska? 

Mr. Hruska. | have no questions 

Mr. Mr. Sheppard? 

Mr. Suepparp. No inquiries, Mr. Chairman. I think my col- 
leagues have done a remarkably good job of inquiry into the situation 
presented. I do not see any occasion for wasting the time of the 
committee. I am quite satisfied with the presentation to date and 
until the details become available. 

Mr. Sixes. Off the record. 

(Discussion off the record.) 


COMBAT EFFECTIVENESS 


Mr. Sixes. General, will you tell me, please, whether the combat 
effectiveness of the Marines will be reduced under the fiseal 1955 
budget? 

General SHEPHERD. Not insofar as our 3 combat divisions and our 
3 combat air wings are concerned. 

Mr. Sikes. Does that infer that there will be a reduction in the 
overall effectiveness which might have a detrimental influence on 
combat effectiveness of the Marine Corps? 

General SHerHEeRD. Not under the present 1955 budget. There will 
be 10,000 fewer fighting marines. The Marine Corps will be just that 
much less effective. 

Mr. Sikes. Then by that proportion you will have a reduced com- 
bat effectiveness? 

yeneral SHEPHERD. That is right, sir. At the present our strength 
today is 240,000. We go down to 225,000 on the 20th of June. At 
the end of the next fiscal year we go to 215,000. By that number of 
marines we lose that much effectiveness. 

Mr. Sixes. Are the 3 Marine divisions which we now have full- 
strength divisions? 

General SHeruern. Yes, sir; they are. 

Mr. Sixes. Will the three Marine divisions which we will have 
under the proposed fiscal year 1955 budget be full-strength divisions? 

General SHxpuEerD. Yes, sir. The divisions themselves will be 
full strength. We are taking the cut in personnel from what we refer 
to as our force troops. 

Mr. Srxes. Will you tell us what you mean by that? 

General SHepuern. Force troops are the supporting elements of 
the two Fleet Marine Forces. For example, we have the 155-gun 
battalion. We have certain other engineering and supporting ele- 
ments which are to back up the divisions when they go ashore. Ona 
major amphibious landing there must be a backup. We are taking 
our cuts there, besides cutting in every other possible conceivable 
place in the Shore Establishment. 
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Mr. Stxes. Do I understand now you are reducing the number of 
supporting troops, who, after all, are combat troops? 

General SHerHerd. Part of the reduction will come from them, 
sir, and part of it will come from the Shore Establishment, wherever 
we can possibly cut a man. 

Mr. Srxes. In the Shore Establishment what categories of per- 
sonnel are being eliminated? 

General Suepuerp. All categories, sir. We are constantly review- 
ing our tables of organization to try to find where we can eliminate 
aman. We do that also with the divisions. 

In our tables of organization we have effected certain economies 
where we felt we could reduce a certain unit by so many men, by 
eliminating or consolidating different units. We have been able to 
do that, sir. 

Mr. Stkes. Does this reduction affect. your supply lines or the 
personnel who handle supplies 

General Suepuerp. To a degree; yes, sir. That is another place 
we have felt we could reduce, if necessary. 

Mr. Sixes. Naturally we want you to reduce personnel wherever 
you can to eliminate nonessential functions. Do you feel that you 
are having to cut those supply elements to a level which may be below 
a safety level? 

General SuepHerp. No, sir; I would not say they were below a 
safety level. We have reduced them to a very minimum. 


AIRCRAFT 


Mr. Sixes. Did I understand that you will operate about the 
same number of aircraft in fiscal 1955 as you are now operating? 

General SuepHerp. Yes, sir. 

Mr. Srxes. Will they be more modern aircraft than those you now 
operate? 

General Suepuerp. We are getting our proportion of jet planes. 
_ We get them from the Navy. We are getting more and more jets. 
Just the specific figure I do not have at the moment. 

Mr. Srxes. Do you feel there is a reduction at any point in your 
air arm in supporting personnel or other personnel where you may be 
approaching a level which will be below a safe level? 

General Suepuerd. No. I feel that our air arm is adequate to 
provide us with the close air support which is its major mission for 
our combat ground forces. 

Mr. Sixes. That is all, Mr. Chairman. 

Mr. Suepparp. I would like to say this before the general leaves: 
On the recent inspection tour I had in the continental United States 
I covered a large number of marine installations. I found your field 
commands and their respective station officers most cooperative, and 
they made their presentation responses most expeditiously. I am 
very grateful for the fine consideration and courtesy that was accorded 
to me on that trip. 

General SuprnerpD. Thank you very much, Mr. Sheppard. 

Mr. WiaeeieswortH. Thank you very much, General. It is a 
pleasure to have you with us. 

General SuepuerD. Thank you very much, Mr. Chairman. 
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SUBCOMMITTEE ON DEPARTMENT OF THE NAVY APPROPRIATIONS 


RICHARD B. WIGGLESWORTH, Massachusetts, Chairman 


HAROLD C. OSTERTAG, New HARRY R. SHEPPARD, Cali- 
York fornia 


Wepnespbay, Fepruary 24, 1954. 


GENERAL BUDGETARY SUMMARY 


WITNESSES 


REAR ADM. EDWARD W. CLEXTON, USN. ASSISTANT COMPTROL- 
LER, DIRECTOR OF BUDGET AND REPORTS 


Mr. SHeppParp. | have nothing further at this time, Mr. Chairman. 

Mr. Wiaeteswortn. The committee will come to order. 

I understand that Admiral Clexton, Assistant Comptroller, Direc- 
tor of Budget and Reports, has a general statement for us this morning. 

Admiral Clexton. 


STATEMENT OF ADMIRAL CLEXTON 


Admiral CLexton. Mr. Chairman and members of the committee 
ou have heard many witnesses from the Department of Defense 
in regard to the basic military and budget policies for the fiscal year 
1955. I shall summarize the budget estimates for the Department 
of the Navy. 
NEW OBLIGATIONAL AUTHORITY 


I would like to insert table A in the record at this point to show 
the request for new obligating authority in the amount of $9,870 
million for the fiscal year 1955, by appropriation, with comparative 
data for the fiscal years 1953 and 1954. The amounts shown in table 
A are the exact request for funds by appropriation which will be 
justified in detail by the bureau chiefs and the Commandant of the 
Sains Corps when they appear before you. 

Mr. WiaG.ieswortH. Without objection, the table will be inserted 
in the record at this point. 

(The table requested is as follows:) 
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DEPARTMENT OF THE Navy 
TaBie A.— New obligational authority, fiscal years 1958, 1954, and 1955 


{Thousands of dollars} 
Fiscal y Fiscal y President's 
Appropriation ear ear | budget. fiscal 
year 1955 
Military personnel: 
2, 667, 340 2, 541, 000 2, 427, 000 
Navy personnel, general expenses. _.__-.........-..------------ 98, 590 83, 000 76, 000 
Military personnel: 
697, 629 738, 000 614, 000 
Marine Corps: 
785, 255 195, 000 176, 700 
Aircraft and facilities... 943, 000 943, 000 971, 100 
Aircraft and related procurement _---_-- Shingdddtouebbbasowkl 3, 450, 000 1, 379, 000 1, 987, 000 
1,059, 000 896, 400 937, 000 
Construction of 4 52, 273 56, 700 7, 600 
Shipbuilding and conversion_- es eee 511, 938 720, 000 1, 042, 400 
Medical care..........-. 97, 357 83, 429 | 70, 300 
180, 300 115, 000 | 116, 800 
Military construction, Naval Reserve Forces. 30, 000 15, 000 
Research 70, 315 58, 600 61, 000 
Servicewide supply and finance... ....-....-....-.-..--..-.--. 467, 634 382, 500 341, 000 


' $1,100 million to cover the needs of the entire Department of Defense proposed for later transmission. 


Admiral Cirexton. In addition to this new obligating authority 
there is requested $45 million to liquidate contract authority granted 
in prior years for shipbuilding programs. 

The funds requested for fiscal year 1955 are approximately $500 
million more t! »n in fiscal year 1954; however, the increase is more than 
accounted for by the increased procurement requested for aircraft 
and the shipbuilding program, the total of these increases amounting 
to about $930 million. From this, you can see that there actually 
has been a decrease of about $500 million in other areas of the budget 
for fiscal year 1955. 

No funds are included in this budget request for military public 
works. The public works program for the Department of Defense 
will be submitted later. 


UNEXPENDED BALANCES 


The word “carryover” has caused a considerable amount of mis- 
understanding in the budget process, and for that reason, I will 
outline the terms involved in the Navy submittal. The unexpended 
balances carried forward into the next fiscal year are in most cases 
obligated except in such programs as shipbuilding and public works 
where phasing of the obligations is an essential part of the efficient 
method of operation. Hence, as a general rule in the Navy, unex- 

ended balances are synonymous with unliquidated obligations. 
hey represent firm contracts proceeding to completion on which 
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payment has not yet been made. Both of these terms are called 
carryover. 

I would like to insert in the record at this point table B which is 
a summation of the unexpended balances brought forward; the new 
funds available for obligation and expenditures for the fiscal years 
1951 through 1955, inclusive. 

Mr. WiaeG.eswortH. Without objection, the table will be inserted 
in the record at this point. 

(The table referred to is as follows:) 


TARLE B.— Amounts available for expenditure and expenditures, fiscal years 1951-55 
(Billions of « pure’ 


Fiscel Fiscal Fiscal Fiscal Fiseal 
year | year year 3 year year 
1951 1952 1953 1954 | 1955 
| 
Unexpended balance, July 1 !_...-.-.-....-..--- = 3.6 10.4 bp is 16.2 16.6 | 13.5 
Plus: | 
New availability 12.4 16.1 | 12.7 9.4 | 9.9 
Equals total available. ........-.-....--..---- 16.1 | 26.5 28.8 | 25 "| 23.4 
Expenditures (fiscal years 1951, 1952, 1953 actual; | 
fiscal years 1954, 1955 estimated) 5.6 | 10.2 11.9 | 11.3 | 10.5 
Lapsed funds (fiscal years 1951, 1952, 195 ieseagsts | | 
fiscal years 1954, 1955 estimated) - dd 1) 1 | 3 9 .4 
Equals unexpended balance, June 30. - ---.-- 10.4 16.2 | 16.6 13. 5 | 12.5 


Admiral CLexton. The table shows two significant characteristics. 
First: At the start of the Korean war in 195! the Congress appro- 
priated a considerable amount of new funds to get the machinery of 
our country ready to make munitions. The 1951 appropriations 
totaled $12.5 billion. 

In 1952, additional funds were appropriated to obtain the machines 
and supplies for war. The appropriation was $16.1 billion. Without 
controls on either manpower or materials, the military items ordered 
in 195) and 1952 were not delivered at the rate expected, leaving a 
large unexpended balance of the funds obligated by contract for the 
essential material, and hence in 1953 the amount of new funds re- 
quired was reduced considerably. 

You will notice a drop from $16.1 for 1952 down to $12.6 for 1953, 
a 25 percent decrease. 

Mr. OsrertaG. On your chart you show (1) carryover, (2) new 
authority, and (3) expenditures. ‘‘New auchority’? means new 
money, does it not? 

Admiral CLexton. Yes sir. 

Mr. OsrertacG. In other words, it is more than authority. It is 
money. 

Admiral CLexton. It is new obligating authority. Yes, it is money. 
In 1953 we were able to accept a 25-percent reduction in new money 
because of the fact that the material which had been contracted for 
in 1951 and 1952 had not been delivered. 

In 1954, as a result of the deliveries of material made in 1952 and 
1953, the stabilization of the size of the Navy, and the carryover into 
fiscal year 1954 of $16.6 billion of unliquidated obligations, the funds 
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appropriated were again substantially reduced. This time it was a 
20-percent reduction. 

In 1955, with the shooting war over in Korea and the reduced size 
of the Navy, the funds requested are below those for fiscal year 1954 
except in the areas previously mentioned by the Secretary of the 
Navy (shipbuilding and aircraft procurement). 

Mr. Wiacreswortn. J notice that the new obligational authority 
in 1954 appears at the $9.1 billion and in 1955, $9.9 billion, or an 
increase of about $800 million. I had understood the increase was 
around $500 million. 

Admiral Ciexron. The difference there is about $300 million. It 
is a transfer out of the stock fund, a reduction of $250 million, plus 
other small amounts so that these are net figures. The figures on 
this board are net figures. 

Mr. Osrertaa. Gross rather than net, is it not? 

Admiral CLexton. No, sir. The appropriation in 1954 was $9.358, 
A reduction of $250 million in stock fund, and other minor adjustments 
which totals about $0.3 billion and hence ends up with a aet appro- 
priation of $9.1 billion in 1954. 

Mr. Ostrertac. Mr. Wigglesworth was pointing out the difference 
between 9.1 and 9.9 ,which is $800 million. You pointed out there was 
a difference of $500 million. 

Admiral CLexton. That is correct. 

Mr. Osrertac. That is a difference of $300 million, which means 
that the $9.9 is the gross figure, is it not? 

Admiral Ciexton. The $9.9 billion is the gross, yes. 

Off the record. 

(Discussion off the record.) 

Second: the amount of unliquidated obligations, or carryover, builds 
up very rapidly when technical war material is ordered and the 
economy of the country is not set up to produce it. After the mate- 
rial starts to come off the production lines, however, the unliquidated 
obligations, or carryover, drops until it reaches a stable level based 
on the normal lead time to produce the material ordered. The Navy 
should reach a normal level about 1956. Of the $13.5 billion carry- 
over into fiscal vear 1955, all but $640 million, or 5 percent is esti- 
mated to be obligated. The unobligated portion is contained in the 
long-range programs of public works and shipbuilding. 

I have tried to give you briefly our request for funds for the fiscal 
year 1955 and the history of the Navy expenditures and carryover 
since 1951. The witnesses who follow me will explain in detail the 
programs and the funds required for their support. 

As you know, I will be available throughout the hearings to assist 
you in every way possible. In my closing statement I will place in 
the record exhibits and other information which will assist you in 
your review. 

Mr. Wiceteswortn. Thank you, Admiral. 


UNOBLIGATED BALANCES 


You state toward the end of your statement that of the $13.5 
carryover into fiscal year 1955 all but $640 million, or 5 percent, is 
estimated to be obligated. 
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I understand there is also an estimated carryover into fiscal 1956 a 
year later, of about $12.5 billions. Have you any estimate as to how 
much of the latter figure will be unobligated percentagewise? 

Admiral CLexton. Not at this time, Mr. Chairman. I will ; 
an estimate for you sometime during the hearings because the fiscal 
year 1954 will affect the estimate, based on the operations from now 
until the end of this year. 

Mr. Wiacieswortu. | would like if possible, when you revise your 
remarks, to get a breakdown of the 5 percent estimated unobligated 
carryover as “of June 30, 19: 54, and similar information, if possible, as 
to the estimated unobligated carryover as of June 30, 1955, so that we 
can see as specifically as possible what the unobligated amounts cover. 

(The information requested is as follows:) 


Unobligated balance 


Estimated unobligated balance June 30, 1954, 
Appropriation title: in dollars 

Total direct (general) accounts___-__________- _..--. 1 $640, 065, 621 
Construction of Ships, 12, 790, 000 
Shipbuilding and Conversion, Navy___.--.---------- 2 218, 942, 536 
Ordnance for New Construction, Navy- 19, 226, 233 
Military Construction, Naval Reserve Forces 5, 629, 000 
Construction, Water Supply Facilities, Navy....--___----- 1, 450, 277 
Public Works, Navy- ---------- -. 283, 544, 819 
Naval Petroleum Reserve No. 4, 1, 075, 190 

Special fund i 2, 366, 772 
Ships’ Stores Profits, Navy 2, 366, 772 


Unoligated halance 
June 30, 1956, 
in dollars 


Total direct (general) $432, 540, 958 
Construction of Ships, 5, 000, 000 
Shipbuilding and Conversion, Navy____--------- ‘ 2 264, 721, 736 
Ordnance for New Construction, Navy_-._- 15, 333, 837 
Military Construction, Naval Reserve Forces___-__-_----- 2, 258, 000 
Naval Emergency 1, 682, 566 


Public Works, Navy. 143, 544, 819 


1 Includes Naval Petroleum Reserve No. 4, $1,075,190, shown in error in budget document as available 
for obligation in fiscal year 1955. 

2 Includes reimbursements earned but not obligated ($13,815,990). 

3 Excludes Naval Petroleum Reserve No. 4, Alaska, $1,075,190, shown in error in budget document as 
available for obligation in fiscal year 1955, 


COMPARATIVE TABLE—1954 APPROPRIATION AND 1955 ESTIMATE 


Mr. Wiceteswortn. If there is no objection we will insert at this 
point in the record the table taken from the committee worksheet en- 
titled “Department of the Navy” which gives by appropriation the 
amounts made available for 1954, the budget estimate for 1955, and 
the increase or decrease resulting. 

(The information requested is as follows:) 
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Department of the Navy 


{(Nore.—Excludes military construction] 


Increase (+) or 
decrease (—), 
Tien Appropria- Budget esti- | estimates, 1955, 
tions, 1954 mates, 1955 | compared with 
1954 appropria- 
tions 
Personnel: 
$2, 541,000, 000 | $2, 427,000,000 | —$114, 000, 000 
Nev 1 63, 300, 000 78, 100, 000 +14, 800, 000 
Navy personnel, general expenses aE SS eee 83, 000, 000 76, 000, 000 —7, 000, 000 
Military personnel, Marine Corps ao Bh eh 4 738, 000, 000 614, 000, 000 —124, 000, 000 
Military personnel, Marine Corps Reserve........--___- 13, 800, 000 17, 100, 000 +-3, 300, 000 
Marine Corps troops and facilities. -_.................- 195, 000, 000 176, 700, 000 — 18, 300, 000 
Marine Corps procurement. ._...............--.----..-- 2151, 127, 000 143, 500, 000 —7, 627, 000 
Aircraft and facilities...................-.-- 943, 000, 000 71, 100, 000 +28, 100, 000 
Aircraft and related procurement. ....................- 1, 379, 000, 000 | 1, 987, 000, 000 +608, 000, 000 
896, 400, 000 937, 000, 000 +40, 600, 000 
Construction of ships (1948-51 programs)... 56, 700, 000 57, 600, 000 +900, 000 
Liquidation of contract authorization ._._.._._____- 70, 454, 000 11, 000, 000 —59, 454, 000 
Shipbuilding and conversion (1952-1955 programs) - - 720,000,000 | 1, 042, 400, 000 +322, 400, 000 
Ordnance and facilities__ 804, 000, 000 626, 200, 000 —177, 800, 000 
Ordnance for new construction | Giquidation « of contract. 
authorization) - 10, 000, 000 34, 000, 000 +24, 000, 000 
83, 429, 000 70, 300, 000 —13, 129, 000 
A 115, 000, 000 116, 800, 000 +1, 800, 000 
Military construction, Naval Reserve Forces... ..____- 30, 000, 000 15, 000, 000 —15, 000, 000 
Facilities (transfer authority) _-.....................-.--- (25, 000, 000) (26, 000, 000))(_............. 
58, 600, 000 61, 000, 000 +2, 400, 000 
Servicewide supply and See Se 382, 500, 000 341, 000, 000 —41, 500, 000 
ee ee 104, 000, 000 108, 625, 000 +4, 625, 000 
Naval petroleum reserves (transfer ‘authority in 1954) __ (2, 400, 000) 3, 575, 000 +3, 575, 000 
Total, title V—Department of the Navy, general_. 9% 438, 310, 000° 9% 915, 000, dasa _+476, 690, 000 
Special accounts: 
Preparation for sale or salvage of military property. 6.000, 000 6,000, 000 3 
6, 000, 000 6, 000, 000 
Total, special accounts, Department of the Navy 12, 000, 000 | 12, 000 000° | 
Total, title V—general and special Seen, De- 
OF INOW 9, 450, 310, 000 | 9, 927, 000,000 | +476, 690, 000 


1 In addition, transfer of not to exceed $2,983,000 from another. 
2 In addition, certain unexpended balances from prior appropriations, 


RESEARCH AND DEVELOPMENT 


Mr. Wiae.eswortn. I don’t know what further tables you plan to 
give us, Admiral Clexton, but I would like to get a table under the 
heading of “Research and development” which would show by appro- 


priation for the 3 fiscal years ’53, ’54, 
cost, and the total cost. 


and ’ 


(The information requested is as follows:) 


55 the direct cost, indirect 


= 

| 

| 


| 
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Research and development (direct and indirect obligations), fiscal years 1953, 1954, 
and 1955 


of dollars] 


} Fiscal year 1953 | Fiscal year 1954 Fiseal year 1955 
Total | Direct |Indirect|) Total | Direct |Indirect; Total | Direct — 
| 
Total costs__- \$487, 354 $443, 331 44, 023 |$444, 386 ($399,011 |$45,375 |$435,163 $389,271 $45,892 


Aircraft and facilities _| 203, 278 173, 902 29,376 | 187,848 147,149 | 30, 791 


Ordnance and facilities | 152,155 | 144,739 | 7,416 | 131,604 116, 981 8, 052 
Ships and facilities.....| 62,300 | 62,300 |_. | 63,676 66, 814 
Research hee | 58, 990 53,637 | 5,353 | 50, 286 | 49, 427 5, 103 
Medical eare...........| 4,224 4, 224 |..-- | 4,476 | | 4, 400 
Servicewide supply | | | } 

and finance... 661 700 | 700 700 700 
Civil engineering 3,480 | 1,602! 1,878 3, 346 1,350 | 1,996 | 3,296| 1,350 1,946 
Navy personnel, gen- | | | } } 

eral expenditures | 631 | 450 | 450 |-- 450 450 
Marine Corps troops , | | | | | 

and facilities... | 2,000] 2,000 2,000 | 2,000 


CIVILIAN PERSONNEL-—-GRADED AND UNGRADED 


Mr. Also under “Civilian personnel’, I assume 
you will give us some detailed information later, I would like to get, 
among other things, a table which will show for 1953, 1954 and 1955 
the number of graded personnel and the dollars involved, and the num- 
ber of ungraded personnel and the dollars involved, by appropriation. 

(The information requested is as follows:) 


Average civilian employment—Appropriation basis, graded and ungraded, Navy 
and Marine Corps, Mar. 1, £084 


Fiseal year 1953 Fiseal year 1954 | Fiseal year 1955 
Man- | Man- Man- | 2 
years Dollars | years Dollars years | Dollars 
| 
Geon@tetel.... ..2i.525 54 S 457, 904 a 860, 127, 262 | 424, 692 1, 771, 356, 521 | 410, 401 | 1, 713, 31 5, 781 
‘150, 827 | 653, 341, 822 | M46, 321 636, 147, 219 | 143,301 | 623, 979, 630 
307, | 1, 206, 785, 440° 78, 37 135, 209, 302 | 267,100 | 1, 089, 336, 151 
Navy personnel, general ex- 
nS ER ae 10, 266 | 39, 202, 264 | _% 647 37, 806, 893 9, 602 37, 664, 129 
5, 912 22, 774, 809 | 22, 37 6, 069 5, 583 22, 141, 342 
eS eee -| 4,354 | 16, 427, 455 4, 003 15, 430, 824 4, 019 | 15, 522, 787 
Marine Corps troops and facil- | 3 ma 
| 17,589 60, 733, 008 | 16, 179 60, 602, 768 15, 227 55, 646, 284 
| 5,333 | 19,487,350 | 5,083. 7| 5,060| 18,517,487 
Ungraded. Ldaiencborastal 12, 256 | __ Ai, 245,658 | 11,096 | 10, 167 37, 128, 797 
Aircraft and facilities...........| 80,393 | 317, 170,754 75 995° 314, 521,230 | 74,085 | 308,473, 100 
Graded 21,128 | 86, 748, 945 219, 234 "20, 88 | $7, 788,457 
Ungraded. ee fevedecend | 59, 265 230, 421. 809 , 301, 996 53, 597 220, 684, 643 
Aireraft and related } 
| 2,872 12, 047, 296 2, 390 630, 000 2, 369 11, 537 000 
4, 782, 702 831 4, 773, gu 4, 763, 940 
3: 6, 773, 060 


7, 594 1, 559 6, 856, ORY 


Ships and facilities. 240, 742, 700 


|i 
=) 


4834, 548 _ 57,899 “25: 


0 16, 551 75, 317, 585 13, 208 60, 361 700 58, 105, 500 
66, 742 281, 116, 963 44, 691 192, 788, 000 182, 627. 200 


| 

), 
55, 
ith | | 
ia- 

} 
) 
) 
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Aterage civilian employment—Appropriation basis, graded and ungraded, Navy 


and Marine Corps, Mar. 1, 195. ,-—Continued 
| Fiseal year 1953 Fiscal year 1954 Fiscal year 1955 
Appropriation im 
| Man- | Man- Man- 
| years | Dollars years Dollars years Dollars 
| | } 
| 

Construction of ships. | 11,508 49, 838,376 | 2, 259 10,386,900 | 859 | 4, 046, 800 
| 2,344 | 10,941,629 682 | 3,326,700! 500 
el eat aes | 9, 164 38, 896, 747 | 1,577 7,060, 200 | 510 | 2, 283, 300 

re and conversion, | | 

110 150, 587, 680 | 35,916 161, 391, 800 37, 200 168, 024, 400 
| 6,568 | 30,162,432 | 7,779 | 35,422,500 | 8,222 | 87, 584, 400 
| 27,542 | 120,425,248 | 28,137 |  125,.969.300 | 29,068 | 130, 459, 800 
IRNV: Construction and ma- | 
Graded 

Ordnance and facilities.........| 52,336 | 208, 730, 509 “46, 580 | 192. 405,000 | 46, 028 | 189, 223, 000 
14, 897 421, 921 14, 867 68,194,929 | 14.659 67, 138, 220 
37, 439 | 140, $08,678 | 3 31,713 | 210, 3}, 369 | 122 084, 780 

Ordnance for new construction.| 130 4,412,000 | 213 | 4,926,000 | 1,196 4,845, 000 
203 887, 516 218 962, 688 215 | 948, 795 
Ungraded... 3, 524, 484 995 3,963,312} 981 3,896. 205 

IRNV: Armor, armament, and 

ammunition. ................ 690 2. 673, 000 

Medical care...........-.-----.} 10,721 35, 424, 880 9,719 33, 610, 000 
3, 863 14,038,456 | 3, 673 13,365,512 | 3, 487 535 
ee ee 6, 858 21 386, 42 424 6, 046 20, 244, 488 5, 645 19, 590, 465 

Civil 18, 988 73, 433, “18: 526 323, 187. 18, 196 261, 313 
6, 121 27, 976, 887 6, 044 28. 375, 254 950 | 27,793, 022 
SS Tee 12, 867 45, 456, 719 12, 482 44,947,933 | 12,246 | 44, 468, 291 

Research, 3, 343 16,892, 272 1,460 7, 728,, 530 | 4, 430° = 588, 000 
Graded 2, 476 13, 122.778 | 1,218 6,699,530 | 1,190 “6, 587,000 
867 3, 709, 494 242 1, 029, 000 240 1, 021. 000 

Servicewide and fi- 

nance. 239, 623, 495 | 59,185 | 222,278,400 | 55, 107 206, 694, 000 
Graded 39,174 | 130,312,205 | 37, 205 134, 217,400 | 34, 673 125, 100, 000 
Ungraded ......... 26, 319 100, S11, 200 21, 980 88, 061, 000 20, 434 81, 594, 000 

Servicewide operations 10, 283 43, 811, 405 | 10, 219 43, 721,502 | 10,029 43, 099, 476 
8,584 | 38,254,850] 8,452]  38,023,480| 8,372] 37, 702, 860 
Ungraded............-....- 1, 699 , 556, 1, 767 5, 698, 022 1, 657° 5, 396, 607 

Naval petroleum reserves ab 98 541, 004 76 366, 732 57 2384, R82 
98 541, 004 73 351, 722 52 254, 867 
3 15, 010 5 30, 015 

Public works, Navy. .........- 3, 279 14, 876, 737 2, 919 13, 073, 800 2, 433 10, 680, 000 
| 2,834, 13,712,617| 2,514| 12,004,600 | 2, 148 9, 926, 175 
Ungraded........--.-..--..| 445 1, 164, 120 405 1, 069, 200 285 753, 825 

| 

Military construction, Naval | 

Reserve forces... ._.......-..- |-+------. |--------------- 36 164, 200 57 267, 000 
36 164, 200 57 267, 000 


|_| 

4 
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Average civilian employment— Appropriation basis, graded and ungraded, Navy 
and Marine Corps, Mar. 1, 1954—Continued 


} Fiscal year 1953 Fiscal year 1954 Fiseal year 1954 


Man- | Man- Man- 
years | Dollars | years Dollars | years Dollars 
Preparation for sale or salvs vage| 
military property _- : 387 | 1, 445, 000 923 | 3, 600, 000 | 822 | 3, + 200, 000 
nee ee 70 | 297, 360 | 167 717, 600 148 638, 176 
Ungraded__. oheg | 317 | 1, 147, 640 | 756 2, 882, 400 | 674 | 2, 561, $24 
Navy 3,512} 13,083,590 | 2, 435 | 9,070, 000! 1,632! 6, 080, 000 
34 | 119, 030 | 33 | “117, 500 33 | 
Ungraded__.______- .-| 3,478 12, 964,560 | 2,402 8, 952, 500 1, 599 | 5, 
Laundry Service, N. A___.-___| 161 | 373, 504 | 141 |* 
Graded - 4 | 13, 240 5 | 18, 865 
Ungraded. - = axa 157 | 360, 264 136 327, 635 
Naval working fund_______. -| 3, 884 | 14, 5€9,137 | 3, 623 13,619,000 | 2, 537 9, 511, 100 
332 1, 106, 992 348 1, 174, 500 244 | $23, 600 
Ungraded... ____:- 3,552 | 13, 453, 145 | 3,275 12, 444,500 | 2, 293 8, 687, 500 
Navy industrial fund__..__-_. ~ 87,022 | “176, 051,515 | 61,072 277, 534,279 60, 556 275, 216, 897 
a 6, 790 57. 783, 931 11, 610 75, 580, 933 12, 295 | 77, 877, 668 
| 30, 232 | 11s, 267, 584 49, 462 _ 201, 953, 346 48,261 | 197, 339) 229 
Navy management fund. ____. | 6, 840 | 28, 221, 442 6, 280 | 26, 100, 200 |, 6,067 25, 584, 200 
es 6, 546 26, 987, 330. 6, 245 25, 968, 855 6, 5, 032 | 25, 451, 512 
204 1, 234, 112 35 131, 345 35 | 132, 688 


OVERTIME AS A PERCENT OF CIVILIAN EMPLOYMENT DOLLARS 


Mr. WiaGLeswortH. Also, I would like to have the percentage of 
the overall civilian personnel costs for overtime for each of those 
years. 

(The information requested is as follows:) 


Overtime as a percent of total civilian employment dollars 


Percent 


Mr. Wiae.esworts. Off the 
(Discussion held off the record.) 


CIVILIAN EMPLOYMENT IN FOREIGN COUNTRIES 


Mr. Wiccieswortn. I have here a statement from the Department 
of Defense entitled ‘Civilian personnel and foreign nationals support- 
ing Department of Defense forces outside of continental United 
States,”” dated November 30, 1953. It appears that all told as of 
that date there were 116,089 persons employed, of which 41,366 were 
in our territories and possessions and 74,723 in foreign countries. 

Those figures break down first in terms of citizens, 55,502 overall, of 
which 35,227 are in our Territories and possessions and 20,275 in 
foreign countries; and second in terms of noncitizens, 60,587, of which 
6,139 are in our Territories and possessions and 54,448 in foreign 
countries. 


00 
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As far as foreign countries are concerned the Navy seems to have a 
relatively small number of persons involved. The number given here 
is 1,366 citizens and 9,748 noncitizens. 

How do those Navy figures compare with the figures, a year ago, 
say, as of the end of 1952? Do you have those figures? 

Admiral Ciexton. I will supply those figures for the record. I 
remember from the statement of the Secretary of the Navy that they 
are less than in fiscal year 1953. 

Mr. WicGLeswortn. If you can please put something in the record 
to give us comparative figures as to citizens and noncitizens, say as 
of the end of December 1952, and then as of June 30, 1954, and June 30, 
1955. 

Admiral CLexton. All right, sir. 

(The information requested is as follows:) 


Civilian employment in foreign countries 


| Dec. 31, 1952 | June 30, 1954 | June 30, 1955 


| (actual) | (estimated) | (estimated) 
12, 475 | 11, 478 | 11, 863 
1, 381 | 1, 378 | 11,424 


1 Increase in United States citizen employment due to establishment of officer-in-charge, construction, 
Madrid, Spain. 

? Increase in noncitizen employment occasioned primarily by the establishment of the Naval Air Facility, 
Cubi Point, Philippine Islands. 

3 Does not include indigenous personnel obtained by contract with foreign governments. 


Admiral CLexton. Off the record. 
(Discussion held off the record.) 


TRAINING COSTS OF MILITARY PERSONNEL 


Mr. WiaGieswortu. Would it be possible to furnish some kind of a 
statement or table which would, by appropriation, segregate training 
costs? 

Admiral CLexton. There is no doubt about the training for naval 
personnel. It is an activity of that appropriation. The Marine Corps 
also has training of military personnel in their appropriation. 

Mr. WicG.ieswortn. The purpose is to get an overall picture of 
training costs for the entire Navy, if that is possible. 

Admiral CiLexton. Training of military personnel or civilian 
personnel? 

Mr. Military. 

(The information requested is as follows:) 
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Amounts included in fiscal year 1955 budget for training of militar ypersonnel (budget 
ITg, and training, and V, Reserve components) 


Reserve 


Appropriation title Total | and compo- 
} training nents 
Million Million Million 
Total new obligational authority_._...........___-...-..| $198 $53 $145 
Military personnel, Naval Reserve __._. 78 | =e 78 
Navy personnel, general expenses } 49 4l 
Military personnel, Marine Corps Rese rve sana 21 | 4 17 
Marine Corps troops and facilities : . 5 | ae 5 
Aircraft and facilities _. -| 27 | 1 26 
Ships and facilities 13 | 3 10 
Ordnance and facilities_ 2 1 l 
Research, Navy - 3 | 3 


EFFECT OF REDUCTION IN PRINTING COSTS BY GOVERNMENT PRINTING 
OFFICE 


Mr. WIGGLESWorRTH. I am advised that the Government Printing 
Office has announced a 5 percent price cut in its charges for certain 
Government work effective February 1, 1954. 

I assume parts of the printing and reproduction items shown for 
1955 are work of this character to be done by that Office, are they not? 

Admiral CLexton. Yes, sir. 

Mr. Wiae_eswortn. Could you give us a table with your revised 
remarks showing what part of the printing and reproduction work 
of this character in 1955 are to be done by the Government Printing 
Office and what a 5 percent cut would amount to by appropriation? 

Admiral CLexton. Yes, sir. We will do that for 1954 and 1955. 

(The information requested is as follows:) 

Estimated savings that will result from a reduction of 5 percent in labor costs 


for work to be done in the central plant of the Government Printing Office during 
the last. 5 months of fiscal year 1954: 


Appropriation title Saving 
Navy personnel, general expenses, $840 
Marine Corps troops and facilities, 1954........_..._........-----.-- 8, 000 
Aircraft and facilities, Navy, 
Shipe and-facilities, Navy, 1954. 2, 000 
Ordnance and facilities, Nav 3, 750 
Servicewide supply and finance, Navy, 1954_ 5, 100 


Nore,—Savings in 1955 cannot be computed until the following determinations 
can be made: 

a. The GPO portion of the printing program. 

b. The portion of the GPO orders that will be accomplished at the central plant. 

c. The amount of labor expense to be included in the billings for (b) above. 

d. The actual rates that will be in effect during fiscal year 1955. 


NORMAL LEVEL OF CARRYOVER FUNDS 


Mr. OsterraGc. Admiral, you mentioned in your statement that by 
1956 you look for a normal level of carryover funds. Was that the 
pomt you made in your statement? 

Admiral CLexton. That is correct. 

Mr. Ostertaag. What would be your estimate as to what that 
normal level will be? 


I 
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Admiral Ciexton. My estimate would be that it would be about 
$12 billion into 1957. 

Mr. Ostrertac. Approximately what is the amount today? 

Admiral Ciexton. It is $13.5 billion going into fiscal year 1955 
and $12.5 going into 1956. 

Mr. Ostertac. From then on you feel that under the so-called new 
look you will be in a position to maintain a stable level? 

Admiral CLextron. That is correct. 

OstertaG. For normal operations necessary for carryover 
unds? 

Admiral CLexron. Yes, sir, for the type of material which the 
Navy buys, such as ships, aircraft, ammunition, and other major 
procurement. 

Mr. Osrertag. In this $500 million increase as compared with fiscal 
1954, am I correct when I say that this increase is primarily due to air- 
craft procurement? 

Admiral Ciexton. Aircraft procurement and shipbuilding. 

Mr. Osrertraa. In this matter of carryover, if I understand it cor- 
rectly, there will be a 5 percent unexpended, unobligated amount? 

Admiral CLexton. That was the estimate for the fiscal year 1954, 
for the carryover into fiscal year 1955. 

Mr. Osterraa. In other words, 5 percent of the carryover funds 
going into this budget of 1955, 5 percent of it is unobligated? 

Admiral CLiexton. That is correct. 

Mr. OstrertaG. Will you kindly qualify why there is a need for any 
percentage of unobligated funds in a carryover? 

Admiral CLexton. The shipbuilding and conversion program covers 
the funds for the completion of the ships. The contracts are let the 
first year for the ship and its major components. 

However, we do not contract for the short lead-time items placed 
aboard the ship toward the end of tis building period until a later 
year, and hence in the shipbuilding program there is always properly 
some unobligated balance. 

Mr. Ostrertaa. In other words, the 5 percent is part and parcel 
of the program, but you have not reached a point whereby that 5 
percent could or should be obligated, but it is part of the program? 

Admiral Ciexton. That is correct, sir, and it is planned to be 
obligated at the proper time so that we will get the necessary equip- 
ment to fit into the ship at the proper time in its construction. 

Mr. Ostertac. What I am trying to get at is a reasonable 
explanation for the moneys which for one reason or another have no 
real tag to them. 

Admiral CLexton. The funds which I have just discussed cannot 
be used for anything else but the shipbuilding program. 

Mr. Osrertac. For which they were originally appropriated? 

Admiral CLiexton. Yes, and it is an orderly, businesslike way of 
procuring the material for these ships. 

Mr. OsrertaG. Then it is not a case of having more money than 
you need? 

Admiral Ciexton. No, sir. 

Mr. Ostertaa. Will it be obligated in 1955 or will there still be, 
let us say, a 5 percent unobligated carryover going into the next 
fiscal year? 
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Admiral Ciexrton. I believe there will always be an unobligated 
balance in the shipbuilding program, but not the same money for the 
same items each year. 


RESEARCH AND DEVELOPMENT FUNDS 


Mr. Ostertac. Another question comes to mind. In your break- 
down of the budget, I note that in the appropriation ‘‘Research, 
Navy”’ it calls for $61 million; is that correct? 

Admiral CLexton. That is correct. 

Mr. Osrerraa. Is that the total amount for research and develop- 
ment in the Navy Department? 

Admiral CLexton. No, sir. The total amount of direct research 
and development in the Navy for fiscal 1955 is $389,271,000. 

Mr. OsrrertaG. Why is that figure not shown in the table of areas 
of expenditure? 

Admiral Ciexton. The research and development money in the 
Navy is in the appropriation which has cognizance ofthe material, 
such as in the appropriation ‘Aircraft and facilities” you will find the 
research and development money for aircraft. 

In the appropriation “Ships and facilities’ you will find the research 
and development money associated with ships. 

In “Ordnance and facilities” it is associated with ordnance. 

Mr. OstrertaG. This $61 million which is listed represents what? 

Admiral CLexron. Appropriation request for research and develop- 
ment for the Office of Naval Research, which has overall cognizance 
of research in the Navy for the Secretary. 

Mr. OstrertaG. Do they carry on research? 

Admiral CLexton. They carry on research with the colleges in the 
Navai Research Laboratory, and the underwater sound laboratory. 

Mr. Osrertaa. Does the $61 million represent funds which enables 
the Office of Naval Research to contract for such services and funds 
to pay for it, or is that just for the administration of this research 
organization? 

Admiral CLexron. The $61 million is divided into $49,427,000 for 
direct research and $5,103,000 for indirect research, and in addition 
in that appropriation you have the patents of the Navy, the special 
devices center of the Navy, the Naval Research Laboratory, and the 
Underwater Sound Laboratory. 

I believe at the time the Chief of Naval Research appears before 
this committee you will get a complete justification for the $61 million. 

Mr. OsrertaGc. There is an increase, I note, in that amount over 
the last fiscal year of 2.4 million. 

Admiral CLextron. That is correct. 

Mr. Osrertac. How does the $389 million amount for research 
and development compare with that of fiscal 1954? 

Admiral Ciexton. In fiscal year 1954 the Navy had $399,011,000, 
for direct research and development, so the overall total is down about 
$10 million. 

Mr. Ostrertaa. That is all I have, Mr. Chairman. 
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ESTIMATED OBLIGATION AND EXPENDITURE OF CARRYOVER FUNDS 


Mr. WicGLeswortu. Admiral, let me ask you this question: Of the 
$640 million estimated to be carried over as of June 30, 1954, and which 
will be unobligated as of that time, how much will be spent or obli- 
gated during fiscal 1955? 

Admiral Ciexton. I will get that information for you, Mr. Chair- 
man. 

(The information requested is as follows:) 


gated gating tor obligations unobiigate 
Appropriation balance authority | obligation fiscal year balance 
fiscal year | fiscal year “ , June 30 
June 30, 1955 
1955 1955 | 
1954 
Marine Corps procurement. _. ‘ _..|$95, 700, 000) $143, 500, 000) $239, 200, 000 $239, 200, 000 0 
Construction of Ships, Navy... | 12,790, 000! 57, 600, 000} 70, 390, 000) 65, 390, 000) $5, 000, 000 
Shipbuilding and conversion, Navy 942, 536 1, 041, 150, 000)1, 260, 092, 536) 995, 370, 800) ' 264, 721,736 
Ordnance for new construction, Navy -__. 19. 226, 233 0 19, 226, ae 3, 892, 396] 15, 333,837 
Military construction, Naval eave 

Forces 5, 629,000) 000, 000 20, 629, 18, 371,000) 2, 258,000 
Construction, water supply, facilities, 

1, 450, 277 0 1,450,277| 1, 450, 277 0 
Naval emergency 1, 707, 566 0} 1.707, 566 25,000} 1, 682, 566 
Public works, Navy.- (283, 544, 819 0| 283, 544. 819! 140, 000, 000 143, 544, 819 
Naval Petroleum Reserve No. 4, Alaska_.| 1,075, 190 0} 21,075, 190| () (2) 


1 These balances are not ascent the same funds that were unobligated as of June 30, 1954, since obliga- 
tions are incurred against the total availability, including new obligating authority as well as unobligated 
balances brought forward. 

2 Shown in error in budget document as available for obligation in 1955. 


Mr. WieGLesworta. Mr. Sheppard? 


STATEMENT ON Carry-Over or UNoBLiGatep FunpDs 


Mr. Suepparp. As I interpret the statement and from inquiries 
made by you and Mr. Ostertag various points come up: Would you 
insert a paragraph, Admiral, of why it is necessary to have unobligated 
funds in the carry-over category? Make it as brief as you can but 
make it explicit. 

(The information requested is as follows:) 


Unobligated balances in the no-year appropriations for long-range capital 
ries dawg such as shipbuilding, aircraft procurement, and public works, result 
‘om the practice of appropriating the entire cost of such programs at the time of 
initial approval by the Congress. This is the most businesslike and practical 
manner of handling these items, since it affords a true understanding by the 
Congress of the full cost of such important programs and insures that there are 
provided sufficient funds available for their completion. Such unobligated 
balances are normal and commensurate with the lead time of the many components 
of a long-range program. It should be emphasized that the unobligated balance 
at any point in time represents only the amount required for such items as ord- 
nance equipment, topside material, and initial spares that should not be procured 
at the time of initial contracting for the construction of a ship, since it cannot be 
installed until late in the shipbuilding process. 

Unobligated balances in annual appropriations are no longer available for 
obligation after June 30 of the fiscal year of appropriation. The unobligated 
balance along with the obligated portion remain on the books of the Treasury for 
2 additional years for expenditure and are then removed. 

Recission of the unobligated or obligated balance in a continuing program such 
as shipbuilding, aircraft procurement, or public works will result in a hiatus in 
production and unnecessary waste of funds. 
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Recissions or reappropriation of funds unobligated on June 30 of the year of 
appropriation in annual appropriations may be made by the Congress without 
effect on the program, provided a cushion of funds remain to cover charges of 
renegotiation of contracts. 


Fepsruary 24, 1954. 
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WITNESSES 
BUREAU OF NAVAL PERSONNEL 
VICE ADM. JAMES L. HOLLOWAY, JR., USN, CHIEF 
CAPT. FRED R. STICKNEY, USN, ASSISTANT OF BUREAU FOR FI- 
NANCE AND PROPERTY MANAGEMENT 


LT. COMDR. OAKLEY W. CHENEY, USN, BUDGET, BRANCH, MILI- 
TARY PERSONNEL, NAVY SECTION 


OFFICE OF COMPTROLLER 


REAR ADM. EDWARD W. CLEXTON, USN, ASSISTANT COMPTROLLER, 
DIRECTOR OF BUDGET AND REPORTS 


Mr. Wiae.eswortn. We will now hear from Admiral Holloway, 
Chief of Naval Personnel, who has a general statement for us on 
military personnel requirements. 

Admiral Holloway. 


STATEMENT OF ApMIRAL HoLLOWAy 


Mr. Chairman and members of the committee, I am honored to 
appear before you again in support of the programs and appropriations 
of the Bureau of Naval Personnel. These programs and the appro- 
priations requested for their support conform to the overall plans and 
policies of the Navy as expressed by the witnesses who have preceded 
me, 

In line with our Navy’s endeavor to effect improved budgeting and 
reporting procedures, there is a continuing review of the composition 
of the appropriations. To provide greater ease in review of the es- 
timates, to aid in attaining more accurate estimating, and to obtain 
consistency in the content of the appropriations within the Department 
of Defense, certain changes have been made in the estimates currently 
being presented. Under the appropriation ‘Military personnel, 
Navy,” the budget activities, and the items included in each, have 
been brought into a uniform pattern prescribed for all of the services 
by the Secretary of Defense. This includes the addition of an item 
for contract packing, crating, handling and temporary storage of house- 
hold effects incident to first asignment, permanent change of station, 
and separation of military personnel, which was previously financed 
out of appropriations chargeable for local maintenance and operating 
expenses. In general, all items which are in whole or in part credited 
on individual peyv records end covered by payrolls are concentrated in 
the budget activities ‘“Pay and allowances” and ‘Individual clothing,”’ 
which are to be combined for accounting purposes to simplify and 
improve management for these items. A minor change has been made 
in the appropriation ‘‘Navy personnel, general expenses.’”’ The func- 
tion “Procurement of military personnel’’ has been transferred from 
budget activity 5 to budget activity 4, ‘“Personnel support;” and bud- 
get activity 5 has been redesignated ‘Other personnel facilities.”’ 
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This change will not only aid in the review but will provide greater 
ease in the administration of the function within the organization of 
the Bureau. 

The mission of the Bureau of Naval Personnel includes the recruiting 
and procurement of all naval personnel, Regular and Reserve, officer 
and enlisted; the individual and group training of such personnel 
except air and medical; the distribution of personnel to fleet and shore 
activities; the administration of their training, welfare, promotion, 
and discipline; selection and education of Naval Academy and Naval 
Reserve Officers’ Training Corps midshipmen and other officer 
candidates; and the conduct of a continuing research program aimed 
at improving the selection, placement, training, and utilization of 
military manpower. 

Three appropriations provide for the accomplishment of these 
functions. ‘T'wo of these appropriations provide for the pay and 
allowances of military personnel. The appropriation ‘Military 
personnel, Navy,” for 1955 is estimated at $2,427 million or $114 
million less than the amount appropriated in 1954. The estimate for 
“Military personnel, Naval Reserve,” totals $78,100,000 and is 
$11,907,000 greater than the funds appropriated for personnel costs 
of naval reservists and officer candidates in 1954. The appropriation 
“Navy personnel, general expenses,’ which provides for the support 
of the many functions comprising the mission of the Bureau is esti- 
mated at $76 million in 1955, a reduction of $7 million from the 1954 
appropriation. The details of the basis on which the estimates were 
developed will be taken up as each appropriation is heard. May I 
discuss, however, some of the general plans and projected personnel 
programs for 1955. 

ACTIVE DUTY PERSONNEL 


The planned average strength provided for in 1955 is 75,253 officers, 
630,481 enlisted personnel, 3,521 midshipmen at the Naval Academy, 
and 3,196 aviation cadets. This compares with an average strength 
of 80,744 officers, 684,342 enlisted personnel, 3,504 midshipmen, and 
3,189 aviation cadets in the current fiscal year of 1954. During fiscal 
year 1955, the total strength will be reduced approximately 51,600 to 
— strength total of 689,000, including midshipmen and aviation 
cadets. 

The personnel plan of the Navy for fiscal year 1955 is based on 
staffing requirements for the ships, aircraft, and stations to be operated 
and maintained. These requirements are dependent on equipment 
and missions and they are continually reviewed and revised to obtain 
the greatest degree of effectiveness and efficiency for the accomplish- 
ment of assigned missions. Operating ships and aircraft will be 
manned at approximately the same level as last year, but substantial 
reductions have been made in support activities. 

It is anticipated that approximately 17 percent of the officers and 
33 percent of the enlisted personnel on board at the beginning of the 
fiscal year will be separated during the year. 

Officer losses will amount to slightly over’ 14,000, of which some 
10,000 will be officers leaving the service upon completion of obligated 
service. The other 4,000 will be the result of normal attrition, 
retirement, and resignation of Regulars, voluntary reversion of tem- 
porary officers and the involuntary release of about 1,000 Reserve 
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officers. Nearly 9,000 of these will be replaced by new officers, and 
5,000 will not be replaced at all. 

The number of enlisted losses will exceed those in any year since 
demobilization after World War Il. Most of these losses will result 
from expiration of Regular Navy enlistments which began during 
the first year of the Korean war. A total of 216,000 enlisted personnel 
will be separated and it is expected that approximately 64,000 will 
reenlist. Even though the enlisted strength is being reduced 47,000 
during the year, 105,000 replacements must be procured. 

The loss of so many experienced personnel, with a concurrent reduc- 
tion in the total number of personnel available, will require a vigorous 
program for personnel procurement, training and distribution. 


NAVAL RESERVE 


The success of the Navy in meeting the impact of immediate require- 
ments which were thrust upon us at the outbreak of the Korean war 
in June 1950 was due, in large part, to the availability of a trained and 
largely a veteran Naval Reserve. This is the purpose of the Reserve 
and, in this mstance as in others in the past, it has more than justified 
the emphasis and reliance placed on it. The Naval Reserve is now 
recovering from the loss of members ordered to active duty during 
the Korean war. 

The strength of the pay units in June 1950 was 183,000; this de- 
clined to a low of 122,000 by September 1952. Since that time there 
has been a steady growth. The on-board strength as of December 
1953 totaled approximately 135,000. We expect to reach 147,000 by 
the end of this fiscal year and rebuild further to a total of 161,000 by 
the end of 1955. 

This growth planned for fiscal year 1955 has been conservatively 
projected giving due allowance to the recruiting problem, attrition 
trends and members rejoining the program after release from active 
military service. 

Although the end strength does not approach the 279,000 required 
by present plans in the event of full mobilization, it is considered to be 
a sound trend of growth and feasible of attainment. 


TRAINING 


The training of the Regular Navy, the Naval Reserve, and the officer 
candidates constitutes the largest of the many programs conducted by 
the Chief of Naval Personnel. This training includes all basic train- 
ing and all specialized functional training except aviation and medical. 
Instruction ranges from the indoctrination of recruits to highly techni- 
cal courses required to prepare personnel to operate and maintain the 
modern complex equipment of the present-day Navy. The training 
given in formal schools ashore is limited to that which cannot be pro- 
vided readily aboard ship in on-the-job situations. Lengths of courses 
range from a few days of team training in functional specialties, such 
as shipboard fire fightimg, to 4 years for midshipmen at the Naval 
Academy and Naval Reserve Officers’ Training Corps at 52 colleges 
and universities. 

In addition, the instruction will include short courses for naval re- 
servists on active duty for training and courses of varying duration 
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for substantial numbers of Army-Air Force and Marine Corps per- 
sonnel who will participate in joint traming. Correspondence courses 
and other self-study course materials will be provided in order to more 
rapidly and more effectively qualify personnel for acceptance of the 
responsibilities of their ranks and rates. 

Included in the training program is instruction in the operation and 
maintenance of highly technical equipment and weapons of latest 
design; trammeg in specialized functions, such as antiaircraft defense, 
underseas warfare strategy, mine warfare, damage control, atomic 
defense and guided missiles; and postgraduate instruction in techni- 
cal, management, command and staff areas. 


FACILITIES 


The number of facilities to be maintained by this Bureau in 1955 
will remain stable. As a result of continuing efforts on the part of 
field commands under the direction of the Bureau of Naval Personnel, 
expenditures for maintenance and operation have been progressively 
reduced. This has been accomplished with conscientious considera- 
tion for the preservation of Federal property. In the face of increas- 
ing procurement and training loads in 1955, a further retrenchment 
trend is reflected in this budget. We are providing for a reduction of 
approximately 5 percent under the 1954 and 12 percent under the 
1953 appropriations for maintenance and operation of the shore estab- 
lishment. This will impose an ever-increasing demand on our field 
commands to obtain still greater efficiency in operations. To accom- 
plish our objective with the greatest economy—without detriment to 
the physical plant—is our aim. ‘There is a level of maintenance, 
however, beyond which economies cannot be effected without causing 
excessive deterioration and exorbitant expenditures for replacement 
and rehabilitation. 1 believe we are at this point of leveling off. The 
funds requested in the 1955 budget under discussion are the minimum 
required to permit efficient, economical, and safe operations. 


PROCUREMENT AND RECRUITING 


The Navy will continue to maintain its strength by means of vol- 
untary enlistments. In order to obtain the necessary numbers a 
recruiting organization is maintained which is deployed so as to reach 
every part of the Nation. The recruiting service in addition to 
recruiting enlisted members, both Regular and Reserve, obtains offi- 
cers by direct commissions into the Navy and Naval Reserve, enlists 
candidates for officer candidate school, assists in recruiting naval 
aviation cadets, and processes applicants for the Naval Reserve 
Officers’ Training Corps. The members of the recruiting organization 
also must be available as the only naval personnel in most locations 
to act in liaison capacity with dependents of service personnel, to 
assist transient personnel, and to act as local representatives of our 
Navy. 

RESEARCH AND DEVELOPMENT 


To effect maximum utilization of manpower through development 
of tools for evaluating manpower requirements and replacements, to 
determine maximum usage of submarginal manpower, to maintain 
manpower controls, and to develop specific personnel requirements 
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with respect to antisubmarine warfare, guided missiles, advanced 
underseas weapons, and other specialties, a well-conducted program 
in research and development is maintained. With the spectacular 
achievements in the fields of science and modern warfare, there is a 
great need for direction in selection of personnel with specific require- 
ments to operate within the areas developed. 


WELFARE AND MORALE 


To develop and maintain high morale requires continual and sys- 
tematic attention to all the details affecting the welfare of our people. 
Through the Navy Chaplain Corps the Navy discharges its respon- 
sibility to protect, encourage, and direct personnel of both the Navy 
and the Marine Corps in the realization and development of moral 
and spiritual values consistent with the religious beliefs of the indi- 
vidual concerned. Other provisions of the projected adequate and 
balanced program of welfare, recreation, and morale services for 
naval personnel include the awarding of decorations, medals, and 
conmendations in recognition of acts or services of distinction above 
and beyond those normally expected, provision for recreational movie 
films for the fleet and overseas stations and library service for tech- 
nical reference and recreational reading. 


SUMMARY 


Mr. Chairman, I have only touched on the highlights of the various 
programs. The details of the financing and programing, none of 
which are considered to be too small for consideration, have been 
carefully studied and only the essential requirements for effective 
accomplishment of our mission have been included in the estimates. 

Mr. WiaaiteswortH. Thank you very much, Admiral. 

Admiral am grateful for your attention. 

Mr. Wiaatesworrn. Off the record. 

(Discussion held off the record.) 


ESTIMATES, OBLIGATIONS, EXPENDITURES AND BALANCES 


Mr. WiaeLteswortu. | understand the overall request for military 
personnel, Navy, for the fiscal year 1955 amounts of $2,427 million, 
which compares with the appropriation of $2,541 million in the cur- 
rent fiscal year, reflecting a reduction, in terms of appropriation, of 
$114 million. That is correct; is it not? 

Captain Stickney. That is correct, Mr. Chairman. 

Mr. WicGLesworta. | notice from the dollars embodied in 
the justification, the estimated obligation for fiscal year 1954 is 

2,514,909,000. 

Captain Stickney. That is correct; yes. 

Mr. WiecieswortuH. So that the new money requested for fiscal 
year 1955, as compared with that figure, would reflect a reduction 
of about $87,909,000. 

Captain Stickney. That is correct. 

Mr. Wiae_eswortu. Can you give us the actual obligations and 
the expenditure figures, say, for December 31, 1953? 

Captain Srickney. In this appropriation, the total obligation, 
December 31, was $1,267,450,116. 


108 


The corresponding expenditure figure on that date was 
$1,133,322 ,849. 

Mr. Wiae.eswortn. In looking at the committee print, I notice 
in connection with your estimated obligation figures for the current 
fiscal year there appears to be an item entitled ‘‘Unexpended Balance, 
Estimated Savings Available for Administrative Reappropriation in 
Subsequent Years, $32,372,000.” 

What is the explanation for that? 

Captain Srickney. When we came up for the appropriation 
requests for fiscal year 1954, Mr. Chairman, the personnel plan at 
that time called for an end strength of 745,000 officers and enlisted 
personnel. Since then plans have been changed and in order to go 
into the plan for 1955, we of necessity reprogramed for the remainder 
of the fissal year 1954, coming to a beginning figure for 1955 of 
733,950 instead of 745,000. That would, of necessity, liberate some 
money authorized for obligations which will not be necessary. 

Mr. Wiecieswortn. Does not that sum lapse as of June 30? 
Is that not an annual appropriation? 

Captain Stickney. Yes, sir, that is correct, but as of now the 
amount that has been placed in reserve is no longer available to us 
to obligate and we have no justification or need for it, due to this 
change in our personnel plans. 

Mr. Wiace._eswortn. In other words, this $32,372,000 could be 
reappropriated for some other purpose next year? 

Captain Sricknny. Yes—I am not sure about next year, but there 
is that much less money that we require in this appropriation in the 
current vear. 

Mr. Wiaeieswortn. The language here is ‘“‘available for adminis- 
trative reappropriation in subsequent years.” 

Captain Stickney. Yes. 

Mr. Wicetesworrn. I do not understand that language. 

Captain Stickney. Could you explain that, Admiral Clexton? 

Admiral CLiexton. That is a term we discussed last year. What 
it means is this, this money ceases to be available for obligation on 
June 30, 1954, and it remains in the appropriation for the complete 
3 years which will be 1954, 1955, and 1956, at which time it drops off 
the books of the Treasury Department. 

Mr. SuHepparp. Will the gentleman yield? 

Mr. Certainly. 

Mr. Suepparp. Then under that explanation, so far as the funds 
are concerned, and your ability to utilize them, they no longer exist? 

Admiral CLexton. On June 30, 1954, they will be unobligated and 
we will not be able to use them. However, if the Congress wishes to 
place language in the law that these funds could be reappropriated, 
or administratively moved into another appropriation, that could be 
done. 

Mr. Sueprarp. In other words, they could be reappropriated or 
they could be rescinded? 

Admiral Ciexron. That is correct. 

Mr. Wiaciesworth. What is the size, the present size, of that 
fund? Has it increased since this committee print was set up? 

Captain Stickney. The amount of the unobligated balance, of 
estimated saving, is now up to $56,625,000. 
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Mr. Wiacieswortn. That is, in effect, your total estimate, carry- 
over of unobligated funds for the item “Military personnel, Navy’; 
is that correct? 

Captain Stickney. Yes, our best estimate today, it indicates will 
be unobligated. 

Commander Curmnry. If we are able to execute our present per- 
sonnel plan, yes. 

COMPARATIVE TRANSFERS 


Mr. WiaG.ieswortu. I notice that there is a footnote in reference 
to the overall total request for fiscal year 1955 in the committee print 
which reads: 

Program includes $5,685,000 for activities previously carried under appro- 
priations as follows: 

“Servicewide supply and finance, Navy $3,646,000’; “Aircraft and facilities, 
Navy, $1,470,000’; ‘‘Ships and facilities, Navy, $133,000’; ‘Ordnance facilities, 
Navy, $616,000.” 

Will you explain that for the record, please, Captain? 

Captain Stickney. In this appropriation, this year, in changing to 
conform to the uniform budgeting in the services, we have had to 
place in this appropriation the item for contract packing, crating, 
handling, and temporary storage of household effects. Those ex- 
penses in past years were borne in the operating expense of the various 
activities within the Navy Department. Those appropriations that 
you have just referred to, Mr. Chairman, had comparable amounts 
of money carried for obligation heretofore. In the future this item 
will all be covered in this one appropriation, ‘‘ Military personnel, 
Navy’’; that is, only the contract part of packing, crating, handling, 
and storage of household effects. 

Mr. SHepparp. That will be the exception? 

Captain Sricknry. Yes, speaking of the contract, Mr. Sheppard, 
because that which is done within the facility-itself is not paid for 
under this appropriation. This is only the part paid for under con- 
tract with civilian companies. 

Mr. Suepprarp. And within the service directly expecting to use it. 
This is merely a transfer to another cognizance for identification 
purposes. 

Captain Stickney. That is correct. 


REDUCTION IN PERSONNEL 


Mr. WiGcGLeswortH. You have told us, Admiral, that the contem- 
plated reduction in personnel in fiscal year 1955 amounts to approxi- 
mately 51,600, giving an end strength—I assume as of June 30, 1955— 
of 689,000. 

Admiral Hottoway. That is correct, in round figures; exactly it 
is 688,909. 

Captain Stickney. That includes the midshipmen and aviation 
cadets. 

Admiral Hottoway. Which are fixed? 

Mr. Wiaeiesworta. That means you are coming down about 7 
percent, does it not? 

Admiral Hottoway. Roughly, yes. 
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Mr. Wiae@Leswortn. And you say that the manning level of ships 
and aircraft will be approximately at the same level as last year? 

Admiral Hottoway. That is correct. 

Mr. Wiaetesworrn. And I understand, as far as ships are con- 
cerned, that means about 80 percent for officers and about 87.5 for 
enlisted men except for submarines which will be 100 percent. 

Admiral Hotitoway. That is correct. 

Mr. Wiaetesworru. And your aircraft will be fully manned? 

Admiral Hottoway. That is correct. 


MILITARY PERSONNEL STRENGTH 


Mr. Wiaeieswortnu. I would like to get for the record, when 
your remarks are revised, a table which would show as of June 30, and 

ecember 31, 1952, December of 1953, June 1954, and also an average 
figure for 19: 54, and as of June 1955, and an average figure for 1955, 
the overall strength figures: (a) For offic ers, (6) for midshipmen and 
aviation cadets, and (c) for enlisted personnel. 

Admiral Hottoway. We will prepare that for you. When you say 
average, Mr. Chairman, you mean use the average for the fiscal year? 

Mr. Yes. 

Admiral Hottoway. And the end strength. 

Mr. Yes. 

Admiral Hottoway. That will be the basis for that. 

(The information requested follows:) 


Midship- | | 
| men | Percent 
Officers | aviation | Enlisted | Total | ciears 
cadets | 
June 30, 81,338 | 6,265 | 735,753 | 823, 356 | 9. 88 
Dec, 31, 1952. b « 81, 780 | 6, 540 | 718,900 | 807, 220 | 10,13 
Dee. 1953 80, 127 6, 431 678,711 | 765, 269 | 10. 47 
Average, 1954 fiseal year ee ee ee | 80,744 6,693 | 684, 342 | 771,779 | 10. 46 
June 30, —_ re eae | 79,150 6, 582 654, 800 740, 532 | 10. 69 
Average, 1955 fiscal year aeliche: 75, 253 | 6, 71 630, 481 712, 451 | 10. 56 
| 6, 909 


June 30, 1955 fh 74, 000 608, 000 | 688, 909 | 10. 74 


Mr. Wice.teswortrn. And you might add, if vou will, the ratio of 
officers to total strength in each case. 
Admiral Hottoway. Yes. 


MEDICAL AND DENTAL OFFICERS 


Mr. WiccieswortH. Last vear there was some discussion about 
the number of medical and dental officers per thousand. in the various 
branches of the service. I think the Navy figures at that time were 
about 4.2 per thousand for doctors and 2.1 per thousand for dentists. 

I would like to have comparable figures, if you can give them to us, 
for, say, June 30, 1954, and June 30, 1955. 

Admiral Hottoway. Both in figures and the average figures? 

Mr. Yes. 

Admiral Holloway. That is better, edie they are on a slope; 
they are being phased down 

(The information requested follows:) 
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Fiscal year 
1954, average 


Fiscal year 


June 30, 1954 1955, average 


June 30, 1955 


Medical 4.1 3.6 3.3 6 
Dental Corps 2 


TRAINER AND TRAINEE RATIO 


Mr. Wiaciesworta. We also referred to the matter of training 
overhead, that is, the ratio of trainers to trainees in the various 
branches. Last year the Navy figure was about 1 trainer to 1.4 
trainees, which compared with 1 to 2.4 for the Army and | to 1.1 
for the marines, and 1.5 to 1 for the Air Force. 

I wish you would give us the corresponding figures for June 30, 
1954, and June 30, 1955. 

Admiral Hottoway. Yes, we will supply that. 

(The information requested follows:) 

The computation shown in the committee Report No. 689 omits from the 
trainee total those trainees who are not within the Navy ceiling. Such trainees 
include midshipmen at the Naval Academy and in NROTC units, trainees of 
other military services, and trainees attached to other naval units assigned to 
schools.on temporary additional duty. In fiscal year 1955, for example, this type 
of student (not charged to the personnel allocation plan), will represent more 
than 50 percent of the trainee load. 

On the basis of this more accurate method of computation the trainer-trainee 
ratios are— 

106452... 1 to 1.7. 
June 30, 1955. 1 to 1.7. 

The “overhead” used in the above ratios includes not only instructional 
personnel, but also logistics overhead, such as the cooks, bakers, public works, 
maintenance, security, fire fighting, medical, dental, clerical, disbursing and 
supply personnel needed for the support of the training center, its staff and 
students. 

Mr. Wiccueswortnu. Are there any general questions on this item 
before we take up the five separate budget activities, Mr. Ostertag? 


ENLISTMENT REQUIREMENTS 


Mr. Osrertac. Admiral Holloway, I have just one or two questions 
of a general nature relating to personnel. Do you contemplate any 
difficulty in recruiting Navy personnel necessary to meet your esti- 
mated requirements? 

Admiral Hotitoway. I do not. I think I can do it on a voluntary 
basis. 

Mr. Ostrertac. | believe in your statement you pointed out that 
there will be 216,000 separated from the Navy during this next year 
and that 64,000 will reenlist. Is that correct? 

Admiral Hottoway. That is an estimate based on present strength. 
I hope that the actual number is much greater than 64,000. In good 
conscience I must give the lower figure for the estimate. 

Mr. Osrerrac. Based on your estimate, that would mean you will 
require about 152,000 new enlistments? 

Admiral Hottoway. Approximately, that is right. 

Captain Sticknry. No; we are reducing some 40,000. We would 
only finve to replace somewhat less. 
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Admiral Hottoway. A little over 100,000; the so-called cutback, 
Mr. Ostertag, in enlisted personnel, would take care of between 40,000 
and 50,000; that is correct. 

Mr. Osrertaa. Now, in.the overall reduction of the Navy per- 
sonnel, therefore, you will only require about 100,000 as compared 
with a figure of 152,000 that will be separated? 

Admiral Hottoway. That is approximately correct. 

Mr. Osrertaa. And that includes the Marine Corps as well? 

Admiral Hottoway. No; this is the Navy alone. For the Marine 
Corps, General Sheppard will cover all of these things im a manner 
identically the same format which we are using today. 


INDOCTRINATION 


Mr. Osrerrac. Admiral, may I ask you this question: Do you 
believe that the people today are more aware than ever before of the 
whole relationship of indoctrination to our military operations; the 
Korean picture, and many other developments point up the need for 
proper indoctrination of our own military and its relationship to our 
military security. Has there been any new look at the whole picture 
of indoctrination in relation to training so far as the Navy is concerned? 

Admiral Hottoway. Mr. Ostertag, there is a continual review of 
our methods and approach. I would be other than candid if I said 
we had a complete reorientation, a new look, in indoctrination and 
training; we believe our indoctrination and training is proceeding 
progressively, and that it is very sound. The fact that we have a 
voluntary service, that is we obtain all of our enlisted personnel on a 
voluntary enlistment basis, gives us a very good reenlistment rate. 
Although it is not perfect, this reenlistment provides what we call the 
hard core, or long-term career enlisted personnel. This all points to 
the soundness of our policy of voluntary enlistments. Our recruit 
training, I am sure Dr. Hannah would bear this out, is a very superior 
program. Every boy that comes in is a volunteer. Many of them 
are selected for class A schools and go directly to class A training, with 
a high total saving of transportation costs. Here we give them 
additional training before haere sk them to the Fleet. 

Remember that we were spread pretty thin during the big mobiliza- 
tion for Korea, so that the experienced career cadres is not as strong 
and as big, comparatively speaking, as it will be as we phase down the 
strength over the next few years. 

So we can look for a continued rise of standards, consolidation of 
gains in standards, and in discipline and in indoctrination and every 
one of the phases you are interested in. 

Mr. OsrertaG. Speaking of indoctrination, I was particularly 
referring to the training and the minds ef servicemen in the importance 
of understanding of the world situation and of the problems with 
which we are confronted. I mean the importance of loyality as its 
vital relationship to our security. 

Admiral Hottoway. That is handled at the recruit training level 
which we believe is the best place to start them on that. 

Now, the proof of the pudding is in the eating. I believe that is 
reflected iv the general performance of duty of our men. 

Mr. Osrertac. The entire Navy, so far as personnel is concerned, 
is strictly on an enlistment basis; is that correct? 

Admiral Hottoway. Volunteer enlistments. 
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’ i MORALE OF NAVY 


Mr. Ostertac. Would you say, Admiral, that the morale of the 
> Navy is high? 

| Admiral Hotitoway. That is a difficult question for me sitting here. 
May I answer it this way: I commanded the Battleship-Cruiser 
. Force for 2 years, from 1950 to the time I eame back here a year ago, 
: and I would say the morale on the ships under my command was 
: excellent. I say that when reflecting on the good conduct, the 
earnestness and enthusiasm with which personnel did their tasks at 
sea, and with the efficiency with which the ships operated. 

I deployed the ships every 4 months to the Mediterranean. The 
fast battleships were deployed for 8 months at a time to the Far 
East. The big thing which affects morale nowadays, and it is in- 
digenous to the great responsibilities our country has taken on, is 

the amount of distant service required of all services which separates 
the members from hearth and home. 

It is much greater than it was ever before, such as when I was a 
young officer. It is something we cannot escape. It is a part of our : 
responsibility in the modern world. 

That is the key thing. Much can be alleviated by good leadership, 
as our standards go up and the size of the Navy goes down, and as we 
stabilize toward a more professional service, a great deal more will be 
done to improve the situation. 

Mr. Ostertaa. Is it reasonable to assume that in this leveling off 
there will be an improvement? 

Admiral Hottoway. It is my conviction that there will be an 
improvement across the board in many ways; in morale, in standards, 
in the whole restoration of the fabric which is the essence upon which 
we must expand in time of war. 

And may I add one other thing: We have a unique situation during 
this period. We are neither in all-out war nor are we in all-out peace. 

We have a continuing mobilization and demobilization going on, 
which is one of the most complex personne! distribution and manage- 
. ment problems that has ever confronted the services. 

As I read in my statement, in fiscal year 1955, some 14,000 officers 
altogether go out, 10,000 completing their obligation for service. 
Some 9,000 are coming in. Now that represents a turnover which we 
would not have in war, because every officer, if we had a war, would 
be frozen for the duration. Nor would we have it in an all-out peace, 
because we would not be so large as to require this continuing turnover. 

Mr. Ostertac. Is it not more costly under a system of this kind? 

Admiral Hotioway. I think that is inescapable, based on the size 
and numbers. 


MORALE AND SPIRIT 


Mr. Osrertac. Getting back to the question of morale and the 
spirit that prevails, I might say to you, Admiral, that I had the priv- 
ilege of joining the Sixth Fleet during the course of the NATO exercise 
this last fall, and I am glad to say that I found, generally speaking, an 
excellent spirit, high efficiency, and determination on the part of the 
; naval personnel in that particular area. 

Admiral Hotitoway. Yes. 
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UTILIZATION OF INDIGENOUS PERSONNEL IN FOREIGN COUNTRIES 


Mr. OsrartaG. While I recognize that the Navy is not particularly 
involved to any great degree in relation to the utilization of the indig- 
enous personnel, are you moving toward a greater utilization of 
indigenous personnel and the relieving of naval personnel for the 
specific duties for which they are in the service? 

Admiral Houuoway. Mr. Ostertag, we have very few people 
assigned ashore in foreign countries, 

Mr. Osrertaa. That is right. 

Admiral Hotntoway. So that the only place that I can think of 
offhand would be in Japan, where we are definitely using indigenous 

ersonnel in the shipyards, and I think members of the committee 
1ave probably observed our efforts in that direction. 

I feel that we are moving in the direction of making the most out 
of that situation wherever we can. As I said it is very limited io its 
application to the Navy. 

Mr. Oster1aG. Would you say that it is the policy now, to continue 
to make these adjustments to the maximum degree? 

Admiral Hottoway. Definitely; it is an overall policy within the 
naval service. 

LOYALTY SCREENING METHODS 


Mr. Osrertrag. One of the vexing problems of today is the question 
of Communist sympathizers and disloyal people in the Government, 
including the reports that they are in the military service. Has the 
Navy in connection with the training and your screening activities 
come to any conclusions which might call for a revision of your 
system or do you feel that a thorough job is being dove? 

Admiral Hottoway. It is my experience in the Navy that we have 
been very rigorous in our screening methods and exercise a great deal 
of vigilance. It must be recognized, sir, that with the voluntary en- 
listment system, that it is much easier to do that, because when a 
young man enlists in the Navy, he has to have letters from his clergy- 
man and friends of the family, so you get the overall community 
support when the boy joins the Navy. 

Ve have, as of today, 20,000 men on our waiting list to join the 
Navy at the recruiting stations throughout the United States, so we 
can maintain a very high standard in that regard. 

Mr. Osrertac. What steps do you take when you have reason to 
believe that a person’s loyalty is questionable, Admiral? 

Admiral Hottoway. Our Navy has detailed instructions—I am 
not thoroughly familiar with the technical side, but the officers of 
Naval Intelligence, or the intelligence staff of the district where the 

eople live, execute a thorough investigation. They call upon the 
BI, where it is necesary, to support and to assist them, and check 
upon the FBI files. 

Mr. Osrertaa, Is it the practice or policy to promote them on 
discharge? 

Admiral Hotioway. It is not. I am not saying that in criticism of 
anyone else, because there is very complex administrative machinery 
involved, and sometimes, in the best of families, the right hand does 
not know what the left hand doeth. But it is certainly not the policy 
in the Navy, and it is one we abjure. 
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RESERVES 


Mr. Osrertag. What does the Reserve picture look like, generally 
speaking, Admiral? In relation to your future plans? 

Admiral Hottoway. The Reserve picture looks very good, and [ 
say that for this reason: In 1951, the Congress passed one of the best 
laws that I can think of in that respect, and it 1s because it said that 
the man enlisting in the service, or inducted into the service, does 8 
years of active duty or Reserve; the Navy is approaching a situation 
where, in about 1955, calendar, we will start to have men who have 
done 4 years in the fleet who will remain available in the Reserve 
under the laws passed by the Congress for 4 more years after they are 
discharged from 4 years’ active service. 

That number will gradually increase until there will be a continually 
replenished pool of from 500,000 to 750,000 enlisted men, never more 
than 4 years removed from 4 years’ active service in the fleet. Now 
that in itself is a tremendous Reserve, and if on that we impose as we 
are doing, a well-organized plan of drilling reservists, which, in effect, 
every one of our Reserve armories represents, when we mobilize, we 
can process all of our Reserves largely through these activities and 
man the mothball fleet. I think the picture is very good. Officers, 
the same way. We are sending back annually to civil life between 
6,000 and 10,000 young officers, junior lieutenants, with 3 vears’ 
service in the fleet, and thereby creating a tremendous Reserve of 
potential experience. 

Mr. OstertaG. It appears that you are building up a tremendous 
Reserve for the future. 

Admiral Hottoway. It has tremendous potential and, as I say, it 
is without expense to the Government, because while the Organized 
Reserve is quite modest, their purpose being to be called in during 
the first 30 to 90 days, while the others are being assembled. 


REENLISTMENTS 


Mr. Ostertac. Admiral, returning to this question of reenlistments, 
how does the figure of 64,000 estimated reenlistments compare with 
the previous year, roughly speaking? 

Admiral Hottoway. Roughly speaking, it will be under our pre- 
World War II figure. That is not a full picture for the purpose of 
considering reenlistments. Our fleet people who have 8 years to 12 
years, will always reenlist because they have an equity in the Fleet 
Reserve retainer pay. The key to the reenlistment picture is the 
so-called first reenlistment. After the first reenlistment, you can get 
the youngsters to reenlist in greater proportion, because they see the 
importance of this equity. This gives us the hard core of around 
350,000 to 500,000 enlisted men with long service experience. The 
first reenlistments certainly are not as good as I would like to see 
them. I would like them to be at least 25 percent as a minimum. 

Mr. OstrertaG. Do vou feel that our system of financial benefits 
recognize that the training of new men is costly, whereby the benefits 
for reenlistment are so low that it would be to the advantage of the 
Military Establishment and the Government if greater benefits were 
allowed in connection with reenlistment? 
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Admiral HoLttoway. I am convinced of that, yes. We are in this 
not so generous, and our thought is for the veterans, of course, and 
it is only natural for him to take advantage of the benefits of the GI 
and other Federal benefits, so that the enlisted man hesitates to throw 
aside those benefits. 

So I would provide reenlistment benefits which, to some degree, 
would match the advantages of the GI bill of rights. It would save 
us a great deal of money because we would not have to start from 
scratch in training so many men. It would also man the service 
much more effectively; would result in two particular benefits, to 
my way of thinking; it would make it more effective and more efficient 
and then it would save a lot more money to the Government. I am 
convinced of that. 

Mr. OsrertaG. What is the answer? 

Admiral HoLttoway. The answer, I believe, is a substantial reen- 
listment bonus, much bigger than we have at the present time. 

Mr. OsrertaG. In other words, you feel that a more liberal re- 
enlistment benefit, would be better for the service, and at the same 
time better for the people of the United States dollarwise? 

Admiral Hotitoway. Absolutely. 

Mr. Osrertac. And would result in greater efficiency in the mili- 
tary effort? 

Admiral Hottoway. Yes. And the time saved, and the money 
saved would not be 10 years from now; I think the saving would occur 
in the first 2 fiscal years. 


SEPARATION PRIOR TO EXPIRATION OF ENLISTMENT 


Mr. Ostertaa. Another phase of this whole question, is the separa- 
tion of those who are eligible for separation by virtue of the fact they 
have completed their tour of duty. Do you find, Admiral, that it 1s 
becoming more wise to release military personnel before their enlist- 
ment has expired, when they perhaps do not lend themselves to a reas- 
onable degree of determination, or moral support? 

Admiral Hottoway. That is right. 

Mr. Ostrertac. Do you think it is best to separate them from the 
service? 

Admiral Hottoway. We are doing that. That is a very important 
thing. We are releasing men who have done a minimum of service— 
we have set 2% years—who combine a low average mentality with 
sustained misconduct, or lack of motivation. e do not release 
solely on the one ground of low mental standard, because very often 
an attitude of heart is more important than brains. But where we 
have a combination of low mentality, and it is in that group where 
most of the disciplinary problems arise, but when you have a com- 
bination of the two, we release them for those reasons after they have 
done 2 years service. 

Mr. Osrertac. I am thinking in terms of the hardship cases, 
Admiral, where a serviceman has a condition or a situation which 
does not perhaps justify his release on the grounds you have indicated, 
but because the circumstances in his case are such that he is not going 
to lend himself to being a good serviceman. 

Admiral Hottoway. We try to arrive at an optimum on that and 
there is a certain point which we must maintain in the young man’s 
sense of obligation. 
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Mr. Osrertaa. | recognize that. 

Admiral Hotitoway. Because if other people see that some fellow 
just wants to drop out and leave the service—— 

Mr. OsrertaG. Consequently every serviceman of a like mind will 
want to do the same thing. 

Admiral Hottoway. Everybody else will want to do it so we keep 
a continual check on that area. 

Mr. Osrertac. What I was getting at is that you are on a more flex- 
ible basis because of the fact that your enlistment requirements are in 
good shape. 

Admiral Hottoway. Yes; we try to encourage the longer service 
and let go the unmotivated person. 


REDUCTION IN PERSONNEL STRENGTHS 


Mr. Suepparp. Admiral, I would like to cell your attention to a 
comment reflected at the bottom of page 3 of your general statement, 
and I quote: 

Operating ships and aircraft will be manned at approximately the same level 
as last year, but substantial reductions have been made in support activities. 

And I refer to additional page 6 under ‘Facilities’ where I find the 
following language: 

The number of facilities to be maintained by this Bureau in 1955 will remain 
stable. 

Am I to assume that those two comments are incompatible or not? 

Admiral Hottoway. No. 

Mr. Suepparp. Will vou explain to me why I should not assume 
that? 

Admiral I will. 

The first statement is the overall Navy. The second statement is 
facilities, maintenance, by the Chief of Naval Personnel, and his 
staff. Then there are a number of those facilities, the amount in 
those areas that are my own, those are under my own management 
and control. I am making every effort to achieve economy of person- 
nel, but looking at the overall picture, in the cutback of personnel, we 
are coming down substantially. And I might add, that in this cut- 
back, the amount is primarily in personnel rather than in the matter 
of facilities. 

Mr. SHepparp. That is quite all right; your statement is quite 
clear, but if one were looking to find a possible conclusion that was 
not compatible or consistent, he might just pick out that particular 
item. In view of the fact, as I understand it, that the present budget 
is directly the result of the so-called new look. I am wondering if you 
could tell me what has been the policy that has been involved in creat- 
ing the permissive changes wherein the budget can be presented for 
the present amount which vou are requesting? What particular review 
or policy has been directed to your bureau or inaugurated by your 
bureau, which would make up the presentation before us today? 

Admiral Hottoway. Mr. Sheppard, the Chief of Naval Personnel 
does not generate policy. I reflect in this budget the beginning, the 
average, and end strength of personnel given to me by the Chief of 
Naval Operations. 
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Mr. Sueprarp. That is, insofar as you are concerned, what is being 
presented in these requirements in the way of appropriations that you 
are presently justifying has been predicated upon instructions from 
higher echelons of the service? 

Admiral HoLttoway. That is correct. 

Mr. Sueprard. And is that an improvement in efficiency of the 
operation of your Department as it has heretofore been functioning? 

Admiral Hottoway. And you are—— 

Mr. SHEPPARD (continuing). Asking the question, yes. 

Admiral Hotuaway. That is a very pertinent question. 

Mr. Suepparp. I think it is one that is quite relevant. 

Admiral Hottoway. I will endeavor to answer the question. 

Mr. Sueprarp. | know you will. 

Admiral Hottoway. As you recall, Mr. Sheppard, I came back 
right after the war in 1945 and ran the demobilization, which I believe 
was very successful. I think in every time of mobilization and war 
there are certain increases by reason of having increased the factor 
of safety. Later on, when peace comes, we can cut out certain 
facets of it. And that is my best answer to your question. I have 
reviewed with great care, and I have reflected here the beginning, 
average and the end strength, which, it is my understanding, repre- 
sents a reevaluation of the strategic situation, based upon present 
conditions. I hope they are more efficient in the plan than has been 
given vou in the past few years, because we are a little further removed 
from the war situation where we were providing for greater safety 
factors. 

Mr. Suerrarp. I think your response is reasonable and logical. 
In other words, because of the impact of the operations under which 
we have had to operate heretofore, because of our own military re- 
quirements, obviously there was a certain amount of inflationary 
situations; and since we are going into somewhat of a reverse situa- 
tion during peacetime, we naturally will have more of a peacetime 
functioning. However, with your long experience, over the period 
of time that I have known you, I am just wondering if you had had 
your own way, even under the same situation, and had been confronted 
with the same possibilities, would the same situation exist? 

Admiral Hottoway. Mr. Sheppard, I am not sure I follow sharply 
your question, but let me say this: That to me, inflated personnel 
numbers is an unhealthy condition. 

Mr. Suepparp. Yes. 

Admiral Hottoway. I think it is true for everybody; I think we 
all do our best and are able to perform our best service when our 
personnel strength is not inflated. My effort will always be directed 
to eliminating inflated personnel situations. 

Mr. Suepparp. And your suggestion is receiving some considera- 
tion and you are making progress as shown by the presentation before 
us. 

Admiral Hottoway. Yes; and it is my earnest belief that what I 
have just said is also the feeling of the Chief of Naval Operations; 
Tam sure it is. With the Secretary of the Navy, we are as one in this 
whole program. 

Mr. Suepparp. I do not want my inquiry to be misunderstood, 
that I think reduction is not a very healthy thing; but I would hate to 
find that the Navy’s action could be construed by someone, including 
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for the time being, Naval Operations, that has produced an estab- 
lishment, brought it up to its present basis—that is what I was 
directing my attention to, the program of the Navy. 

Admiral Hotitoway. Yes. 

Mr. SHepparpb. And as of this moment, I would not attribute that 
aspect of if to you. 

Admiral Hottoway. I have tried to give you the picture as it is, 
based on my experience in war and peace. 


SECURITY RISK DISMISSALS 


Mr. SHEPPARD. In response to one of my colleague’s interrogations, 
relative to undesirables, how many have been removed from the 
naval service because of their connections, either directly or indirectly, 
with Communist activities, as defined under the formula which is 
applied within the Navy, under which you dispense with the services 
of that kind of people? 

Admiral Hotuoway. Mr. Sheppard, we will supply that informa- 
tion, but I believe the number is small. 

Mr. SHepparp. Is there any source within the Navy, other than 
the Bureau of Personnel, which I understand has a pertinent part in 
the removal of persons in the Navy? 

Admiral Hotitoway. Mr. Sheppard, as Chief of Naval Personnel, I 
am the Secretary’s alter ego in personnel matters. 

Mr. SuHepparp. What | am trying to establish here is whether the 
records—as you are representing the Bureau of Personnel, where secu- 
rity risks are involved—whether the record would be available within 
your department? 

Admiral Hottoway. Yes. 

Mr. Suepparp. Then you could have that information? 

Admiral Hottoway. I do. I can get the information. 

Mr. Sueprarp. Have you been called upon heretofore to provide 
figures to any source of Government? 

Admiral Hottoway. No. 

Mr. SHepparp. Will you be good enough to supply that information 
for the record at this point? 

Admiral Hotutoway. Yes. 

Mr. Suepparp. At some later date but before the record is closed? 

Admiral Hottoway. Yes. 

(The information requested follows:) 

Since 1950, 21 officers and 4 enlisted men have been discharged or resigned from 


the naval) service under other than honorable conditions because of connections 
with Communist activities. 


NEW OVERALL POLICY 


Mr. Suepparp. One more question, Mr. Chairman. What partic- 
ular change of any magnitude, policywise, has been injected into the 
Bureau since your presentation a year ago, that you would consider 
as rather an enlargement as compared with your normal functions? 

Admiral Hottoway. Mr. Sheppard, there is an overall policy, I 
should say, which involves the continuing raising of standards such 
as.the-restoration of examinations for promotion, keeping a very close 
review over the junior officers and enlisted personnel, who show lack 
of character or failure in conduct, to eliminate such people, in every 
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way to improve standards. That is rather a long range professional 
service objective—— 

Mr. SuHepparp (interposing). That is what I would term routine 
procedure. 

Admiral Yes. 

Mr. Suepparp. Where a division of the Navy is constantly checking 
the operations in the Navy, checking the requirements, to secure as 
much efficiency as possible from the personnel within the Department. 
That is a continuing process. My inquiry had more to do specifically 
with what would be something outstanding, aside from the normal 
routine within the Department itself. 

Admiral Hottoway. Perhaps I can give you something on that. 
For instance, I have endeavored to bring up my staff and my organi- 
zation in closer touch with the operating forces having two things in 
mind: First, by addressing communications to all the flag and com- 
manding officers of the Navy, in order to keep them informed concern- 
ing the laws, appropriations, and plans having to do with the personnel 
structure and the program which I have presented to you. I do that 
so that they can acquire an appreciation of what we are doing here in 
Washington to enhance the composition and effectiveness of the 
Fleet, and, on the other hand, I want them to know what the facts 
and our problems here are. 

Second, by personal contact: I am endeavoring to do the same 
thing by going out among the officers and personnel. Recently I 
went out to California; I talked to thousands of young officers on that 
trip, showed them what the promotion program was, and the overall 
situation concerning the service in the Navy. 

That is probably the biggest personal task I have undertaken since 
I came back to Washington. 

Mr. Suepparp. It is somewhat apparent to me that Navy’s policy 
must be rather acceptable; otherwise, you would not have a waiting 
list of some 20,000 men who are trying to get into the Navy. 

Admiral Hottoway. I think that is correct. 

Mr. Sueprarp. What has been the highest figure on the waiting 
list? Was 20,000 the top, say, within the last 2 years? 

Admiral Hotitoway. | would say around 30,000 has been the top 
figure. 

Mr. SHEPPARD. That speaks very well for 1 of 2 things: Either 
good public relations or actual operations and publicity emanating 
from the personnel who have left the service and have presented a 
picture of their service with the Navy, and apparently who were happy 
with the conduct of the Navy, because it is from such contacts, that 
men get an appreciation of the Navy and decide to become a part of it. 

Admiral Hottoway. Mr. Sheppard, may I interpolate that it is my 
conviction that it is the latter because you do not fool the American 
people with printed pictures and publicity of the type that has been 
mentioned. They put us to the real test and search out the truth. 

Mr. Suepparp. And you cannot fool any of them very long. 

Admiral Hotioway. I certainly agree with you. 
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MILITARY PERSONNEL, NAVY 


WITNESSES 
BUREAU OF NAVAL PERSONNEL 


VICE ADM. JAMES L. HOLLOWAY, Jr., USN, CHIEF 

CAPT. FRED R. STICKNEY, USN, ASSISTANT CHIEF OF BUREAU 
FOR FINANCE AND PROPERTY MANAGEMENT 

LT. COMDR. OAKLEY W. CHENEY, USN, BUDGET BRANCH, MILI- 
TARY PERSONNEL, NAVY SECTION 

CAPT. WILLIAM G. COOPER, USN, ASSISTANT CHIEF OF BUREAU 
FOR PLANS 


BUREAU OF SUPPLIES AND ACCOUNTS 


CAPT. DONALD W. TWIGG, USN, PROVISIONS SUPPLY OFFICER 
COMDR. CARLOS L. TOLLESON, USN, PROVISIONS SUPPLY OFFICER 


OFFICE OF THE COMPTROLLER 


REAR ADM. EDWARD W. CLEXTON, USN, ASSISTANT COMP- 
TROLLER, DIRECTOR OF BUDGET AND REPORTS 


Amounts available for obligation 


1953 actual 1954 estimate | 1951 estimate 


| 
Appropriation or estimate. _--.------| $2, 435, 896, 500 | $2, 541,000,000 | $2, 427, 000, 000 
Transferred, pursuant to 66 Stat. Sesade: from— | 
“Medical care, Navy’’.- 9, 000, 000 |... 
“Civil encinee: ring, avy” 17, 500, 000 | ....-- 
“Military personnel, Me arine Corps. Reserve” 
“Military personnel, Naval Reserv 6, 000, 000 | -.----- 
“Ordnance and facilities, Nz av y’ 7, 843, 000 | | 
“Ships and facilities, Navy, ” pursuant to 67 Stat. 16 140, 000, 000 | . “ | 
Adjusted appropriation or estimate 2, 667, 339, 500 | 2, 541,000,000 | 2, 427, 000, 000 
Reimbursements from non-Federal sources... ....-- -- 12, 800, 000 14, 500, 000 | 14, 100, 000 
Reimbursements from other accounts... 20, 273, 000 | 22, 441, 000 4 21, 955, 000 
Total available for obligation 2, 700, 412,500 | 2,577,941,000 | 2, 463, 055, 000 
Unobligated balance, estimated savings (available for ad- | | 
ministrative reappropriation in subsequent year) . - - | —47, 477, 796 —$2, 372, 000 | 


Obligations incurred 


—— stnne senses | 2, 652, 934, 704 2, 545, 569, 000 | 2, 463, 055, 000 
Comparative transfer from— | | 


“Service-wide supply and finance, Navy’’ 3, 853, 000 | 
“Military personnel, officer candid: ites, Nav y” 

“Aircraft and facilities, N: avy’ wanes 1, 470, 000 | 
“Ships and facilities, Ni avy”. 132 


“Ordnance and facilities, N Navy” —oe 
2, 685, 997, 221 | 2, 551, 850, 000 | 2, 463, 055, 000 


Norte. pa APS ments from non-Federal sources above are from sales of provisions and meals (Public 
Law 27, 78th Cong.; sec. 16 (c) of Public Law 604, 79th Cong.; and 34 U.S. C. 555a), and from Allied Nations 
or logistic support (sec. 703 of Public Law 911, 8ist Cong., 64 Stat. 1235). 
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Obligations by activities 
Description 1953 actual 1954 estimate | 1955 estimate 
Direct Obligations 
A funds: 
Pay and allowances..._..-......- et <p $2, 258, 247, 420 | $2, 156, 957, 000 $2, 093, 960, 000 
65, 708, 520 60, 714, 000 60, 737, 000 
3. in Wind. . 258, #10, 000 217, 184, 000 197, 466, 000 
4. Movements, permanent change of station... _....- 73, 756, 591 77, 971, 000 72, 896, 000 
2, 101, 690 2, 083, 000 1, 941, 000 
Total obligations from appropriated funds____-- 2, 652, 924,221 | 2, 514, 909, 000 2, 427, 000, 000 
Reimbursements from non-Federal sources: 
1. Pay and allowances. 27,000 27, 000 
2. Individual clothing 200, 000 200, 000 
3. Subsistence in kind --_..--- ‘3 12, 800, 000 14, 258, 000 13, 858, 000 
4. Movements, permanent change 15, 000 15, 000 
Total obligations payable out of retmburse- 
ments from non-Federal 12,800, 000 14, 500,000 | 100, 000 
Total direct obligations. ..............--------- | 2, 6685, 724, 221 1| 32 529, 409,000 | 2, 441, 100, 000 
Obligations Payable Out of Reimbursements From | 
Other Accounts | 
1. Pay and allowances.........--..--- . | 1,073, 000 1, 441,000 1, 555, 000 
3. Subsistence in kind | 19, 200, 000 | 21, 000, 000 20, 400, 000 
Total obligations payable out of eetaatvarserienite 
from other accounts 273, 000 | | 22, 441, 000 | 21, 955, 000 
Total obligations. 2,685 2, 685,997,221 | 2, 551, 850, 000 2, 468, 0 055, 000 
by 
wee classification | 1953 actual r| 1954 estimate | 1955 estimate 


Direct Obligations 


funds: 

Personal services: Military 
Travel___- 
T ransportati mof things. a 
Other contractual services 
Supplies and materials 
Pensions, annuities, and insurance claims. 
Interest 


Total obligations fro appropriated funds. . 


Reimbursements from non-Federal sources: 
01 Personal services: Military. 
02 Travel 


yayable out of reimburse- 
‘ederal sources. 


Total obligations 
ments from non- 


Total direct obligations 


Obligations Payable Out of Reimbursements From Other 
Accounts 


01 Personal services: Military. 
08 Supplies and materials...................- 


Total obligations payable out of reimburse- 
ments from other accounts 


Total obligations 


| 


} 


| $2, 175,098, 337 | $2, 147,914,943 | $2, 066, 724, 497 
} 68, 633, 240 | 70, 559, 800 71, 280, 300 
| 21, 457, 210 24. 235, 200 22, 181, 700 
sl 9, 078, 321 8. 636, 487 | 7, 287, 968 
_.| 248,179,592 | 907, 770 193, 809. 735 
130, 363, 355 | 51, 513, 478 | 65, 543, 426 
} 114, 166 | 13, 322 | 172, 374 
nal 2.662,.924,221 | 2 2, 514, 909, 000 | 2, 427,000, 000 
27, 000 27, 000 
| 15, 000 15,000 
| 12,800,000 | 14, 458, 000 | 14, 058, 000 

| | 
-| 12,800, 000 | 14, 500, 000 | 14, 100, 000 
| 2,665, 724, 221 | 2, 529,409,000 | 2, 441, 100, 000 


1,073, 1, 441, 000 1, 555, 000 

19; 200, 21, 000. 000 20, 400, 000 
| 99,273, 000 22, 441,000 | 21, 955, 000 
2, 463, 055, 000 


2, 685, 997, 221 | 2, 51, 850, 000 | 
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Analysis of expenditures 


1963 actual 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year. -...._. . $138, 993, 677 $141, 900, 680 Ror 075, 401 
Obligations incurred during the year_- | 2,652, 984, 704 2 545, 569, 000 | 2, 463, 055, 000 
= 
2, 791, 928, 381 | "2, 687, 469, 680 | 2, 687, 130, 401 
Deduct: j 
Adjustment in obligations of prior years- 14, 893, 854 26, 453, 279 |..._. 
Reimbursements 33, 073, 000 | 36, 941, 000 | 36, 055, 000 
Obligated balance carried to certified claims acount _| 3, 079, 903 | Lee 
Unliquidated obligations, end of year. ; 141, 900, 680 224, 075, 401 273, 075, 401 
Total expenditures________- ‘ ee 3 2, 598, 980,944 | 2 2, 400, | 000, 000 . 378, 000, 000 
Expenditures are distributed as follows: | 
Out of current authorizations ___- ee | 2, 506,663,649 | 2,320,000,000 | 2, 300, 000, 000 
Out of prior authorizations : | 92, 317, 295 80, 000, 000 | 78, 000, 000 


Mr. Wiee.esworrs. Our first appropriation item, ‘Military 
personnel, Navy,”’ appears to be broken down into five budget activi- 
ties: “Pay and allowances,” ‘Individual clothing,” “Subsistence in 
kind,” ““Moveinents, permanent change of stations,” and “Other 
costs.”’ 

Pay anp ALLOWANCES—OFFICERS 


The first of the budget activities is shown in the justification under 
tab 1, at pages 7 and 8, and in more detail in pages 22 to 33, inclusive. 

Page 22 gives us a breakdown of the officers, commissioned and 
nurses, and I- note an increase of almost 1,000 in the rank of com- 
mander, and a corresponding decrease in the rank of lieutenant com- 
mander. What is the explanation of that? 

Admiral Hottoway. That reflects, Mr. Chairman, the numerical 
grouping of career structure. I have retarded the number of promo- 
tions, so that we do not get ahead of a schedule consistent with the 
OPA 1947 as a young officer goes up. The number that we have here 
has been carefully evaluated. They are under the Ahrends amend- 
ment figures and we are holding close to them. It represents in effect 
the Chief of Naval Personnel’s fundamental policy, which we derive 
from statutes passed by the Congress which is, first, to man the Navy 
with proper rank structure and to man it effectively. And secondly, 
to provide a proper flow of personnel promotions to provide incentive 
and maintain the dynamic complexion of the officer corps; and third, 
to accomplish the first two items without catastrophic attrition. 

We have a great investment in trained people; and we do not, and 
cannot, under law hire and fire our career personnel. 

And in the numbers of commanders, this represents a calculated 
promotion plan which is consistent with the law and plans established 
by the Congress and also consistent with the needs of the service. 

Mr. WicGLeswortH. Page 22 dealing with basic pay is largely a 
mathematical matter, is it not? 

Admiral Hottoway. That is correct. 

Mr. WicG_eswortn. The rates are prescribed by statute. 

Admiral Yes, sir. 

Mr. WicGLeswortH. There may be some discretion with respect 
to promotions but the end result is secured by taking the numbers 
and multiplying the numbers of individuals by the statutory rates. 

Admiral Hottoway. Yes. 
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Commander Cueney. In some places you will see the rate structure 
indicates a slight increase. 

Mr. Wiaa.eswortH. There is reflected a slight increase in some 
instances. Why is that? 

Commander Cuaney. The rates used in this table on page 22 for 
the various ranks, Mr. Chairman, take into account the length of 
service of the people who are going to be in that rate structure during 
the year, so it will vary from year to year, because their length of 
service will vary and the rate depends on their length of service. 

Mr. WicGcLesworrn. But there is no discretion whatsoever in the 
rate. 

Admiral Hottoway. That is right; it is prescribed by law. 


INCENTIVE PAY, HAZARDOUS DUTY 


Mr. WiacieswortnH. Page 23 deals with incentive pay and haz- 
ardous duty. These rates are also fixed by statute. 

Admiral Hottoway. That is correct. 

Mr. Wiae_eswortu. The overall estimate of those entitled to haz- 
ardous-duty pay is less by about 1,000 in 1955 and 1954, due to 
general reduction in the overall force, I assume? 

Admiral Hotitoway. That is right. 

Mr. WiaeteswortuH. But there are more with the rank of captain, 
more with the rank of commander, more with the rank of lieutenant 
(junior grade), that are listed as eligible, which is another reflection 
of what you have already explained. 

Admiral Hotioway. Yes. That is a return to the development 
of the professional end of the service, for the long-range career per- 
sonnel moving ahead in their profession. 


SUBMARINE DUTY 


Mr. Wiaeetesworts. Under “Submarine duty,’ the request is 
exactly the same as for the current fiscal year. 

Admiral Hotutoway. Yes. 

Mr. WiaaieswortH. That is true also with respect to other items 
including allowaace for parachute jumping and other items listed on 
page 29 of the justifications. 

Are you going to spend all of that money in 1954 that is reflected 
under this 

Captain Sricxnny. Yes. 

Admiral Hottoway. Yes, Mr. Chairman; we expect we will, be- 
cause those who draw pay for hazardous duty usually are the career 
type of enlisted men, who have substantial investments in the service 
in the Navy, so the cutback comes mostly in the area in which Mr. 
Ostertag discussed before. 

Mr. Wiacieswortn. Are there any questions on basic pay and 
incentive pay, referred to on pages 22, 23, and 24 of the justifications? 


INCENTIVE PAY, HAZARDOUS DUTY 


Mr. Osrurtag. Admiral, it is not quite clear to me just what has 
been taking re on this whole question of incentive pay and hazard- 
ous duty. ill you make a comparison with what it has beea, what 


it is today, in the matter of costs, aod who is involved, and why? 
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Captain Stickney. There has been very little change ia the incev- 
tive-hazardous-duty figure between 1954 aad 1955. 

Mr. Osrertac. In other words, our appropriation is for the same 
number involved and the same practice and procedure is being fol- 
lowed? 

Admiral Hottoway. Yes. 

Captain Stickney. Yes; there is a slight reduction in the number 
of people who are drawing incentive pay for flight proficiency, but the 
amount to the imdividual, to varying ranks, does not change. This 
other subject in the general provision in the Apprepriation Act of 
1954, which permitted people to continue te draw proficiency flight 
pay, that is, incentive pay, without actually flying the minimum 
required number of hours, as previously prescribed, due to their long 
experience whicb | think was 16 years as a member of the Aeronautical 
Branch of the service, and permitted them to be eligible to continue 
to draw proficiency pay without actually being required to put in the 
flying hours. 

It was my understanding that the primary purpose of that provi- 
sion, that general provision, was to reduce the operation of aircraft, 
to cut down on the usage of aircraft, the maintenance and upkeep 
and the cost of gasoline. 

That is the area which Commander Barleon mentioned in the off- 
the-record discussion, which we will go into under another item. 

Admiral Ciexton. The size of the aeronautical organization, the 
number of operating aircraft in 1954 and 1955 are identical; also the 
number of active fleet submarines, operating submarines, and, there- 
fore, you would not expect an appreciable change in the use of hazard- 
ous duty pay for that reason. 


OFFICER RATIO TO ENLISTED MEN 


Mr. Ostrertac. Admiral Holloway, may I ask you if there has 
been any change in the officer ratio to the enlisted personnel? 

Admiral Hottoway. Between 1954 and 1955? 

Mr. OsrertaG. Yes; has there been any major change? 

Admiral Hottoway. May I check on that? The answer is negli- 
gible; it is approximately the same. 

The answer is, The only change in the magnitude is about one-tenth 
of 1 percent. 

Mr. Osrertac. The percentage of relationship of officers to en- 
listed men? 

Admiral Hotitoway. Yes. 

Mr. Ostertac. The number of men remains about the same? 

Admiral Houtitoway. Yes. 

Mr: Osrertac. Insofar as the normal functions are concerned? 

Admiral Hottoway. Yes. 


DISTRIBUTION OF HIGHER RANK COMMISSIONS 


Mr. Osrertaa. In relation to the question of pay and allowances, 
basic pay, and particularly in relation to the commissions there appears 
to be more of the higher grades or ranks than heretofore, and again, 
that is a matter of adjustment, is it not? 

Admiral Hottoway. Yes. 
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Mr. OstrertaG. Which you cannot avoid? 

Admiral Hottoway. Which I cannot avoid if I fulfill my obliga- 
tions under the law, to first adequately man the Navy with proper 
distribution with the proper ranks and skills; second, to maintain a 
dynamic corps of officers who will be able to perform duties as pre- 
scribed by the law, and to provide, further, as set out in the act, to 
avoid catastrophic attrition in the loss of skills, experience, and com- 
missioned officer personnel. 

These programs were very carefully calculated within the budget 
ceiling, and I will be glad to go into any details later on, so far as 
officer personnel actions are concerned, if you desire any explanation 
on that item. It is all under the provisions of the law. 

Mr. OsrertaG. There is an increase of about 1,000 commanders 
contemplated? 

Admiral Hottoway. That is correct. 

Mr. Osrerrac. And a decrease of more than a thousand lieutenant 
commanders. 

Admiral HoLttoway. That is correct. 

Mr. Osrertaa. And a decrease of about 3,000 lieutenants, and 
abovt 2,500 lieutenants, junior grade. Other than that, it seems to 
level off. Am I correct in that? 

Admiral Hottoway. Yes. 

Mr. Osrertaa. Would you say, Admiral, that the picture of the 
officer setup as reflected in the budget, would remain fairly stationary 
as we look ahead? 

Admiral Hotitoway. I think there will not be a big change in the 
immediate tuture. May I ask my Assistant Chief for Plans to com- 
ment on that? 

Captain Cooper. The number of commmanders will increase 
slightly in the future, but not as much as in this year. The number of 
captains will remain about the same as now until, we figure, about 
1967. 

Mr. Ostertag. In 1967? 

Captain Cooper. Yes. That is because the hump of World War IT 
officers will then be moving into the captain grade. A larger number 
will then have had more experience and will be coming into the com- 
mander grade, from lieutenant commander, which will result in a 
slight increase in this figure here. That is just another one of the 
phenomena. 

Mr. Wieetesworrn. Any questions, Mr. Sheppard? 


INCENTIVE PAY, HAZARDOUS DUTY 


Mr. Sueprparp. No qustions, Mr. Chairman, but may I ask that 
there be inserted in the record at this point a brief explanation of 
incentive pay and hazardous duty? 

Admiral Hottoway. Yes, we will supply that information. 

(The information requested follows:) 

“Incentive pay, hazardous duty’’ are for payments prescribed by section 204 
of the Career Compensation Act of 1949 (87 U. 8. C. 235), in accordance with the 
following extract: 

“Subject to such regulations as may be prescribed by the President, members 
of the uniformed services entitled to receive basic pay shall, in addition thereto, 
be entitled to receive incentive pay for the performance of hazardous duty re- 
quired by competent orders. he following duties shall constitute hazardous 
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duties: (1) duty as a crew member as determined by the Secretary concerned, 
involving frequent and regular participation in aerial flight; (2) duty on board a 
submarine, including submarines under construction from the time builders’ 
trials commence; (3) duty involving frequent and regular participation in aerial 
flights not as a crew member pursuant to part (1) of this subsection; (4) duty 
involving frequent and regular participation in glider flights; (5) duty involving 
parachute jumping as an essential part of military duty; (6) duty involving inti- 
mate contact with persons afflicted with leprosy; (7) duty involving the demolition 
of explosives as a primary duty, including training for such duty; (8) duty at a 
submarine escape training tank, when such duty involves participation in the 
training; and (9) duty at the Navy Deep Sea Diving School or the Navy Experi- 
mental Diving Unit, when such duty involves participation in training.” 


AFTERNOON SESSION 
Mr. WiaeLeswortu. The committee will come to order. 


BASIC ALLOWANCE FOR SUBSISTENCE AND QUARTERS 


Continuing with pages 24 and 25 of the justifications, we have set 
forth the detail of the request for a basic allowance for subsistence re- 
flecting a decrease of some $3 million, and request for basic allowance 
for quarters for officers: A, with dependents; and B, without de- 
pendents, reflecting a decrease of about $5 million. 

Last year, Admiral, there was some question raised as to the basis 
for rates used to discount the item of quarters allowance where public 
quarters are provided. It was pointed out the basis was apparently 
different between the Navy and the Marine Corps, the committee 
report stating that the Marine Corps basis appeared to be more 
realistic. 

I notice, for instance, that your deduction for public quarters is 
figured for fiscal 1955 at $1,308.70 per officer, which is the average of 
the overall allowances. 

Admiral Hottoway. Range of allowances. 

Mr. Wiacieswortn. Yes, between flag officers and warrant 
officers. 

I think our investigators suggested last year that it would be more 
realistic if a larger deduction were taken in view of the fact that 
generally speaking the officers of higher rank are those that are taken 
care of. 

Have you any comment on that? 

Captain Stickney. Mr. Chairman, the rate at which we are taking 
it out is based on the average ranks of the officers, allowing the per- 
centage for the higher ranks and for the lower ranks. 

Mr. Cheney has worked this out. I will ask him to go into further 
detail on that. 

Commander Cuenrty. The Marine Corps has for some time kept 
statistics on the number of people by grade who occupy public quarters, 
and on the basis of that, use some rate slightly higher than the average 
for their deduct. Our reporting system has not been based on that 
in the past and we do not have statistics, so I assume the deduction 
is the average. 

It is true that in many places senior officers are the ones who get 
quarters. The vast majority of the quarters are in outlying places, 
particularly at a lot of air stations, where vou have a preponderance 
of junior officers. 
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We have a statistical system going into effect which was started 
on January | and it will take some time to produce a sufficient amount 
of experience to use, but we expect to use it for the fiscal 1956 budget. 
That will reflect the actual numbers that are getting quarters allow- 
ances, less the deduct based on actual assignment of quarters. 

We don’t have a better basis at the present time and I doubt very 
much if variations would be very considerable. 

Admiral Hotioway. Actually, Mr. Chairman, we may find the 
figure we are using is more favorable to the Government than other- 
wise because, as Mr. Cheney points out, the Navy doesn’t have, 
except in the aeronautical branch where there are a lot of young 
officers on the station, many places. But a place where there are 
hundreds of lieutenants, and below, on a vastly higher ratio than 
captains and flag officers, it would tend to sake the figure lower. 
Most of our quarters are in the outlying stations, so I believe we are 
not jeopardizing the interest of the Government, as a matter of fact 
probably favoring the Government, in this figure of 1,308. 

Mr. WicGLeswortH. Do I understand you are looking into this 
specific question? 

Admiral Hotuoway. Yes; sir. 

Mr. Wiaa.eswortn. Our investigators were of the opposite 
opinion. The matter was specifically mentioned in the committee 
report last summer. 

Captain SrickNry. We made some checks. It led us to think that 
the best thing to do would be to get the reporting system set up and 
get it actual. Our observations showed that perhaps it would be in 
the opposite direction from which they have been recommended to 
us; that is, it would be higher rather than lower. 

Mr. WiaG.eswortu. The overall request, of course, is about $5 
million less, due again, I assume, to the overall reduction in officers? 

Admiral HoLttoway. That is right. 


STATION ALLOWANCES 


Mr. Wiacieswortu. The request for station allowances for officers 
is $2,217,375, the identical amount requested for the same number of 
officers, 2,600 officers. 

I think there was some feeling in this committee a year ago that 
some of these station allowances—this includes foreign station allow- 
ances, does it not? 

Admiral Hottoway. Yes, sir. 

Mr. WiacGLeswortH. There was some feeling by some members of 
the committee a year ago that some of these allowances were pretty 
high. I take it from this you have not made any change in the 
allowances provided. 

Commander Cueney. Allowances change continuously, Mr. Chair- 
man, and in general we are slightly down from a year or so ago. 

Mr. Wiaaieswortn. Allowance for subsistence here is $821.25 in 
both years and allowance for quarters is $912.50 for both years. 

Commander Cueney. But in fiscal 1953— 

Mr. Wiacieswortn. What are the figures for fiscal 1953? Do you 
have them? 

Commander Cueney. They are not here, no, sir. 
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Mr. Wice.Lesworrn. Will you supply those for the record, please, 
when you revise your remarks? 

Commander Cueney. Yes. 

(The information requested is as follows:) 

Station allowances for officers in fiscal year 1953 averaged $831.37 for sub- 
sistence and $915.38 for quarters. 

Mr. WiaeieswortH. Were they higher? 

Commander Cueney. Slightly. They are rates arrived at by joint 
boards for all the armed services and the State Department. 

Captain Stickney. I am sure you are aware that these rates are 
established by a committee, a member from each of the three services. 
What Mr. Cheney meant is that they change by areas some down 
and some up as studies are made to determine a proper station 
allowance for people in these areas. 

Mr. Wiacieswortu. Do I understand that all three branches of 
the armed services and the State Department are now using identical 
rates? 

Captain Stickney. All three branches of the armed services are 
using identical rates. In any one area it will be the same for any 
of the three services. 1 don’t know that it is fully coordinated with 
the State Department. I understand they are working with the 
State Department so that all of our people in foreign countries will 
receive equal treatment in the same area. 

Commander Cueney. Rates are different for different places, Mr. 
Chairman. Depending on the ratio of distribution of personnel in 
those places, the overall average for one service may vary from the 
other, but for any particular place the rates are the same for the 
Army, Navy, and Air Force. 


PERSONAL MONEY ALLOWANCE-—SPECIAL PAY 


Mr. WigGLteswortu. Page 26 shows the requests for personal 
money allowance, “Special pay, salvage diving,” “Special pay, 
physicians and dentists.” 


NUMBER OF PHYSICIANS AND DENTISTS 


I notice you anticipate a reduction in the number of physicians 
and dentists from 5,914 to 4,658. 

That will mean a smaller number per thousand will it not? 

Commander Cuenry. The number provided for in fiscal 1955 is in 
accordance with the 55 personnel plan, of course, and that plan takes 
into account the ratio of doctors and dentists per thousand. provided 
for in all the services. 

Mr. Wice.eswortH. The number of doctors and dentists per 
thousand in 1955 will be less than we have been carrying in previous 
years? 

Commander Cuenry. That is correct, sir. 

Mr. Wiacaieswortn. How many per thousand does it work out 
to? Do you know? 

Commander Curenry. 3.26 for medical officers. Dental officers are 
the same as before. 

Mr. WiGGLEesworru. 2.1 per thousand; is it not? 
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Captain Coorrr. I don’t recall what it was for dental officers. 
It has not changed. 

Mr. WiaGieswortu. Will you please check that figure. 

Captain Stickney. We will check it for you. 

(The following information was later supplied :) 

The ratio for dental officers is two per thousand. 


MUSTERING-OUT PAY 


Mr. WiaeieswortsH. On page 27, among other items, I notice 
mustering-out pay, $3,445,200. That is almost as much as in the 
current fiscal year. This I take it is not dependent on the reduction 
in size of the Navy so much as it is on the number of losses? 

Captain Stickney. That is correct, Mr. Chairman, which is very 
high. 

Mr. WiaeLeswortu. It is apparently almost as high as in the cur- 
rent fiscal year. 

Captain Stickney. Yes. 

Commander Curnny. Actually this represents losses in junior 
grades only. Senior grade officers do not get a mustering-out pay. 


SEVERANCE PAY ON FAILURE OF PROMOTION 


Mr. WiaeieswortH. Will you explain the item of $4,950,000 for 
severance pay on failure of promotion? 

Commander Cuenry. That is something we have had practically 
none of since Korea because we have not had forced attrition of 
officers due to nonselection. 

Mr. WicGLeswortu. I notice from fiscal 1954 you apparently 
spent $81,000 with respect to 10 officers. 

Now, you estimate you will spend $4,950,000 with respect to 750 
officers. That is a tremendous increase. 

Captain Cooper. Since 1950, Mr. Chairman, we have promoted 
officers of the junior grades under the temporary promotion law of 
1941. We expect next year to change back to our permanent-promo- 
tion law which is Public Law 381, Officer Personnel Act of 1947. 

Under the provisions of the temporary-promotion law of 1941 
officers are not legally failed of selection. Therefore, they may not be 
separated from the service with severance pay. If they fail of selec- 
tion twice under our permanent-promotion law they are separated 
from the service during that fiscal year in which they have failed the 
second time, and they are separated with severance pay. 

Mr. WicGieswortH. Does that severance pay vary in amount 
according to rank? 

Captain Coorrer. Based on 2-months’ pay per year of service. It 
equals 2-months’ pay per year of service based on the pay received at 
the time of separation. There is a maximum of 2-years’ pay. In 
other words, an officer who had 12-years’ service, was a lieutenant, 
would be separated with 24-months’ pay as a lieutenant. 

A junior lieutenant with 6 years’ servicé would be separated with 1 
year’s pay based on his pay as a lieutenant junior grade. 

Mr. WiaateswortuH. The rate given here of $6,600 is an average 
rate for the 750 officers that you expect to be entitled to this severance 
pay? 
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Admiral Hottoway. That is correct, sir. 

Commander Curenry. Basic pay only. 

Mr. WiaGieswortu. Do you know at this time the number of 
officers by rank? 

Admiral Hottoway. No. This is an estimate, Mr. Chairman. 
This is an estimate and it may not be as many, and it could conceiv- 
ably be more. But this is an estimate and it is incident to a shift 
over from a temporary promotion law to a permanent promotion 
law following the cessation of the Korean emergency. 

This severance pay is a substitute for retired pay. These officers 
have served sufficiently short time so that when they are passed over 
twice, instead of being retired and drawing retirement pay they are 
given a lump-sum severance pay and the obligation of the Government 
is complete. 

This is frankly an estimate, but it is the best one we can make, Mr. 
Chairman. 

Mr. Wiaa.tesworts. In general terms it comes into the picture 
because the overall number of officers is being compressed. 

Admiral Hottoway. It is being compressed. We are going into 
permanent promotion laws which will require us to drop officers if 
they are not selected for promotion. 

Mr. WiaaLteswortu. Are there any questions on items 3 to 16 
referring to pay and allowances for officers? 

Mr. Ostrrertac. On this same question, Admiral, are we to under- 
stand that the present program, which calls for an overall reduction in 
officer strength, lends itself to severance without promotion on the 
part of a much higher number than heretofore contemplated due to the 
fact that you have no use for these officers? Is that it? 

Admiral Hottoway. No, Mr. Ostertag. The relationship is not as 
direct as that. The relationship is, rather, that during the Korean 
emergency, when a large number of officers were promoted to higher 
responsibilities at a higher rate, we used the Personnel Act which pro- 
vided for temporary promotion. 

In spite of the large number promoted many officers were not 
selected for promotion. 

Under the temporary law they cannot be dropped when they are 
passed over twice, but when the permanent law comes into effect, as it 
must in due course when the emergency is over, it must be assumed 
that a lot of these officers who were not promoted under temporary 
provisions of the law will not be promoted under the permanent pro- 
visions of law, and therefore, when they are passed over as being not 
the best qualified, not the elite group, and they are below the grade of, 
say, lieutenant commander and with less than 12 years’ service, they 
will receive severance pay. We have had none dropped for that reason 
throughout the Korean emergency. So in effect you have a certain 
backlog indirectly accruing to you which must be liquidated in the first 
year or two of living under the permanent promotion laws. 

Mr. Ostertac. And this figure of 750 is just an estimate on your 
part? 

Admiral Hottoway. An estimate on our part of the implementa- 
tion of the permanent promotion laws following a certain backlog 
which is built t up through the employment in the Korean emergency 


of the temporary laws. 
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Mr. OstertaG. I don’t want to labor the point, but I wish you 
would make clear the provisions which are mandatory upon the 
Navy, or the military as the case may be, on the requirements for 
promotion. 

I will put it this way: Are you required to promote an officer auto- 
matically at given points or periods of service? 

Admiral Hottoway. In general we are by statute; either promote 
him or retire him or separate him. 

Mr. OsrertaG. Suppose you find an officer whose loyalty is ques- 
tionable, and therefore you determine that he is to be relieved of 
duty. Is he entitled to an automatic promotion? 

Admiral Hottoway. As I understand it, and I will ask to be 
checked by my assistants, people who leave the service under other 
than honorable conditions do not receive the provisions and benefits 
provided by law. 

Mr. OsrertaG. Where a man has been in uniform and has been 
known either before or during that time to have had sympathies with 
the Communist front or party, would he be discharged honorably? 

Admiral Hottoway. No, sir. 

Captain Cooper. Admiral, I am afraid he would have to be unless 
we had sufficient evidence to bring proceedings against him. 

Admiral Hottoway. We assume there is sufficient evidence. 

Mr. Osrerraa. I assume that was the reason for his discharge. 

Admiral Hottoway. We wouldn’t do it on rumor. 

Mr. OsrertaG. Well, this is an issue which you will hear more 
about. I am trying to learn more about the requirements and the 
system, whether it is a matter of law or the military practices stemming 
from regulations. 

Captain Stickney. This particular provision about severance pay 
for officers who have failed of selection twice for promotion in accord- 
ance with the permanent promotion law, of course, has nothing to do 
with the idea of the disciplinary action. This is merely a man who 
didn’t measure up with those who were to be promoted, and the law 
has provided for us to give him a severance pay, which has nothing 
to do with the other phase of it. 

Mr. Osrertaa. I understand that, except that the question of 
severance pay on failure of promotion brings up the question of 
promotion when a person is being separated from the service for other 
reasons than this particular item shown here. 

Admiral Hotitoway. The only provisions for separation pay of 
which I am aware is under the conditions shown here, which has 
nothing to do with the man’s conduct but they are for failure of 
promotion. 

Mr. Osrerrac. In other words, this item covering the 750, esti- 
mated number that will be separated, covers severance pay for 
officers who will be separated from the service under honorable 
circumstances 


Admiral Hottoway. Exactly. 

Mr. OstrertaG. The reasons they have not been promoted are 
due to circumstances which did not lend themselves to such promotion? 

Admiral Hottoway. That is correct. 
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PROMOTION POLICY AND PROCEDURE 


Mr. Ostrertaa. I understand that part. But the point remains 
that you are then required to automatically promote officers under 
the law. 

Admiral Hottoway. I want to qualify that. We have a law which 
controls our promotion and a statutory board which meets and votes 
on them and selects them. 

The Secretary then recommends and the President approves that 
selection, or the Secretary approves it in the name of the President. 
That is in general the thing which controls all of our promctions. 

When you get into certain medical and dental promotions, I believe, 
and I will ask Captain Cooper to help me on this, we get into a field 
which is slightly different from the Officer Personnel Act of 1947. Is 
that correct? 

Captain Coorrr. That is correct, sir. 

Admiral Hottoway. I am not thoroughly familiar with that 
because the area within which that operates is small and I will have 
to refresh myself before I explain that mandatory promotion of 
doctors and dentists situation. 

Mr. Osrerraa. In other words, the doctors and dentists are treated 
differently from the ordinary line officers? 

Admiral Hottoway. In the Reserve, ves. 

Captain Cooper. Public Law 84, which is generally known as the 
Doctors Draft Act, provides that reserve officers of the Medical Corps 
and the Dental Corps shall be appointed originally, or if they have 
been appointed before the passage of that act then they shall be 
advanced to a grade which is commensurate with their professional 
experience. That is practically automatic promotion, sir, for those 
individual Reserve officers. It does not apply to officers of the regular 
services. 

Mr. OstertaG. You say automatic promotion. A dentist or a 
doctor who has had, let me say, 10 or 15 years of practice is involved. 
Would his rank when he starts in the service be dependent on that? 

Captain Cooper. Exactly. 

Mr. Ostertac. When you speak of promotions you mean advanc- 
ing the man to a higher rank? 

Captain Cooper. I mean Reserve officers who were appointed 
before the passage of Public Law 84 had to be advanced, unless the 
grade they held met that criterion they had to be advanced in ac- 
cordance with it. 

Mr. OstertaG. Speaking specifically to the special law which deals 
with doctors and dentists—— 

Admiral Hottoway. Of the Reserve. 

Mr. Ostertaa. Of the Reserve. 

Captain Cooper. Applies only to Reserves. 

Admiral Hotioway. That is right. 

Mr. OstertaGc. Are we to understand that the Navy is required 
to promote them automatically as time and experience develops? 

Captain Cooper. That is correct, sir. However, we have asked our 
Judge Advocate General very recently, and we have not received his 
opinion yet, whether we would have to promote those individuals 
automatically or whether we could deny him a promotion if his record 
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contained derogatory information. We do not have that answer as 
yet. 

In other words, we have anticipated something of the sort arising 
where we would have a conflict of the law which actually provides for 
automatic promotion, but we have asked the JAG if we can refuse to 
promote him. 

Admiral Hottoway. And J will say this: I could not in good 
conscience recommend to the Secretary of the Navy promotion of 
any officer that I didn’t think was qualified for it, either by profes- 
sional experience, regardless of the number of years he has been in it, 
or for other reasons such as proven misconduct or moral turpitude. 
I wouldn’t recommend it, and I don’t believe the intent of Congress 
requires me to recommend the promotion of a man that is disqualified 
either professionally or by reason of moral turpitude or moral integrity. 

Mr. Ostrertaa. That is the point I was trying to get at. 

Admiral Hotioway. I would not recommend such a promotion to 
the Secretary of the Navy. 

Mr. Ostrerrac. But you also add that in your opinion you are not 
required to do that under the law. 

Admiral Hotioway. I feel morally that is so. 

(Discussion held off the record.) 

Mr. OsrertaGc. Captain Cooper, will you give the committee the 
benefit of your thinking on the application and effect or a com- 
parison as between the doctor and dentists law and the regular 
promotion law applying to officers generally? 

Captain Cooprr. Yes, sir. Public Law 84 requires the services to 
appoint originally or advance officers of the Medical and Dental Corps 
of the Reserve Forces commensurate with their professional experi- 
ence. This provision applies only to Reserve officers of those corps. 
In other words, a medical officer who had been practicing for some 
15 years would be appointed as a lieutenant commander, whereas au 
engineer or businessman who had comparable civilian experience 
might be originally appointed in any lower grade, depending on the 
needs of the service. 

Mr. Ostertac. Have you had any cases where officers were pro- 
moted under this special act and at the same time released from serv- 
ice for reasons of disloyalty or security? 

Captain Coorrr. I do not know of any cases in the Navy, sir. I 
feel pone sure there have not been any, but I cannot state that posi- 
tively. 

Admiral Hotioway. I think I should take the responsibility of 
answering that question. I know of no such instance. I can recall 
no such instance. 

Mr. Osrertrac. Admiral, you would have knowledge of it? 

Admiral Hotitoway. I would. 

Mr. Osrertac. And you would have records of such cases in your 
Bureau? 

Admiral Hottoway. Yes, sir. 

Mr. Osrerraa. That is all I have, sir. 

Mr. Suepparp. No questions. 

Mr. OsrertacG. You will insert an outline of the general operations, 
Admiral? 

Admiral Hottoway. Yes, at that point in the record specified 
previously. 
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Pay anp ALLOWANCES—ENLISTED PERSONNEL 


Mr. Wicc.ieswortu. At pages 28 to 32 of the justification we find 
the detail with respect to requests for pay and allowances for enlisted 
personnel. The overall figure for basic pay shows a reduction from 
$1,098,285,344 to $1,036,642,586. I notice that despite the decrease 
in overall personnel you have a substantial increase from 58,809 to 
64,114 in grade E—6, and from 62,800 to 77,316 ia grade E-5. 

Why the increase in number in these two grades where the others 
are dropping? 

Admiral Hottoway. We are moving people who both need and 
deserve those promotions into a vacuum which has been present over 
the past few years. We have been very weak over fiscal 1953 and 
fiscal 1954 in the petty officer strength, in second and first class, which 
are the two pay grades mentioned here. 

We were precluded from having more than a 50-percent petty officer 
strength by higher planning decisions, and, in order to keep our career 
personnel moving forward into the higher responsibilities of first-class 
and second-class petty officers, we chose to take a cutback from one- 
hundred-and-fifty-five-thousand-some-odd third class to 117,000 of 
that grade, and take our advancements where they were sorely 
needed, from second class to first and from third class to second. 


BASIC ALLOWANCE FOR SUBSISTENCE AND QUARTERS 


Mr. Wiaa.eswortk. Page 30, of the justifications refers to, “‘ Basic 
allowance for subsistence, (a) cash allowance when rations in kind 
are not available and (6) cash allowance when permission to mess 
separately is granted.”’ There is apparently no change in the rates. 
There is a slight decrease in the numbers of enlisted men eligible to 
receive the allowance. 

Admiral Hottoway. Yes, sir. 

Mr. Wiaaieswortn. “Basic allowance for quarters, (a) with 
dependents, (6) without dependents,’ raises the same question we 
spoke of under officers. I assume the deduction figure is included in 
the study referred to at that time? 

Admiral Hotioway. Yes, sir. 


SPECIAL PAY-——-SEA AND FOREIGN DUTY 


Mr. WiaGLesworrtna. I see on page 31 you have an increase in the 
average rate for special pay, sea and foreign duty, from $146.30 to 
$151.67. What is the basis of that increase? 

Admiral Hottoway. Mr. Chairman, it would be the shift, increase 
reflected back here when I mentioned we were getting the second class 
to first and third class to second. The structure is changiag so that 
we are getting more of the higher rating petty officers and the cost 
will go up along with that. 


CASH PAYMENT FOR UNUSED LEAVE 


Mr. WigeLeswortn. Under the heading “Cash payment for unused 
leave,” you expend about $46,966,000 as compared with about 
$31,900,000, an increase of about 50 percent. What is the explana- 
tion for that? 
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Admiral Hotioway. That is tied into the increased number of 
losses during fiscal 1955 as compared to 1954. 

Mr. WiaGLeswortu. Where is the figure of those losses? I thought 
they were not very different in number. 

ommander CueNnry. Losses in 1954 are 176,620. In 1955 they 
are 215,906. 

Mr. WiaGteswortn. Off the record. 

(Discussion held off the record.) 

Commander Cuenny. The number for leave is slightly lower. The 
rate is higher for 1955 than it is for 1954. 

Mr. WiaeLeswortH. Why is that? 

Commander Cuenry. Rate of pay depends on the status of the 
personnel being separated, and also the length of time they have been 
accumulating leave. 

For 1954 we used the experience rate for last year and for 1955 we 
used an experience rate for losses in fiscal 1951 which were the most 
comparable with respect to the grades of the people being separated 
in the ratio of the Reserves to Regulars. 

Mr. WieeLeswortu. How good is that estimate? 

Commander Cueney. It has been very good in the past and it is 
very good now. 

Mr. Wiaaiesworrn. Can you really foresee with some accuracy 
how many persons and how much money you will need in 1955? 

Commander Cuenry. Yes, sir, based on past experience. 

Captain Stickney. We feel it is very accurate. 


SEPARATION AND SEVERANCE PAY FOR PHYSICAL DISABILITY 


Mr. Wiaa_eswortu. Separation and severance pay increases from 
about $2,800,000 roughly to $3,100,000. Why the increase in sever- 
ance for physical disability in 1955 as compared to 1954? 

Commander Cuenry. You will notice the rate of payment is the 
same for both years but a greater number will be involved in fiscal 
1955. 

Mr. WieeLteswortn. Why is that? With the shooting over I 
should suppose it would be less rather than more. 

Commander Curenry. You have two things to consider out of the 
pees on active duty—how many will be separated, and the back- 
og of personnel since they are not separated immediately when they 
become disabled. Also you have an accumulation now on the dis- 
ability retired list, temporary disability retired list, persons who, 
when they come up for reevaluation, quite a number of them are 
separated, about 14 percent. This is the effect of that. 

Mr. Wiaeteswortn. Are there any questions on pay and allow- 
ances for enlisted personnel? 

Mr. Ostertag? 


CASH PAYMENT FOR UNUSED LEAVE 


Mr. Osrertrac. Referring to the item of cash payment for un- 
used leave appearing on page 31, I note you estimate that there will 
be 208,741 persons as compared with 164,085, with a comparative 
rate of 195 for the current fiscal year to that of 225 for the next year. 
What is the reason for that? 
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Commander Curenry. Because in fiscal year 1955 the personnel 
being separated include a higher ratio of regulars who served 4 or 
more years enlistment, and accumulate their leave over that period 
of time, whereas in fiscal 1954 you have a higher ratio of reserves. 
The reserves on the average serve 2 or less years and they have been 
accumulating their leave for a lesser priod of time. 

The rates we have used are experience rates from previous years 
where the situation is comparable. 

Mr. Osrerraa. In other words, it is an average rate rather than a 
specific rate? 

Admiral HoLttoway. Yes, sir. 


SEPARATION AND SEVERANCE PAY FOR DISABILITY 


Mr. OstertaGc. A moment ago, in response to Mr. Wigglesworth, 
you pointed out the reason for the separation and severance pay for 
physical disability. Why is that separated from any other severance? 
Is there a different rate or different classification which calls for such 
separation? 

Admiral Houtuoway. I think there is a different statute. There are 
different laws. In all of these things we act very meticulously in 
accordance with congressional statutes. There are different rates in 
different laws. 

Commander Cueney. Also this relates to enlisted personnel. The 
previous one related to officers. We have them grouped in that way. 


REENLISTMENT BONUS 


Mr. OsrertaG. Under reenlistment bonus, Admiral, what is the 
figure that you estimated as the number of reenlistments? 

Admiral HoLttoway. 64,000, sir. 

Mr. Ostrertaac. This calls for 63,057. 

Admiral Yes, sir. 

Mr. Osrertac. How do you arrive at a figure of that kind? 

Admiral Hotitoway. I couldn't answer that, sir. I spoke in round 
numbers here. 

Captain Coorrr. The people work on a percentage basis. They 
put down just what the extension comes to. In other words, they 
will say the percentage of reenlistments will be 41.7 and then they 
will extend it and put in the exact figure although we know we cannot 
guess that close. 

Captain Stickney. In working out details of the budget we have 
to account for every detail all the way along, as you can well under- 
stand. When you speak of it as 64,000 you refer to a rounded number. 

Mr. Ostrertaa. Reenlistment bonus is straight $320? Is that 
correct? 

Commander Cuenry. That depends on the number of years. It 
represents here 80 percent for reenlistment for 6 years and 20 percent 
for 4 years. A man gets $360 if he reenlists for 6 years. 

Mr. Osterraa. This is computed on the basis of $320. 

Commander Cueney. That is the average which was paid for all 
reenlistments for the last fiscal year, fiscal year 1953. 

Mr. Ostertac. Thank you. 

Mr. Suepparp. I have nothing. 
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MIDSHIPMEN AND AVIATION CADETS 


Mr. WicGieswortn. Pay and allowance for midshipmen and 
aviation cadets, are detailed on pages 32 and 33 of the justifications. 

I note, Admiral, under ‘‘Midshipmen,’’ item 2, cash subsistence 
allowance, you have a rate of $492.75, which is about $1.35 a day, 
1 believe. 

Admiral Hotitoway. I believe that is prescribed by Congress for 
West Point and at Annapolis. 

Mr. WieG._eswortu. Under item 2, for aviation cadets, you have 
a rate, under basic allowance for subsistence, of $574.56, or $1.57 a 
day. 

Admiral Hottoway. Yes, sir. 

Mr. WiaGiesworrs. You will recall among other things in last 
summer’s report of this committee the statement was made that: 

The analysis uncovered a number of glaring inconsistencies in treatment of 
identical or similar items as between two or more of the four services. Some of 
them are set out in the printed hearings. There is no inherent virtue in uniform- 
ity but the committee is convinced that this area of cost holds promise of sub- 
stantial savings. Necessary corrective action will require some study and 
attention to details which are mostly matters of administration and not legisla- 
tion. As examples, aviation cadets and midshipmen—both in the status of 
officer candidates—are allowed different ration rates. 

What is the explanation of the difference in these two allowances? 

Admiral Hottoway. I will ask Mr. Cheney, if I may, to take that 
up, Mr. Chairman. But in general, the Naval Academy and West 
Point have a very compact, tightly administered plan. The Naval 
Academy has its dairy, and the estimates can be made very close. 
Routine is adhered to very closely. 

I think you have a different situation in the other program. 

Commander Cuenry. The cash allowance for aviation cadets is 
prescribed by law, and it is that of an officer. If they get a cash 
allowance that is what they must be given. The only way we can 
get around that is to give them subsistence in kind. Where we give 
them subsistence in kind we give them the same thing we give our 
enlisted personnel. 

It is not practical, however, to give them subsistence in kind in all 
places because of outlying stations where they get some of their pilot 
training. We do, however, provide it wherever practical. 

Mr. Osrertac. Circumstances alter cases? Is that it? 

Commander Cueney. Yes. 

Mr. WiaGiteswortH. These cases are not specifically provided for 
by law, are they? 

Commander CuEeney. For the aviation cadets they are. 

Mr. WiaGieswortH. In what terms? Does it prescribe $1.57 
per day? 

Commander Cueney. Prescribes a rate of $42 a month for officers 
and aviation cadets, and the Pay Raise Act, Public Law 346, increased 
that 14 percent. That is what this represents. 

Midshipmen we are able to feed for less than the cash allowance we 
must pay aviation cadets. 

Mr. WicGciteswortsH. They are not covered by the law? 

Commander Cueney. We can fix that rate, and we fix it as a lower 
rate. 
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Captain Stickney. Law requires a determination to be made by 
the Secretary of the Navy and then it applies to both West Point and 
Annapolis. 

Mr. WiccLeswortu. Are there any questions on pay and allow- 
ance for midshipmen or aviation cadets? 

Mr. Ostertaa. No questions. 

Mr. SHerparp. No questions. 


SUMMARY OF PAY AND ALLOWANCES 


Mr. WiacG.Leswortn. One other overall question, Admiral, before 
we leave this. 

We had in the record last year, at page 265, a table entitled “Sum- 
mary, Activity 1 Pay Allowances.’’ You gave comparable figures for 
fiscal 1953 and fiscal 1954. 

The total for 1953 in that table appears as $2,082,127,000, and the 
total activity for 1954 is $2,066,366,000, whereas the ot le in our justi- 
fications at page 5 of tab 1 seems to give those figures as 2,258,247 ,420, 
and 2,156,957,000 respectively. 

I wonder if there is some reconciliation of those figures. If not, 
which figures are correct? 

Commander Cueney. The budget structure this year is somewhat 
different from last year when that table was prepared. 

For the most part the change effected here is the pay and allowance 
activity and the separation costs were combined to give you a greater 
overall cost for this pay and allowance activity than we had in that 
activity the year before. I can give you the comparable items if you 
wish. 

Mr. Wiecieswortn. I wish you would amplify that statement and 
also insert in the record a table comparable to that which appears at 
page 265 of last year’s hearings, which will show a breakdown for 1954 
as compared with 1955. 

Commander Cueney. Yes, sir. 

(The information requested follows:) 


Summary of Activity 1—Pay and allowances 


1954 estimates 1955 estimates 
Number | 4¥erage Amount Number | 4verase | 4 t 
1 rate é 10un um rate | Amoun 
A. Officers: | 

1. Basie pay 80,744 |$4, 472.09 | $361, 094, 235 75, 253 | $4, 511.81 $339, 527, 100 
Incentive pay, hazard- 

ous duty - __- 20,665 | 1,545.06 | 31, 928, 760 19,981 | 1,572.92 | 31, 428, 600 
3. Basie allowance for 

subsistence _ _ 80, 744 574. 56 | 46, 392, 273 75, 253 574. 56 43, 237, 364 
4. Basie allowance for 

quarters 57,758 | 1, 283.41 74, 121, 018 53, 362 | 1,294.10 | 69, 055, 851 
5. Station allowances 2, 600 852. 84 2, 217, 375 2, 600 852. 84 2, 217, 375 
6. Personal money allow- 

ance, flag officers. 34 eee 47, 700 33 46, 000 
7. Special pay, salvage 

diving. 1, 000 1, 000 
8. Special pay, physi- 

cians and dentists____! 5,914 1, 200. 00 7, 096, 800 4,658 1, 200.00 5, 589, 600 
9. Special allows ance (34 | 

; . 865a) 12, 600 12, 600 

11. Cash payment for un- 

used leave on — 

ration !___ 14, 837 675. 00 10, 014, 975 13, 499 675. 00 9, 111, 825 


See footnotes at end of table, p. 14°. 
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Summary of Activity 1—Pay and allowances—Continued 
1954 estima tes 1955 estimates 
Average Average 
Number rate Amount | Number rate Amount 
A. Officers—Continued 
12. Severance pay for 
physical disability '- 92 |$4, 822. 00 $443, 624 124 $4, 822.00 $597, 928 
13. Mustering-out pay !--. 12, 055 290. 00 3, 495, 900 11, 880 290. 00 3, 445, 200 
14. Separation travel !__- 14, 837 94. 00 1, 394, 678 13, 512 94. 00 1, 270, 128 ' 
15. Severance pay on fail- : 
ure of promotion !__- 10 | 8, 109. 58 81, 096 750 | 6, 600. 00 4, 950, 000 : 
16. Clothing allowance for j 
Reserve and tempo- 
Total, officers.....- 80, 744 | 6, 709. 51 541, 752, 734 75, 253 | 6,806.22 | 512, 188, 671 H 
B. Enlisted personnel: 
Baste 684, 342 | 1, 604. 88 |1, 098, 285,344 | 630,481 | 1,644.21 | 1,036, 642, 586 
2. Incentive pay, hazard- 
ous duty - .....-.---- 32, 400 685. 94 22, 224, 300 33, 814 686. 80 23, 223, 390 
3. Basic allowance for 
subsistence. _--. ---- 147, 818 451.18 66, 692, 687 136, 184 451. 18 61, 443, 772 
4. Basic allowance for 
quarters . .---| 265, 651 919. 7: 244, 332, 570 | 256, 279 925. 71 237, 239, 380 
5. Station allowances. ..- 12, 700 324. 29 4, 118, 470 12, 700 324. 29 4, 118, 470 { 
6. Special pay, diving } 
duty - - 2,014 332. 47 669, 600 2,014 332. 47 669, 600 
7. Special pay, sea and 
foreign duty _- _..| 410,000 146, 30 59, 984,400 | 387,000 151. 67 58, 696, 800 
9. Cash payment for un- 
used leave On sepa- 
ration !___- . 164, 085 195. 00 31, 996,575 | 208,741 225. 00 46, 966, 725 
10. Severance pay for 
physical disability ' - 1,911 | 1,460.00 2, 790, 060 2,140 | 1, 460.00 3, 124, 400 
11. Mustering-out pay '...; 160, 585 286. 30 45, 975, 500 206, 414 291. 77 60, 224, 800 
12. Separation travel ! 171, 146 90.00} 15,403,140 | 214,110 90. 00 19, 269, 900 
13. Reenlistment bonus !_. 39,819 | 320.00 12, 742, 080 63, 057 320. 00 20, 178, 240 
Total, enlisted per- | | | 
sonnel...........-.| 684,342 | 2, 345.70 |1, 605, 263,326 | 630,481 | 2,493.01 | 1, 571, 798, 063 
C. Midshipmen: | 
BB 2 ce 3, 504 973. 44 3, 410, 934 3, 521 973. 44 3, 427, 482 
2. Cash subsistence allow- 
ance... ssnapals 3, 095 492.75 1, 525, 061 3, 098 492.75 1, 526, 540 
3. Separation travel !_.._.- 314 60. 00 18, 840 318 | 60. 00 19, O80 
Total, midshipmen _-- 3, 504 | 1,414.05 4, 954, 835 3,521 | 1,412.41 | 4, 973, 102 
D. Aviation cadets: 
} eS 3,189 | 1,310. 40 4, 178, 866 3,196 | 1,310. 40 4, 188, 038 
2. Basic allowance for sub- 
sistence we ‘ 957 574. 56 549, 854 959 574. 56 551, 003 
3. Basie allowance for | 
quaerters............- 41 925. 20 37, 933 42 925. 20 38, 858 
4. Cash payment for un- 
used leave on separa- | 
tion !__. . 692 105. 00 72, 660 704 105. 00 | 73, 920 
5. Severance pay for phys- 
ical disability ! babs 3 291. 20 874 3 291. 20 874 
6. Mustering-out pay '---- 692 200. 00 138. 400 704 200. 00 140, 800 
7. Separation travel !.__.-- 106 65. 00 6, 890 106 65.00 | 6, 890 
Total, aviation cadets 3,189 | 1,563.34 | 4,985,477 | 3,196 | 1,564.58 | 000, 383 
Total activity 1, pay and allow- 
2, 156, 957,000 |......---- | 2, 093, 960, 000 


1 Last year these items were included elsewhere in the budget estimates for this appropriation and they 
were not included in the summary of pay and allowances inserted in the record. The above estimate for 
fiseal year 1954, excluding these items, is $2,028,976,408, or $37,389,592 less than the estimate of $2,066,366,000 
reflected in the record last year. 
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Mr. OsrerraG. Inquiring into the general overall picture of en- 
listed personnel, the budget of last year, as I understand it, and ac- 
cording to our report, provided for 686,244. The number here in your 
justification shows 684,342, a difference of 1,902. Does that mean 
that there was a saving of that much? 

Admiral Hotioway. I had reduction imposed by higher authority 
about in the middle of this current fiscal year. I brought my end 
strength of July 1, 1954, considerably below that which we based our 
last year’s budget on, which we worked on here. 

Mr. Ostertac. This 684,000 figure for the current fiseal year is an 
average figure; is it not? 

Admiral Hottoway. This is average; yes. 

Mr. Osrertac. Then the average estimate, as it applies to last 
year’s budget was 686,000? 

Admiral Hottoway. Yes, sir. 

Mr. OsrertaG. Consequently, you actually operated during the 
current fiscal year about 1,900 less than was provided for and esti- 
mated as the average? 

Admiral Hottoway. That is correct. 


INDIVIDUAL CLOTHING 


Mr. WicGLeswortn. Budget activity No. 2 “Individual clothing,’’ 
is covered in the justifications at pages 12 and 13, and in more detail 
on pages 34 and 35. 

CLOTHING BAG VARIATIONS 


The committee report last year also contained the following lan- 
guage: 

Another item is the variation in the makeup of the so-called clothing bag. The 
Navy and Air Force clothing replacement allowance for enlisted personnel is 
higher than those of the Marines and the Army. 

As I remember it, our committee investigator stated that the cloth- 
ing bag figure was based on a catalog price, which in turn was based on 
cost-plus-a-percentage factor for transportation and loss, and they 
expressed the opinion that there could be a considerable saving 
realized by a lower and more realistic percentage allowance for 
transportation and loss, and on the basis of current costs compared 
to the catalog cost. Has it been possible to effect a savings in the 
clothing-bag cost? 

Commander Cuenety. Only very minor, Mr. Chairman. The 
current stock fund price, which is our catalog price for the items, do 
reflect any adjustments they were able to make as of the beginning of 
the current fiscal year. 

We do not have any adjustments which may be made this coming 
July 1. We will increase some of the prices, no doubt, and lower 
some. 

We have budgeted at the current cost rate. 

Mr. Wiccieswortnh. I have some figures here which indicate that 
in 1955 the first enlistment clothing bag for the Navy is $163.75 
compared with that for the Marine Corps of $152.25, and cash main- 
tenance allowance grade E-7, basic for the Navy, is $72 as compared 
with $50.40 in both the Army and the Air Force. ; 
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Cash maintenance allowance standard for other than chief petty 
officers, Navy is $72, compared with $64.80 for the Marine Corps and 
for the Air Force. 

Why should there be variations of this character? 

Commander CHEeNnrEy. | am not familiar with what the rates are 
for the Army and the Air Force and the Marine Corps, but the rates 
are prescribed, I am sure, on the same ground rules recommended by 
the uniform boards of each service to the Secretary of Defense, both 
the initial outfit and these maintenance allowances which in effect 
provide for replacement of items as they wear out. The replacement 
issue, or the maintenance allowance, was based on the basic items 
involved and the life expectancy of them. Basic allowance for Navy 
is $50.40, and the standard is $72. 

Mr. WiaGieswortH. You have not apparently been able to effect 
any reduction in any one of the applicable rates in this connection. 

Commander Cuenry. No, sir. The basic items to which they 
relate in their initial issue have changed less than 1 percent. This 
is a very small part of that. 

Captain Sricknny. These clothing allowances and what they have 
in the initial bag recognizes, as I know you realize, different uniforms 
for the various services. These boards which make their recom- 
mendations to the Secretary of Defense, we have to assume, have 
gone into comparative details as to requirements of the various uni- 
forms of the three services. The actual cost depends to some extent 
on the stock which we have and new purchases. 

Sometimes the price is up. They still have to sell clothing on 
hand and sometimes it is down. 

Mr. Wiae.eswortn. Is there any reason why the Navy should 
not provide this as economically as the other services do? 

Admiral Hotioway. If I may take that question, Mr. Chairman: 
Each service, of course, has individual problems. One is land, one is 
water, and the other is air. I think that sea water is probably the 
most destructive medium and probably requires heavier and more 
rugged clothing. I think that is the basic philosophy. 

We are aware that where there is inconsistency in cost that is un- 
fortunate. Uniform boards are continually cross servicing one an- 
other. We are vow buying certain Army shoe equipment which 
meets our standards, but certaia of the Army equipment will not meet 
the Navy standards, and probably vice versa. But we have certain 
individual needs, and I wish to assure you that although keeping 
those in mind we are trying to level off and be as consistent with the 
the other services as possible. 

We are operating in different mediums and the medium of sea 
water is a destructive one. 

Mr. WicGieswortnu. | notice there is a $2 million increase in 
clothing on first ealistment, or first reporting, and $600,000 with re- 
spect to blankets and pillows. Why i increases? 


Admiral HoLttoway. Basically, Mr. Chairman, they are incident 
to the turnover of personnel in fiscal 1955, unrelated to the overall 
reduction. Of course with the overall reduction in forces there are 
other phenomeva ard factors which come to bear. One is replacement 
of the heavy losses. Even though they are not replaced 100 percent, 
there is still a big replacement and these initial issues are related to 
the heavy replacemeats required in fiscal 1955, sir. 
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Mr. WicGiteswortn. Are there any questions on this item of 
clothing? 
BLANKETS AND PILLOWS 


Mr. Osrertac. Iam a little confused on the item known as blankets 
and pillows, which shows initial issue of 100,945 at $16.05, totaling 
$1,620,000, and then replacement issue of 123,834 at the same rate 
totaling $1,900,000 plus, the gross amount being $3,607,000. 

That covers 224,779 persons. 

We are going to have approximately, according to previous esti- 
mates, about 100,000 new personnel. 

Mr. OsrertaGc. What was the estimated number of reenlistments 
you gave to us? 

Captain Stickney. We estimate about 64,000. 

Mr. Osrertac. 64,000. How does that balance off with the picture 
here? 

Admiral HoLttoway. I am going to ask Mr. Cheney to answer that. 

Commander Cuenety. The actual enlistment estimate is 104,945. 
Out of those, some of them are officer candidates and Waves who do 
not get this initial issue of blankets. They are provided out of organi- 
zational equipment. We have a smaller number of 100,945 given the 
initial issue, which is the same number who get the initial equipment 
and other clothing, as you will notice under the item next to the top 
of the page. Those are “other males’? shown under initial issues on 
first reporting. 

Now the replacement is for one-third of the personnel who received 
initial issue 3 or more years ago, getting replacement during this 
vear’s period, so that the number of replacements reflects life expec- 
tancy of the blankets and pillows of from 5 to 6 years. The rate of 
$16.05 covers two blankets and a pillow. We entered into a transi- 
tion period in 1953 which will end in 1956, whereby, instead of giving 
blankets to personnel when they come into the service which would 
belong to them and letting them take them home when they leave, 
we are providing blankets as organizational equipment. We do not 
want them to take the blankets home, so instead, we are providing 
them as Government property which they can use in the service. 
But for those who had blankets we are replacing them when they wear 
out during this transition period. Then we will have blankets which 
belong not to the men, but to the station, and from there on, they 
will remain at the station. We believe it will be a more economical 
operation. 

Mr. Osrertac. In other words, the initial issue of 100,944 is the 
number of men who will enter the service. 

Commander Cueney. Yes. 

Mr. Ostertaac. They will receive new equipment? 

Commander Cueney. That is correct. 

Mr. Ostertac. New material, and 123,834 is the estimate of the 
deterioration to the point where it must be replaced? 

Commander Cueney. Previously purchased and now replaced. 

Mr. Ostrertrac. But what happens to the blanket and the pillow 
of the men who leave the service? 

Commander Cueney. They are recovered and reissued. 

Mr. Osrertac. That is not figures in here, is it? 
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Commander Cueney. So far as the personnel leaving the service 
is concerned, no great number of personnel have left the service since 
we went into this transition operation. 

Mr. OsrertaG. I am talking about this next year. 

Captain Stickney. The people who are leaving now were given 
blankets, regular blankets, under the previous scheme, and they own 
the blankets and they will take them. This provides for the replace- 
ment of blankets of people who remain in active duty, who had them 
for a 6-year period and then when those are replaced they become, so 
to speak, organization clothing, the same as the original issue, and 
ultimately, when the program is completed, the blankets will all 
belong to the Government rather than to the individual. 

And then the people who are issued an organization blanket, such 
as people who are coming in this year, or those that came in last year, 
when they leave the service, the blanket would be recovered and reno- 
vated and at that time be reissued. We are building this up gradually 
and we want eventually to have all blankets for male enlisted person- 
nel to be organizational blankets which will belong to the service 
and in the long run this will be more economical. 

Mr. OsrertaGc. Am I to understand that there is a policy whereby 
the serviceman, in separating from the service, will not be permitted 
from here on to keep his blanket? 

Captain Stickney. That is correct. We will ultimately arrive at 
that situation. Those who are coming in now are issued blankets 
which will still remain the property of the Government. The people 
who came in before fiscal year 1953 own their own blankets and, when 
they leave, they take their own blankets with them. We are replacing 
the blankets of the people in active duty who, while in active duty, 
have had them over 6 years, because we don’t want them to renew 
their own blankets that have become deteriorated and retain them 
when separated from the service. 

Mr. Osrertac. Heretofore, the discharged servicemen did take 
their pillows home? 

Commander Cuenery. Blankets and pillows issued to those who 
came in the service before 1953 belonged to them. We are now in the 
process of shifting to organizational equipment under which blankets 
and pillows will be maintained in the service, and we are only replacing 
those unfit for use, normally when they have had them for more than 
6 vears. 

Mr. OsrertaG. Then, as the result of your new program, this figure 
will be considerably less. Is that correct? 

Commander Cuenry. Yes. 

Mr. Osrertaa. On the basis of your present plan of operation? 
Commander Cueney. Yes. We anticipate that after 1956 we will 
have no more of this except for normal replacement. 


. 


UNIFORM CLOTHING BAG 


Mr. Ostertaa. I understand that the services have agreed on a 
uniform clothing bag. Is that correct? 

Admiral Hotioway. I did not know that. I am not aware of it. 

Captain Stickney. I am not sure. There may have been some 
agreement relative to the bag. 

Mr. OstrertaG. Well, certainly you would know of it, wouldn’t 
you? 
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Admiral Hottoway. Yes, I would think so. I do not think it is 
quite accurate; as I said before, there is some cross servicing, we are 
buying certain shoes, I believe. 

Mr. Osrertaa. I am not talking about that, Admiral. I am not 
talking about the contents of the bag; I am talking about the bag 
itself. 

Admiral Hotuoway. I do not know about that. 

Captain Stickney. I have not heard about it. 

Admiral Hottoway. It may be coming up the line. 


CIVILIAN CLOTHING OVERSEAS 


Mr. OsrrertaG. Another item under activity No. 2, which I think 
calls for explanation, and that is the civilian clothing overseas, 320 
people. Who does that cover? 

Captain Sticknry. That covers enlisted personnel who are in a 
special-type duty. When it is determined by the Chief of Naval 
Operations that it is better for them to wear civilian clothes they are 
given an allowance. This is a very limited number. 

Mr. OsrertaGc. Do you mean civilian clothes for officers? 

Captain Stickney. No; this is enlisted personnel. 

Admiral Hotitoway. This is all enlisted personnel. 

Captain Stickney. There are some types of duty where it is 
considered more appropriate for the individual to wear civilian 
clothes. For example, this would be true in connection with embassy 
personnel. 

Commander Curney. For the most part, it would be in the areas 
where we have missions, where for some reason or another the country 
objects to our personnel employed there being in uniform, then we 
do not want them running around in uniform, and the Navy, instead 
of providing the uniform, gives them a cash allowance for civilian 
clothes. 

Captain Stickney. You will note in looking at the request, Mr. 
Ostertag, for this item, which is determined by the Chief of Naval 
Operations, that it is a very small number and it is very carefully 
and rigidly controlled. 

(Off-the-record discussion.) 


SUBSISTENCE IN KIND 


Mr. WiaG.LeswortH. Budget activity No. 3, “Subsistence in kind,” 
page 36 of the justifications—I note that as far as subsistence under 
general messing ashore in the United States, ashore overseas and 
afloat, there is a reduction in rates. Generally speaking, in respect 
to ashore in the United States, that seems to be $1.08 per day for 
both the Navy and Marines, which compares with $1.05 for the Army 
and Air Force. Why should the subsistence allowance for the Navy 
be higher than for the Army and the Air Force? 

Captain Sticknrey. The 3 cents difference is the difference in the 
price of the cost between butter and oleomargarine. The Navy 
cannot buy oleomargarine. We have to buy butter, under the pro- 
visions of the law. 

Mr. OsrertaG. Under hospital mess, both active and inactive per- 
sonnel; the rate apparently is $1.10 for the Navy, the same as in the 
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current fiscal year. This compares with a rate of $1.08 for the 
Marine Corps and a rate of $1.05 for the Army and the Air Force. 

Captain Stickney. This $1.10 is a computed rate, Mr. Chairman, 
ashore overseas and ashore United States. 

Commander Cueney. Some of these hospitals are overseas—the 
$1.10 represents the average cost to the hospitals for messing in the 
United States and overseas for 1955; the same rate as other general 
messing. 

Mr. Wiacieswortu. Well, does not apply to the Army, the 
Air Force, or the Marines? 

Commander Curenry. Well, again, butter would apply. 

Admiral Houtoway. The Navy services the Marine Corps, pro- 
vides its medical service. The Marine Corps has no separate hospital. 


PROHIBITION AGAINST USE OF BUTTER SUBSTITUTE 


Mr. Suerparp. I noted your statement that oleomargarine could 
not be procured by the Navy even though we understand it is procured 
by other military branches of the service. What is the particular 
reason why the Navy cannot use oleomargarine, when other branches 
of the service can use oleomargarine? 

Captain Hottoway. Captain Twigg, will you take that question? 

Captain Twiea. The big reason is_ the Navy ration law which 
requires that butter be provided and an administrative decision made 
by the Secretary of the Navy, in which it is held that it prohibits the 
use of a substitute for butter. 

Captain Stickney. I think there is a bill now introduced—I do not 
know the number of it—which would permit the Navy to buy oleo- 
margarine. I think that is pending in the House or in the Senate; I 
am not sure. 

Mr. OsrertaG. Will you yield, Mr. Sheppard? 

Mr. Suepparp. Yes; but I would like to conclude this question. 
Primarily, as I understand, we have a regulation, or perhaps a law— 
and I am not addressing myself to the reasons or the premise on which 
you evaluate the use of one as against the other, and I do not want the 
record to show that I am recommending the one over the other, but 
I am a firm believer in equality of subsistence in the services, as far 
as subsistence is concerned, and if oleomargarine is usable in one 
branch of the service, then it ought to be adapted for the other. If 
it is bad for one, it is bad for the other and if it is good for the one, it 
is good for the other. 

Mr. OsrertaG. On this same subject, when was this provided for 
by law? 

Captain Twice. For the Navy in 1933. 

Mr. OstrertaG. Has the Navy ever negotiated for the use of surplus 
butter? 

Captain Twice. No. We are prevented from using surplus butter 
which the Army bought which was to replace oleomargarine. We 
could not buy oleomargarine; therefore, we were not allowed to buy 
surplus butter. 

Mr. Sheppard. I do not want to misinterpret your answer, but 
that had to do with surplus in which the Army was prohibited from 
going into the surplus market, as I recall. However, would that also 
apply to the surplus supply that had been acquired under the Depart- 
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ment of Agriculture, which has been aided by subsidies for certain 
food commodities? 

Captain Twiaa. Yes. 

Mr. SHepparp. In other words, the act specifically refers to both 
aspects of surplus. You are sure about that, are you? 

Captain Twiaa. I would like to check on that. 

Mr. Suepparp. I would suggest that you do that, Captain. 

Captain Twiaa. Yes. 

Mr. OsrertaaG. In other words, you have not negotiated with the 
Agriculture Department or the Commodity Credit Corporation, with 
a view toward utilization of the surpluses, because you felt that it 
was not within your right, under the law, to use the butter? 

Captain Twiac. We did ask for that. 

Mr. OsrertaG. You did ask Commodity Credit Corporation? 

Captain Twiac. We wanted to use it, to have the same right as 
the other services, to buy it, but we were denied that right. 

Mr. OstrerraG. You were denied the right to buy it at the same 
rate? 

Captain Twiaa. Yes. 

Mr. SHepparp. Off the record. 

(Off the record discussion.) 


HOSPITAL RATION RATES 


Mr. WieG.eswortn. I am still not clear why the Navy carries in 
its justification $1.10 ration in hospitals whereas the Marine Corps 
carries $1.08. 

Commander Totieson. Well this is our cost, what we actually pay. 
So far as the other services are concerned—it appears they have 
$1.05 rate in there—evidently they do not have overseas hospitals, 
because the overseas rate is higher than ours in the 1955 budget. 
We have $1.08 rate in the United States and $1.15 rate overseas. 
They have the same rate and still pay a higher rate overseas. They 
must not have computed the composite hospital rate. 

Mr. WiaG.LeswortnH. I understood the Admiral to say that the 
Marine Corps has no hospitals, that the Navy services the Marine 
Corps, and I am wondering why the Marine carries $1.08 and you 
earry $1.10. 

Commander Totueson. There is another factor: The Secretary of 
Defense establishes the commuted ration rate which hospitals hereto- 
fore have been permitted to use in subsisting the enlisted personnel, 
which would be hospitalized, and that rate has been set at $1.10 and 
still is effective to date, and that is what we have been reimbursing 
the hospitals, $1.10. 

Mr. WiceLeswortH. Why should the Marine Corps be 2 cents less? 

Commander CHENey. To get at the question, I think perhaps they 
show this $1.08 because of the small number of personnel they expect 
overseas in hospitals. $1.08 is the rate for Navy ashore in the 
United States. Also they may have used the lower rate because even 
though the Navy provides the hospitalization and medical services 
for the Marine Corps, some of their personnel serve with the Army 
and are hospitalized in Army hospitals, and the Army does have a 
slightly lower cost. It is the butter differential. 

Mr. Ostertaa. Do you mean that butter makes up the difference? 
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Commander Cuenry. It makes 3 cents difference. 

Captain Twiae. It runs into—— 

Mr. Wiace.eswortn. It runs into a lot of money when you apply 
that to the entire personnel over a period of 365 days a year. 

Commander Cuenry. It would make a difference of $5 or $6 mil- 
lion if applicable to all items in this activity. 

Mr. Wiac.ieswortH. Could you break down this $1.08 rate into 
raw food cost, transportation loss, and so forth, to show how you 
arrive at it? 

Captain Stickney. I think we can. 

Mr. Wiacaieswortu. I do not want to take the time now. Just 
insert that information in the record? 

Captain Stickney. Yes. 

(The information requested follows:) 


Ashore 
United Ashore Afloat 
States overseas 
Transportation and loss..___- .04 . 06 .07 


DISCREPANCIES IN METHODS OF COMPUTING RATIONS 


Mr. Wiacieswortnh. There is one other thing I want to inquire 
about. You will recall that the committee report last summer re- 
ferred to variation in methods and bases for computing absenteeism 
in figuring subsistence at Government messes and with respect to the 
1954 request, stated that absenteeism was not excluded from the 
Marine Corps request, and that it was not deducted realistically from 
the Navy budcet. 

As I recall the Army took a 12-percent reduction in this country 
and 4 percent overseas, and the Navy and Marine Corps took a 6 
percent reduction in this country and 2 percent overseas for the first 
6 months of the year, with the understanding that the matter would 
be looked into and revised insofar as the Navy and Marine Corps 
were concerned before January 1, 1954. What can you tell us about 
that now? 

Captain Stickney. We have gone into this whole area of messing 
in preparing detailed budgets for subsistence in kind, Mr. Chairman, 
together with the other services, and come up with some uniformity, 
for all the three services this year, and it will be presented to the 
Congress at least in a uniform manner, and we have been conducting 
a study on absenteeism and have applied in this budget the results of 
our best study. In the United States we have 12.7 ashore, United 
States; outside United States is 7.5, and afloat is 6 percent absenteeism. 

Mr. WiecGieswortu. Do you think that is uniform? 

Captain Stickney. There are variations from the other services, 
I believe, but the method- 


Mr. WiaGieswortn. And those rates are applicable as of what 
date? 
‘ Captain Stickney. I think that it is the latest current figure we 
ave. 
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Mr. WicGLeswortu. Does it apply to the second half of this 
current fiscal year? 

Captain Twiaa. Yes, it would. 

Mr. WiaG.Leswortu. Can you give us a figure for the current fiscal 
year, showing what the feeding per day costs actually are? 

Captain Twiee. For the United States, Mr. Chairman, the present 
feeding cost is $1.09 ashore; outside the United States, $1.22; afloat 
$1.24. 

Mr. WieeLeswortu. Are there any further questions, Mr. Ostertag? 

Mr. Osrertaa. I have no further questions. 

Mr. Suepparp. No questions, Mr. Chairman, on that item. 


Movements, PERMANENT CHANGE OF STATION 


Mr. WieeLeswortnH. Budget activity No. 4, “Movements, per- 
manent change of station,’ detailed on pages 37 and 38 of the justifica- 
tion. There seems to be a general reduction all along the line in this 
item, with an overall total of $72,896,000 compared with $77,971,000 
in the current fiscal year. The rates are identical except in the item 
“Travel via MSTS vessels’”’ where there seems to be some increase in 
3 of 4 items listed with an average increase in rate from $147.41 to 
$150.58. 

MSTS RATES 


I was under the impression that the cost of MSTS transportation 
had come down substantially in the last 2 years, but this would seem 
to indicate that it is going up in 1955 as compared with 1954. What 
can you say about that? 

Commander Cueney. The rates reflected here, Mr. Chairman, are 
based on an estimate made by the Military Sea Transport Service 
based on the number of personnel, and ports of embarkation and 
debarkation as supplied by the Navy. 

MSTS now has a rate system for port to port travel, and those rates 
will vary unless the travel is identical, between the same places. 

Now these rates for both years are based on rates in effect at the 
time the estimates were made. I understand that since the rate esti- 
mate was prepared, the MSTS has made a slight reduction in their 
prices, but this will not have any effect. There may be some minor 
changes, and the savings based on that would also be applicable 
here. 

Mr. Wiae.iesworrn. I wish in revising vour remarks you would 
check that, if possible and indicate what reduction, if any, can be 
made as a result of these rate changes. 

Commander Cuenry. We will do that. 

(The information requested follows:) 

The MSTS rates for fiscal vear 1955 have not been revised since the submission 
of the budget estimates. Changes are contemplated if present experience con- 
tinues. However, the change, if any, cannot be anticipated at this time. 

Mr. WieGieswortu. Are there any questions on budget activity 
No. 4, Mr. Ostertag? 


MSTS OPERATION 


Mr. OstrertaG. Perhaps I should address this question to you, 
Admiral Clexton: In another place in the budget, the cost of operation 
of MSTS is shown. Am I correct in that? 
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Admiral Ciexton. That is correct. Let me qualify that. The 

MSTS is run on a fund, and the money to pay MSTS is in this budget 

- for the services they render of moving people from one place to another. 
Because in other parts of the budget, the Navy moves material from 
one place to another and pays MSTS. MSTS neither earns nor loses 
money. 

Mr. Osrerrtac. Is it supposed to be a self-sustaining operation? 

Admiral CLexton. Yes, sir. 

Mr. Ostrertac. But insofar as the Navy is concerned, this is the 
basis of your estimate as to the number and the cost whereby the 
Navy reimburses the MSTS fund? 

Admiral Ciexton. For the travel indicated in here, yes. 

Commander Cueney. If the rates change, or have changed since 
we made up this estimate, the cost would change slightly. 

Mr. OsrertaaG. In other words, the rate might fluctuate, depending 
upon the overall cost? 

Commander CHeney. Yes. 

Mr. Ostertac. Why is there such a sharp difference in the es- 
timated cost as between the enlisted man at $61.08 as compared with 
the officer at $150.58? 

Commander Cuenry. The difference is this: The enlisted personnel 
moved, for the most part, travel as troop passengers and in com- 
partments, where large numbers of personnel live together in com- 
partments the same as they do aboard ships. 

The officers travel, where possible, in cabin, and they charge a 
higher rate for cabin passengers than they do for troop passengers, 
just as steamship lines charge varying rates. 

Captain Stickney. To complete the picture, Mr. Ostertag. The 
dependents, in the next line, of officers and enlisted men are the same. 

Mr, OsrertAG. I see. But there is quite a difference between 
$61.08 and $150.58, even though the accommodations may be quite 
different. That is why I cannot understand why there is such a large 
area of difference in the cost. Food would be one of the items in- 
cluded, I assume. 

Captain Stickney. The rates are established by MSTS. I think 
perhaps Admiral Clexton could add something to that. 

Admiral CLexron. These rates have been set up after long deliber- 
ations between the services and the Secretary of Defense to be equit- 
able, and we each have the same rates for the same route traveled, 
for instance from New York to Bremerhaven, Germany. 

Mr. Ostrertac. Does the same rate apply to the Army and the 
Air Force? 

Captain Stickney. Yes. 

Admiral CLexron. Over the same route? 

Admiral Hottoway. Yes. 

Admiral Ciextron. Each route has the same rate. 

Captain Stickney. Their rate in their budget may be different from 
ours because of their anticipated plans for travel in the United States 
and the use of MSTS, covering different oceans, different lanes, and 
other different amounts of travel, but on travel between any two 
ports, the charge for any one of the services is the same. 

Admiral CLexton. In that connection, we found out ours is a little 
higher because the Navy seems to use a higher percentage of people 
going to Alaska and places of that sort, as compared to the very large 
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quantity of people in the Army going on the cheaper rate from New 
York to Germany. 

Mr. Osrertraa. Are these projected rates an average, due to the 
fact that different routes of travel vary? The $150 is not a firm 
cost to the Navy for MSTS service. Am I correct in that assumption? 

Commander Cuenry. The rate may be anywhere from a few dollars 
to several hundred dollars, depending upon the route. 

Mr. Ostrertaa. In other words, this is the average cost and it is 
estimated for budget purposes? 

Commander CuHENny. Yes. And for cabin passengers which 
includes officers and their dependents, and enlisted dependents, it is 
$150 plus and for enlisted personnel, $61, the troop passengers. 

Mr. OsrertaG. It is not quite clear to me why there is such a wide 
variation as between the cost of the enlisted man and the officer. 
And I am not referring to the numbers being transported but 
rather about the rates. 

Admiral Hotutoway. If I may interpolate, perhaps [| might help. 
Admiral Clexton might clarify this better than I, but this is the 
accommodation of troops in compartments which is exactly what you 
would see aboard ship, and perhaps you saw aboard ships with the 
Sixth Fleet. A troop passenger would be living in a compartment, 
maybe several troops on double or triple racked bunks, a greater num- 
ber of people using the showers and baths just as you saw in the Sixth 
Fleet. It is just about the same and has the same relationship be- 
tween the average bluejackets aboard a cruiser, traveling troop class, 
and the average what-we-call, say, the third ward, not a JO, fourth, 
but a third ward, would have aboard the Newport News, or the Des 
Moines, which perhaps you saw when you were with the Sixth Fleet. 

The cabin class would run probably two people to a cabin. And 
in some of the cabins, they may run as many as four to the cabin. 
The service would be more individual; it would be a sitdown service, 
not cafeteria, but there is a differential recognized by all the services. 

Commander Curenry. The Navy-manned transports of the Military 
Sea Transport Service carry something like a maximum of 400 cabin 
passengers and 2,000 troops. 

Mr. OstEeRTAG. Suppose on 1 of these transport vessels you have 
an enlisted man returning to the States and with him are members of 
his family; namely his wife and 2 children, is it the practice for the 
wife and the children to be assigned to, let us say, quarters that are 
ordinarily used by officers, and the serviceman assigned to other 
quarters? 

Commander Cuenry. No; he may stay with his family, unless 
there is an overcrowded situation which requires him to be with the 
troops. 

Mr. Ostertac. How do you figure the cost in such a case? 

Commander Cuenry. We are billed for whatever service is pro- 
vided. If a man travels with his family in cabin class, we are billed 
for the cabin rate. 

Mr. Ostertaa. In other words, that would be a case where the 
enlisted man would be using, and you would be paying for, service at 
the officer rate? 

Commander Cuenry. Yes—it is not necessarily the officer rate. 

= OsterTAG. How does it apply unless you have the different 
rate! 
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Captain Sticknry. We are charged the cabin rate. 

Commander Cueney. Yes. The cabin passengers, officer depend- 
ents, and enlisted dependents, travel in the cabin service. 

Mr. Ostertac. And then there are cases where enlisted people are 
privileged to use the best quarters and you pay for it on that basis? 

Commander Cuensy. That is right. 

Admiral HoLttoway. We pay at that rate. 

Mr. Ostertaa. Yes. 

Admiral Hottoway. Let me interpolate 

Mr. OstertaG. The answer to the question is that you do pay for 
the service at that rate‘ 

Admiral Hottoway. Yes. I think there is an area here that should 
be cleared up. Some of the enlisted men going overseas with families 
are senior petty officers—but the large number of our military men 
going overseas are not senior petty officers; and we would authorize 
transportation for what grades, Commander Cheney? 

Commander Cuenry. The first three grades; maybe a small number 
of third class. 

Admiral Hotuoway. Only a small percentage of men going over- 
seas will have their dependents, and the bulk of the enlisted grades 
will be at the lower rates, who will be traveling troop class. 

However, it is a fact that upon some occasions officers and enlisted 
men have to be separated from their families while traveling together 
ov board ship. I have experienced this myself. It is not unusual for 
officers to be required to relinquish their cabin space in order to make 
room in a case where a wife and children are brought aboard. It is 
largely a question of available space. But that is being handled by 
MASTS with a great deal of skill and human understanding. 


TRANSPORTATION OF HOUSEHOLD EFFBCTS AND AUTOMOBILES 


Mr. OsiertaGc. What is the allowance now for the transportation 
of household effects and automobiles? 

Admiral Honttoway. It is set forth in the Joint Travel Regulations 
and that is reduced solely by the appropriation—rather, it is ia the 
general provisions of last year’s Appropriation Act. 

Commander Cueney. 9,000 pounds maximum in any one case, 
with an average of 5,000. 

Captain Stickney. The general provision ia last year’s Appropria- 
tion Act for 1954——— 

Mr. Ostrervtaa. In relation to your overall reduction in personnel, 
Navy, it would seem to me that due to the fact that there is a reduction 
in your estimate as to the cost and the total number of tons, 269,153 
tons, vou apparently contemplate even a higher percentage of trans- 
portation of household effects and automobiles. 

Captain Stickney. In that restriction, the general provision was 
section 629, in the Appropriation Act for 1954, limiting any one 
shipment to 9,000 pounds—that only affected commanders and above, 
and applied to 500 of the previously authorized 9,500 pounds for lieu- 
tenant commanders, so that the number of people effected by this 
restriction, translated into tons of household equipment, is not very 
much. It is a very small amount. 

Commander Cueney. I think I might expand on that a little bit. 
The household effects estimate is based on previous experience, re- 


we 


153 


lated to the number of dependents that are moving. We assume that 
for the most part shipment of household effects is related to the num- 
ber of moving dependents, which is related to the number of personnel 
that will be moved, and the number who will be entitled to transporta- 
tion. 

Mr. OstertaGc. When you say you have estimated that number of 
people, you mean the servicemen that are represented in these figures 
before us? 

Commander CHeney. Yes. 

Mr. OstertaGc. What is that number? 

Commander Cuenesy. I do not have a specific relationship there, 
but I can tell you the figures for fiscal year 1953. There were 106,301 
families moved at an average of a little over 1 ton. There was 113,000 
tons of land shipment compared with 1955 estimates of 84,000 tons, 
at an average cost of $157.99 each, compared with $158 for 1955 and 
a total cost of $17,945,000 against an estimate of $13,363,000 for 1955. 

Mr. Ostrertaa. That is the overall picture for land and sea? 

Commander Cueney. That is land. 

Mr. Ostrertrac. How about sea? 

Commander Curnry. For sea—I do not have the statistics in that 
detail for water shipment. The costs for water shipment in 1953 
were consolidated with other types of material for the most part. 
It was MSTS. 

Mr. Osrertag. Do you have any figures as to the estimated number 


of automobiles that will be transported in fiscal year 1955? 


Commander Cueney. It is included in the overall amount. I can 
tell you for July to December, for fiscal year 1954; water shipments 
have included 5,230 automobiles. 

Mr. Osrrerrac. How many? 

Commander CuENry. 5,230 automobiles. 

Captain Stickney. That was the actual number during the 6-month 


period, 
Mr. Osrertraa. During the 6-month period? 
Captain Yes. 


Mr. Osrertac. But have you any figures covering your estimate 
and costs insofar as this budget figure is concerned? 

Commander CHENEY. Yes, sir; this is a comparative transfer item 
for—which formerly included ‘Transportation of things’’ administered 
by another bureau, and in 1953 we did not maintain it separately; 
it is now maintained as to the specific number of shipments, the 
number of people shipping things and so on, but we were able to get 
the tonnage and we based our estimates for water shipment on the 
tonnage, the ton-miles, and related that to changes in the number of 
dependents moving each year and finally came up with this estimate. 
Now, we have 6 months of experience for 1954 to compare with what 
our estimate was, and it looks pretty good. I do not know how many 
automobiles were included in 1953. 

Mr. Osrertrag. You do not? 

Commander CHeney. No. It may be that could be determined. 

Mr. OsrertaG. Household effects would be one of the items, but 
automobiles would be another. It would not be difficult to separate 
the two; would it? 

Commander Cueney. I believe that we could determine the num- 
ber of automobiles shipped in 1953, but I do not know that we can 
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determine whether they were shipped against a permanent change of 
station or for other reasons. This is only the permanent change of 
station. 

Mr. Wiae.esworrn. Are the automobiles you refer to included 
in the overall limit of 9,000 pounds? 

Captain Sticknny. The automobile is not included in the 9,000 
limitation. 

Mr. OstertaG. What I am trying to get at is primarily in terms of 
overseas transportation rather than continental United States. I am 
wondering whether or not you have any basis for your estimate for 
this next fiscal year, insofar as costs are concerned; whether you have 
any figures to determine the tonnage and the cost, which will indicate 
the estimated number of automobiles that will be transported 
overseas or otherwise. 

Could you furnish the committee with a breakdown of this budget 
item? 

Commander Cuenry. This estimate was actually made on the 
tonnage basis. We have, however, the past 6 months of experience 
now, which we could break down. 

Captain Stickney. This was based on information we could get 
by checking back. We could try to make a reasonably accurate 
estimate of the overall tonnage of automobiles, after now having the 
experience of the past 6 months. That is, within the tonnage we have 
used, and by applying the ratio for the first 6 months, we could project 
a breakdown of the estimate we have applied. In determining auto- 
mobiles as a unit, they should be related to dependents and where 
they would travel. By this means, we would be able to develop the 
tonnage requirement for automobiles in the future. But it will take 
a little more experience before we can come out in the budget estimate 
and say that so many automobiles, and so much household equip- 
ments will be shipped. Based upon the information which we had, 
we could make a determination and say that the total tonnage will 
be so much, and we can get that related back to the number of 

Mr. Ostrertac. Am I to understand you have no basis whereby 
you could give the committee, for the record, a breakdown as between 
the overseas and the continental transportation costs of household 
effects and automobiles separately; that is, separating the household 
goods from the automobiles? 

Captain Stickney. Yes, sir. 

Mr. Ostrrertaa. You say you can give us that information? 

Captain Stickney. Yes. 

Mr. OsterraG. Will you supply that for the record at this point? 

Captain Stickney. Yes. 

(The information requested follows:) 


Continental Overseas 
1954: 
1955: 
0 1, 733, 519 
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OTHER COSTS 


Mr. WicGLeswortu. Budget activity No. 5, page 39 of the justifi- 
cations, “Other costs.’ There are seven items, with a decrease in the 
majority of the items reflecting a total request of $1,941,000 compared 
with $2,083,000 in the current fiscal year. 

Are there any questions on this item, Mr. Ostertag? 

Mr. Osrertac. No questions. 

Mr. SHepparp. No questions. 


Tuurspay, Fespruary 25, 1954. 
Navy CoMMANDER PROMOTION SITUATION 


Mr. WiceLteswortu. I understand there is a chart available, 
Admiral, which you feel would be helpful in regard to the matter of 
promotions that we discussed yesterday and if you will proceed with 
that now we will be glad to hear you. 

Captain Cooper. This has to do specifically with the increased 
numbers in the grade of commander. 

Mr. WicGiesworru. understand. 

Captain Cooper. Mr. Chairman and gentlemen, this chart shows 
the breakdown of the Regular officers of the unrestricted line of the 
Navy by year groups. 

The height of the column indicates the number of officers in each 
year group. You will notice in year groups 1942, 1943, 1944, and 1945, 
the war years, that we have a considerable number of officers; we call 
this the World War I] hump. Forty percent of the unrestricted line 
officers of the Regular service are in this 4-year group. 

If we move these groups along the promotion scale year by year, 
with all 4 of these year groups in | grade at the same time, that would 
constitute a considerable disruption of our grade structure. If we 
were to attempt to cut these groups down to size, corresponding to 
the other year groups, it would constitute a completely unacceptable 
decimation of our officer corps, and we would be losing many well- 
qualified, experienced officers who would have to leave the service; 
so we have divided these 4-year groups into 12 promotional segments: 
our long-range promotion program envisions the last of these segments 
in the 45-year group to reach the promotion point of captain in 1970, 
which is 25 years after their initial commissioning and is consistent 
with the scheduled promotional flow as envisioned by the Officers 
Promotion Act. As we move these segments 

Mer. WiceLteswortu. That is from where? Will you indicate what 
year? 

Captain Cooper. Yes; when they were originally commissioned in 
1945, at 25 years later—— 

Mr. WicGLeswortH. Commissioned as an ensigu or in any grade? 

Captain Cooper. As an ensign. All of these officers were initially 
commissioned as ensigns in the years indicated by these columns. 
They become a member of the year group by virtue of their initial 
commissioning in that fiscal year. 

Mr. WiceLteswortn. Aud he reaches the grade of captain in 25 
years? 
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Captain Cooper. That is the normal period of service provided by 
the Officers Promotion Act. If an officer is not promoted to the grade 
of captain, he has to retire after 26 years’ service, which is in accord- 
ance with the act; therefore, we plan to bring him up for promotion 
in 25 years. He gets two promotional opportunities and if he fails, 
he is involuntarily retired. 

Mr. Suepparp. Just before you go further, might I ask what hap- 
pens? You say that he is involuntarily retired after he reaches 
26 years? 

‘aptain Cooprr. Yes, sir. 

Mr. Suepparp. And if he is not selected for a captain, then he 
automatically becomes separated? 

Captain Cooper. Yes, sir. 

Mr. SHepparp. What is the situation if the selection board finds 
that they have a group of 6 men, and yet they only have space for 2; 
hypothetically then, what happens? 

Captain Coorer. They can only select 2 and the other 4 have to 

out. 
“rn SuepparpD. Irrespective of whether their file is in good shape? 

Captain Cooprr. Yes, sir. 

Mr. Suepparp. If they are not selected by arbitrary procedure, 
then they are out? 

Captain Cooprr. Yes, sir. 

Mr. Suepparp. Then we are losing good men in that arrangement? 

Captain Cooprr. Yes, sir. 

Mr. Suepparp. Equally as well as under any other procedure? Is 
that correct? 

Captain Cooper. That is correct. 

Admiral Hottoway. If I may interpolate briefly, Mr. Chairman, 
our planning is to cut that catastrophic attrition down to within 
acceptable limits. That is the purpose of the program. 

Mr. Suepparn. Do you think this will accomplish that result? 

Admiral Hottoway. Yes. That is the purpose of presenting the 
plan today, which Captain Cooper is discussing—to prevent that 
catastrophic attrition. 

Mr. Ostertaa. You are losing a large percentage of good men in 
order to make room for other officers coming along, are you not? 

Captain Cooper. We envision a maximum of 25 percent forced 
attrition, and by that 25 percent force attrition, we will probably 
force out some pretty well qualified officers. However, the officer 
corps is bound to improve by that forced attrition. There is a bal- 
ance here and we search the optimum. On the one hand, we cannot 
have too much forced attrition because it would be, we believe, un- 
economical and we would be wasting trained men. On the other 
hand, by a certain amount of forced attrition, we are bound to im- 
prove the overall quality of the officer corps. 

Mr. Suepparp. Does your yardstick indicate that those coming 
into being, if they were, officerwise, or promotionwise, or percentage- 
wise, justifies that firmness of 26 years? What I am trying to say is, 
do you screen those that are on the way up, to supplant those who are 
going out, to the degree that you know that by arbitrary selection, 
in 26 years you are going to have available material which is com- 
parable to those who are out? 

Captain Cooprr. We certainly do. 
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Mr. Osrerrac. Right along that line, can you give us the approx- 
imate number of ensigns that were in the service, say, in fiscal 1942? 

Captain Cooper. We have on board at this time about 2,500 line 
officers who were initially commissioned in fiscal year 1942. 

Mr. Osrerraa. 2,500? 

Captain Cooper. Yes, sir. 

Mr. Osterraa. And at the end of 25 years the 2,500 would have 
shrunk to what number? 

Captain Coorrer. That 2,500—this is as of July, 1 1953, this 
indicates how many we have left, in this column, who were com- 
missioned at that time. 

Mr. Osrertaa. I do not think you quite understood my question. 

Captain Coorrer. The normal attrition amdunts to about 2 percent 
per year or, in another 10 years, 20 percent of those officers will be 
separated from the service by normal attrition; that is, disability, 
death, resignation, and voluntary retirement. That will bring it 
down about one-fifth—to somewhere around 2,000, by the time they 
get up to the captain’s grade. In addition to that, in moving to the 
grade of commander, we cut another 25 percent of that group, so that 
that group, actually, will be about 60 percent when they reach their 
25th year in service. 

Mr. OsrertaG. In other words, it has shrunk about 60 percent by 
the time they reach the grade of captain? 

Captain Cooper. Yes, sir. 

Mr. Ostertag. Then what happens? 

Captain Coorrr. Then when they reach the last promotion, to 
the grade of captain, we will have another 25 percent attrition in that 
group. 

Mr. OsrertaG. Twenty-five percent of the sixty percent that is left? 

Captain Cooper. That is right. 

Mr. Ostrertac. Will that give vou the right ratio of men that will 
be required for the rank of captain? 

Captain Coorrr. Actually by the time we have this whole hump 
moved to the grade of captain, we will have to exceed the present 
authorized 6 percent of captains, if we are to avoid catastrophic 
attrition. At that time, which is fiscal vear 1967, we will have to go 
to the Congress and ask them to allow us to have a higher percentage 
of captains than now provided by law. 

Mr. Ostrertac. Let me see if | understand this clearly: because of 
this so-called hump that you speak of, due to World War II 

Captain Cooper. Yes, sir. 

Mr. Osrertac. You have a higher percentage of the so-called line 
officers including ensigns, is that correct? 

Captain Cooper. ‘hat is correct. Forty percent of all the line 
officers are in these 4 years [indicating]. 

Mr. Ostertac. And as a result of that, in the normal process of 
moving them along, you will, as of a given time, have more men 
available, ready to be captains, than you would normally have room 
for; is that correct? 

Captain Cooper. That is right. That is absolutely correct, sir. 

Mr. Osrsrrac. But if it were not for this so-called hump, the 
normal procedure would lend itself to a balanced ratio: is that a proper 
assumption? 

Captain Coorer. That is correct. 
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Mr. OsrertaG. In other words, by 1967, you will have reached a 
proper balance. 

Captain Coorgr. Yes, sir. 

Mr. OstertaG. That is the year that you will reach a year of 
normal leveling off? 

Captain Coorsr. That will be the year when we have the highest 
number of officers in the captain grade. The number of captains will 
be at peak in that year. 

In 1962, we will be at peak in the commander grade; we will then 
have the highest number of officers in the commander grade. That is 
this hump up here [indicating]. 

Mr. Ostertaac. After you have once reached the peak, then will 
that eventually level off? 

Captain Cooper. That is right. As soon as the 1942 year group 
[indicating] reaches the retirement point, after 30 vears of service, 
then we will have relief from the situation where we have a higher 
number of officers in the higher grades. 

Mr. Osrerrac. In other words, there will not be the need for you 
to continue to have the same number of captains? 

Captain Cooprer. No; there will be a period of about 3 or 4 years 
where we will be above the authorized 6 percent grade of captain, 
but when these large year groups—at the the completion of 30 years 
service, a great many of those will retire, and the number of officers 
in the grade of captain will decrease very rapidly. 

The Officer Personnel Act simply is not designed to swallow this 
phase of the hump involved, and we have a long-range plan that would 
alleviate that as much as possible under the law, and the principal part 
of this is by dividing these 4-year groups into 12 promotional segments, 
to bring them up gradually, maintaining a reasonable grade structure 
and avoiding very heavy forced attrition. And that is why the num- 
ber of officers in the grade of commander is increasing this year, and 
we expect a gradual increase to the peak in the fiscal year 1962, in that 
grade, and that is why we show an increase of about a thousand 
officers in the grade of commander for the fiscal year 1955. 

Mr. Osrertaa. Do you think there is a better method available? 

Captain Cooper. We cannot think of any better method. 

Mr. OsrertaaG. In other words, time is the only thing that is avail- 
able to you in this case? 

Captain Cooper. Time is the only thing; yes. I would like to add 
one statement off the record. 

(Off the record discussion.) 

Admiral Hottoway. Mr. Chairman, may I interpolate at this 
point, with your approval? 

Mr. Certainly. 

Admiral Hotitoway. If necessary to assist the committee, we will 
be ready to help at any time. We will be happy to make any tech- 
nical presentation that may be indicated before the full committee if 
you so desire. 

I would like to recapitulate what I understand I said yesterday to 
the distinguished committee concerning my responsibility in my 
recommendation to you and to the Secretary of the Navy, first is to 
adequately staff the Navy with officers properly distributed in grade; 
second, to provide a career incentive and a dynamic complexion to 
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the Officer Corps that is accomplished by a regular flow of proro- 
tions; and third, to carry out those two first objectives without im- 
posing a catastrophic attrition upon our people. The phasing of our 
promotions over the next few years to level this hump out will involve 
a gradual increase in the grade of commanders and that is what we 
recommend, that is what our studies have indicated, and it can be 
accomplished within the fiscal studies which we have presented to 
you. 

Mr. Suerparp. Admiral Holloway, I am not arguing with the con- 
tents presented here ,but it occurs to me that from the captain’s 
statement a moment ago, obviously your attrition in these officers all 
the way up, as compared with those who are arbitrarily going to go 
out, is out of balance, percentagewise; that was indicated by the fact 
that you expect to have to ask for an increase in pe reentage in 
captains. 

Admiral Hottoway. Yes. 

Mr. Suepparp. Could that be arrested in order to preserve those 
you have in that category, which might be very good, by a slowing up 
of the intake? 

Admiral Hottoway. That is at the bottom? 

Mr. SuHepparp. Yes. 

Admiral Hottoway. Will you answer that, Captain Cooper? 

Captain Cooper. No, Mr. Sheppard; we have these individuals 
on board; the intake we need—actually a few more than we are 
getting now. The more we have here in the hump [indicating] the 
more numbers in the higher grades. So actually it would be helpful 
to have a higher intake at the bottom rather than a lower intake. 
Reducing the input would not solve the situation at all. 

Mr. Suepparp. Thank you, Mr. Chairman, that is all I have. 

Mr. Wice.eswortH. Thank you Captain. 
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Tuurspay, Fesruary 25, 1954. 


MILITARY PERSONNEL NAVAL RESERVE 


WITNESSES 


BUREAU OF NAVAL PERSONNEL 
VICE ADM. JAMES L. HOLLOWAY, JR., USN, CHIEF 


REAR ADM. KENMORE M. McMANES, USN, 


NAVAL OPERATIONS (NAVAL RESERVE) 


CAPT. FRED R. STICKNEY, USN, 


FOR FINANCE AND PROPERTY MANAGEMENT 


OFFICE OF THE COMPTROLLER 


REAR ADM. EDWARD W. CLEXTON, USN, ASSISTANT COMPTROLLER, 
DIRECTOR OF BUDGET AND REPORTS 


Amounts available for obligation 


ASSISTANT CHIEF OF 


ASSISTANT CHIEF OF BUREAU 


1953 actual | 1954 estimate | 1955 estimate 
Appropriation or estimate -__ __-_- ss $58, 348,000 | $63, 300, 000 $78, 100, 000 
Transferred to “Military personnel, Navy,” pursuant to 67 
Adjusted appropriation or estimate—.....-.._____- 52, 348, 000 63, 300, 000 78, 100, 000 
Balances transferred from ‘Military personnel, officer candi- 
dates, Navy,” pursuant to 60 Stat. 
Total available for obligation - 52, 348, 000 66, 193, 000 78, 100, 000 
Unobligated balance, estimated sav ings (available for admin- 
51, 241, 933 66, 193, 000 78, 100, 000 
Comparative transfer from ‘‘Military personnel, officer candi- 
59, 562, 190 66, 193, 000 78, 100, 000 
Obligations by activities 
Description | 1953 actual | 1954 estimate | 1955 estimate 
1, Pay and allowances. . $48, 919,865 | $54, 340. 000 $63, 764, 000 
2. 2, 254, 383 ?, 698, 000 2, 838, 000 
3. Travel 5, 326, 955 5, 838, 000 7, 033, 000 
4. Indiv idual clothing and uniform gratuities. ee ered eRe teen, 3, 060, 987 3, 317, 000 4, 465, 000 
Total obligations... 50, 562, 190 | 66, 193,000 | 78, 100, 000 
Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
@ Personal services: Military..............-..-.......-. $49, 479, 231 | $55, 167,911 $64, 597, 738 
5, 326, 955 5, 838, 7, 033, 
07 Other contractual services 175, 622 175, 910 174, 7: 
08 Supplies and materials... 4, 569, 582 5, 011,179 6, 294, 542 
59, 562, 290 66, 193, 000 78, 100, 000 
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Analysis of erpenditures 


| | | 
| 1958 actual | 1954 estimate | 1955 estimate 


$11, 622,018 | $12,974, 553 $17, 538, 140 


| 


Unliquidated obligations, start of year 


Obligations incurred during the year_____- Wasa ------| 51, 241, 933 66, 193, 000 | 78, 100, 000 
| 62,863,951 | 79,167,553 | 95, 638, 140 

Deduct: 
Adjustment in obligations of prior 487, 983 | 
Obligated balance carried to certified claims account | 271, 641 | 
Unliquidated obligations, end of year .- - 12,974,553 | 17, 538, 140 | 25, 638, 140 
Total] expenditures...............................--....-| 49,129,774 | 60,000,000 | 70, 000, 000 
Out of current authorizations. __...._..__.. = am 40, 332, 793 49, 000, 000 53, 000, 000 
| 8, 796, 981 | 11, 000, 000 | 17, 000, 000 


Mr. WiacLeswortu. The next item is entitled ‘Military personnel, 
Naval Reserve.”’ 

The request appears to be for $78,100,000 as compared with the 
appropriation in the current fiscal year of $63,300,000, plus a transfer 
of $2,893,000. 

Admiral McManes. Yes, sir. 

Mr. WiGcGLeswortn. Or an increase roughly of $12 million. 

Admiral McManss. Yes, sir. 

Mr. Wiaeieswortu. Can you give us the obligation and expendi- 
ture figures as of December 31, 1953? 

Captain Stickney. The obligation, December 31, 1953, was 
$30,929,169. 

The expenditures at December 31, 1953, were $20,126,574.12. 

Mr. WiaecLeswortu. What, if any, in obligated carryover of funds 
is estimated as of June 30, next? 

Captain Stickney. We do not expect to have any unobligated funds 
in this appropriation. 

Mr. WiacieswortH. Without objection, we will include in the 
record at this point pages 2, 3, and 4 of the justification, tab 2, entitled 
“Appropriation introduction,” and I shall appreciate it if you will add 
to the table appearing on page 3 an additional column giving compa- 
rable figures, say, as of December 31, 1953. 

Admiral Hotitoway. Yes; we will supply that. 

(The statements and information requested follow:) 


JUSTIFICATION OF Estimates For Fiscat Year 1955 


MILITARY PERSONNEL, NAVAL RESERVE 


Appropriation introduction 


| Fiscal year Fiscal year Fiscal year 
1953 1954 | 1955 
$58, 348,000 | $63, 300, 000 $78, 100, 000 
‘et adjustments (transfers, balances, etc.) _.............._--- | +1, 214, 190 +2. 893, 000 | 0 
Total obligations payable out of appropriated funds____. 59, 562,190 | 66, 193, 000 78, 100, 000 


j 
= 
0 
00 
te 
100 
00 ig 
00 
00 
00 
00 
te — 
738 
00 
720 
542 
00 


162 


Funds are requested to support the personnel costs of inactive reservists and 
officer candidates who participate in the various training programs of the Naval 
Reserve. The Navy is dependent on an adequately trained Naval Reserve 
of a size which will immediately provide personnel to fill necessary billets in the 
active fleet, the reserve fleet, at training establishments and in general shore 
support in order to meet initial mobilization requirements which cannot be met 
by procurement and training procedures after M—Day. The training programs 
of the Naval Reserve consists of periods of scheduled drills and annual periods 
of active duty for training, usually of 14 days duration, either afloat or at selected 
appropriate shore activities. In addition, special training programs in excess of 14 
days are utilized to accelerate the training of personnel in those rates and special- 
ties which have proven to be most critical. 

The funds requested for inactive reservists undergoing training include drill 
pay, training duty pay, subsistence, travel, and other direct military personnel 
costs. The personnel plans of the Naval Reserve provide for a growth in the 
average membership in the pay units from 140,132 in 1954 to 154,479 in 1955. 
This growth, which generates a membership of 161,636 by 30 June 1955, has been 
conservatively projected, giving due allowance to the recruitment problem, 
attrition trends, and members rejoining the program upon release from active 
military service incident to the Korean war. However, every effort will be 
vigorously exerted to approach more nearly the mobilization objective of 278,970. 


Actual, 1954 1955 
Personnel plan—pay units Dec. 31, 

1953 Begin Average End Average End 
12, 819 12, 127 12, 619 13, 187 13, 928 14, 670 
88, 77 89, 633 92, 602 97, 994 103, 558 109, 130 
8, 424 8, 050 8, 550 9, 096 9,175 9, 330 
25, 381 26, 170 26, 361 27, 126 27, 818 , 506 
OG saiaridenncnnanenisnamanesenes 135, 394 | 135, 980 | 140, 132 | 147, 403 154, 479 161, 636 


Officer candidate programs encompassing regular and contract enrollees in the 
Naval Reserve Officers’ Training Corps and the Reserve officer candidates are 
conducted to provide officers for the Regular Navy, the Marine Corps, and their 
Reserve components. The funds requested provide for the pay, subsistence, 
travel, and clothing of the officer candidates included in these categories and under- 
going training. In order to complete the obligation of the Government to per- 
sonnel who were enrolled in the Naval Aviation College program, provision is 
made in the estimates for the retainer pay of those Naval Reserve officers who 
have fulfilled their obligated service on active duty and who have returned to 
college as provided for in the law which established this program. 

The average numbers participating in these officer candidate programs are as 
follows: 


| 
1954, 1955, 
1953, actual! octimate | estimate 
7, 594 7. 903 7,900 
Naval Avation College program officer students...................-- 245 300 300 
Reserve officer candidates ..._._-- 1, 724 2, 510 2, 510 
| 
15, 764 16, 954 16, 921 


DEFINITION 


OF RESERVE CATEGORIES 


Mr. WiceLteswortu. We went into the matter to some extent last 
year, but I think there is still, at least in my own mind, some con- 
fusion in that sometimes we are talking about Ready Reserves, 
Standby Reserves, and so on, and these justifications are presented, 
as I understand it, in terms of pay units and nonpay units. 
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Admiral McManes. That is correct, sir. 

Mr. WicGLeswortH. What is included in the overall picture? 

Admiral McManes. You have the ready and Standby Reserves, 
and they may be both in drill and nonpay drill status. We do not 
make a difterentiation with regard to the drill pay between the 
ready and the standby, except that in drill pay units, where there is, 
shall we say, an overabundance of officers, we give priority to drill- 
pay status to those who are in the Ready Reserve, or who indicate a 
willingness to remain in the Ready Reserve. 

Mr. SHepparp. For budgetary purposes, we can consider the 
standby and ready all in one item? 

Admiral McManes. All in one lump; yes, sir. 

Mr. WiccieswortH. I wish when you revise your remarks, 
Admiral, you would insert at this point in the record a definition of 
the military obligations in the two Reserve categories, and also the 
factors that determine whether a given individual is or is not in either 
category. 

Admiral McManes. Yes, sir. 

(The information requested follows: ) 


The Armed Forces Reserve Act of 1952 (Publie Law 476, 82d Cong.), established 
the categories of Ready Reserve and Standby Reserve (sec. 204). The Ready 
Reserve consists of those individuals who may be called to active duty in time of 
war or national emergency declared by the Congress or the President (sec. 205). 
The Standby Reserve is distinguished from the Ready Reserve principally by 
virtue of being liable to call to active duty in time of war or national emergency 
declared by the Congress (sec. 206). 

The Ready Reserve is composed of those individuals who have a Reserve obli- 
gation and who (1) have not served 5 years on active duty, (2) have not served 
a combined total of 5 years of active duty and participation in a Reserve unit, 
(3) have served less than 8 years in a Reserve unit, (4) did not perform a minimum 
of 12 months’ active duty between December 7, 1941, and September 2, 1945, 
or who, having fulfilled any one of the above requirements, have not requested 
or do not desire transfer to Standby status. The performance of any one of these 
minimum requirements qualifies the Ready reservist for transfer to the Standby 
Reserve. Itis not automatic. Such transfer must be requested by the individual 
reservist. 

Thus, it can be seen that status in the Ready or Standby Reserve does not 
affect drill pay or nonpay participation in the Reserve program, except as men- 
tioned in my earlier remarks; where there is a shortage of billets in a drill-pay 
unit, preference is given to the Ready over the Standby reservist. 

Actual experience in the Naval Reserve has shown that relatively few partici- 
pating reserves have requested transfer to the Standby Reserve. At present 
there are 44,138 officers participating in Reserve drill programs, 38,252 are Ready 
reserves and 5,886 are Standby reserves. Of the participating enlisted men, 
117,329 are in the Ready category and 2,492 have transferred to the Standby 
Reserve. 


SUMMARY COSTS, BY PROGRAMS 


Mr. Wiccieswortu. Now, from the overall standpoint, if there is 
no objection, we will insert at this point in the record pages 20 and 21 
of the justification, which give a complete breakdown in dollars for 
the various items included in this request and also the numbers in- 
volved in pay units and nonpay units, for the fiscal year 1954, and, 
for the fiscal year 1955. 

(The matter referred to follows:) 
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I notice that for the current fiscal year, you have a total of 140,132 
carried under pay units, 4,418 under special training duty, 5,515 
under nonpay units, giving a total of 150,065, as compared with 
154,479 in the pay units, 4,911 in the special training duty and 13,000 
in the nonpay units or a total of 172,390 overall, in fiscal 1955 or an 
increase of something over 22,300, or something over 14 percent. 
Is that about right? 

Admiral McManes. Yes, sir. 


SPECIAL TRAINING DUTY 


Mr. Wiac.eswortnu. What is meant by the category entitled 
“Special Training Duty’’? 

Captain SrickNeEy. Special training duty includes training in 
submarine school program, mine-warfare school program, merchant 
marine program, naval clinical clerkship program, accelerated aviation 
training program, helicopter pilot qualification courses, ferrying 
aircraft, administrative and instructor personnel for Reserve officer 
candidate program, and the Naval Reserve Policy Board, Naval 
Reserve Selection Boards, which meet each year. We have grouped 
these together for budgetary purposes, into one group, called special 
training duty. 

Mr. SueprarpD. What is the total number of bodies in this so-called 
merchant-marine program? 

Captain Stickney. 300 in fiscal year 1954; 180 in fiscal year 1955. 

Mr. Suepparp. How long has that activity been under your 
general personnel program? 

Captain Stickney. Since October 1952. There are no enlisted 
personnel in this program. This program is not for the merchant 
marine, but for the training of Naval Reserve officers who are also 
merchant-marine officers. 

Mr. WiaGieswortn. Are the figures that I just gave you average 
figures? 

Captain Stickney. Yes, sir. 


NUMBER OF PERSONNEL IN DRILL-PAY STATUS 


Mr. WiaaLteswortu. What were the actual figures for personnel 
in the pay units as of June 30 last? 

Captain Stickney. The overall number of personnel in drill-pay 
status on June 30, 1953, was 135,980. 

Mr. Wiaec.teswortH. What was the corresponding figure as of 
December 31, 1953? 

Captain Stickney. On December 31, 1953, that number was 
135,394. 

Mr. Wiaciesworrn. So that actually there was a slight decline in 
that 6-month period? 

Captain Stickney. That is correct, Mr. Chairman. 

Mr. WiaGLeswortn. And you are aiming at 147,400 by June 30 
of this year? 

Captain Stickney. Yes, sir. 

Mr. Wiaeteswortn. And at 161,600 by June 30, 1955? 

Captain Stickney. That is correct, Mr. Chairman. We have in 
past years experienced a phenomena in that at the beginning of each 
fiscal year, we have a dip which is recovered later in year. 
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In 1953, we experienced this dip. In the present current year, we 
consider the on-board number to be following this trend. It has been 
lower than 135,394 since the beginning of the present fiscal year, and 
is now starting to rise, following the normal expected trend. 

The total number participating is slightly lower in some programs 
than we had hoped, but the officers administering the Reserve pro- 
gram have assured me that they expect to be able to meet the numbers 
in the plan. 

Mr. WicGLeswortnu. That is almost a 20-percent increase, that 
you are shooting at, from December of 1953 to June 30, 1955. 

My attention is called, in this connection, to a statement in the 
report of the Interim Subcommittee on Preparedness of the Armed 
Services Committee, United States Senate, where, referring apparently 
to the Reserve picture across the board, and not limited to the Navy, 
that as of June 30, 1952, there was a budget estimate of 599.000, 
and actual enrollment realized of 505,000; that as of June 30, 1953, 
there was budget estimate of 711,000 and actual enrollment realized 
of 535,000; that as of June 30, 1954, there is a budget estimate of 
835,000; actual enrollment, not yet known. The report states that: 

The committee feels the defense effort as reflected by the Reserve strength is 
no further along today than it was in June of 1952; and that it appears that the 
budgeted “ivory tower” figure of 835,000 for June of 1954, is an unrealistic one 
and utterly incapable of being reached. 

This report is dated January 29, 1954. 

Mr. SHepparp. That is the total across the board? 

Mr. Wicciesworrn. That is the total across the board, yes. 

Mr. Suepparp. I would be interested in having developed what 
percentage of that total applies to the Navy. 

Mr. WiaGLeswortu. Yes, that is what I intended to ask for next. 

Mr. SHepparp. Thank you. 

Mr. WiacieswortH. Can someone give us that information? 

Captain Stickney. I have, Mr. Chairman, if it would be of interest 
to the committee, a few of the earlier figures for 1951, 1952, and 1953, 
which show the way the overall drill-pay program has developed. 

(Off-the-record discussion. ) 

The figures that I gave you a few moments ago are those of June 30 
and December 31. The numbers before that, as given by Chief of 
Navy Personnel in his statement, show that we had available at the 
beginning of the Korean war, 182,000. Large numbers were immedi- 
ately called into active duty, causing the number in the program to 
drop down to 122,000. We have recovered from that at a rather 
conservative rate. 

Mr. WicGiesworts. The 122,000 was as of when? 

Captain Stickney. That was in September of 1952. 

Mr. WicGLeswortH. 1952? 

Captain Stickney. We have made a gradual recovery and it is now 
at 135,394, as of December 31, 1953. 

Mr. WiacLeswortu. Will you insert in the record, please, compa- 
rable figures to those referred to in this Senate subcommittee report, 
for the Navy alone, so that we may have the budget estimates and the 
actual enrollment figures as of June 30, 1952, June 30, 1953, and as of 
June 30, 1954? 

Captain Stickney. Yes, sir. 
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(The information requested follows:) 


Following are the comparable Navy figures referred to on page 3 of Report of 
the Interim Subcommittee on Preparedness of the Committee on Armed Services, 
United States Senate, dated January 29, 1954: 


Budget esti- | Actual en- 
lled 


mate ro: 
June 30, 1952... 194, 715 128, 420 


1 As of Dec. 31, 1953. 


The personnel numbers indicated under the column “Budget estimate’”’ repre- 
sent those contained in the President’s budget submit for each of the applicable 
years. After funds have been appropriated for a given year, the budget submit 
for the suceeding fiscal year will provide also for any revisions to the current 
operating year. For example: $58,348,000 was appropriated for fiscal year 1953; 
subsequently, and based upon actual information as to the strength for the begin- 
ning of 1953, revision in fiscal year 1953 plans were developed which resulted in 
a reduction of $6 million which was placed in reserve for savings during fiscal year 
1953. Further, revisions of fiscal year 1954 personnel plans contained in the 
fiscal year 1955 budget submit provide for a planned strength as of June 30, 1954, 
of 147,403 in lieu of 152,158. 

Mr. WiaecieswortH. Are there any general questions before we 
take up the various budget activities? 


BUILDUP OF RESERVE STRENGTH 


Mr. Osrertaa. I have just one question, Mr. Chairman. Admiral, 
does the reduction in personnel in the Navy, as reflected in this 
budget, lend itself to an increase in the Naval Reserve? 

Admiral McManes. Yes, sir. 

Mr. OsrertaG. In other words, you contemplate your Reserve 
buildup on the basis of the increase of naval persoanel released to 
inactive duty; is that right? 

Admiral McMangs. Yes, in large measure, and in addition to the 
new recruits that we will get into the Naval Reserve program. 

Mr. Osterraa. Recruits relate to men who have formerly served 
in the Navy, or does that refer to those outside the service who enlist 
in the Reserve? 

Admiral McManrs. Young men who are below the draft age, that 
is, between 17 and 18% years old are being recruited. 

Mr. Ostertac. What happens when you recruit them; when they 
reach that age; are they assigned to training? 

Admiral McManegs. At 18% years they become liable for induction 
and we no longer take them in as voluntary enlistees in the Reserves. 
If he is called to active duty, that is, if his draft number comes up, 
then he is called to active duty in the Navy. 

Admiral Hottoway. May I add one further point? 

Mr. Certainly. 

Admiral Hotioway. I think it would be of interest to the com- 
mittee to see one of the reasons why we are conservative on our 
buildup in this strength of organized units. 

I am permitted to call to active duty those members of the Naval 
Reserve whose draft numbers come up. All such reservists on active 
duty count in the overall active duty strength. I must be conserva- 
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tive in the number of Reserves who may become eligible for cali to 
active duty under these circumstances or the costs for active duty 
personnel will be unnecessarily increased. 

Do I make my point clear? 

Mr. Osrertaa. Yes. 

Admiral Hotioway. So we are conservative in holding the volun- 
teers of 17 years old in the Naval Reserve to conservative figures so 
that we do not have to call too large a number of the 2-year people 
to active duty in the Navy, when I can get 4-year volunteers and 
thereby save money and at the same time give the Navy a higher 
order of effectiveness. When these volunteers have finished their 4 
years, they also go into the unorganized pool of Reserves for 4 more 
years. Aad I| think in fairness to this committee that I should say 
that I do ask to hold to a conservative number the enlistees for 2 

years, the enlistees at the young age of 17, in the Organized Naval 
eserve. 

Mr. OsrertaG. Admiral, do I understand correctly when I say that 
the number of estimated reservists for this past fiscal year was lower 
than the number provided for in the bill by approximately 125,000? 

Admiral McManzs. As of what time? 

Mr. OsrertaaG. June of 1954, which was provided for in the budget 
of fiseal year 1954. You achieved the goal of 150,000-plus. Is that 
correct? 

Captain Stickney. The average number provided for in drill pay 
status for fiscal year 1954 is 140,132. The number actually attained 
as of December 31, 1953 was 135,394. We were within 5,000 of our 
planned average goal, roughly 5,000 under at the middle of the fiscal 

ear. 
7 Mr. OstrertagG. Five thousand under your goal of this past year? 

Admiral Hotuoway. Yes, fiscal year 1954. That is a general figure 
without taking it to the third decimal place. 

Mr. Ostertaa. Does that difference account for the provision in 
the budget of the balance transferred from military personnel officers, 
Navy, of the 2,193,000? 

Captain Stickney. That transfer was from the appropriation 
“Military personnel, officer candidates, Navy,” a 2-year appropriation. 
This amount, $2,893,000 was transferred to the Naval Reserve appro- 
priation at the time the officer candidates were split; those of the 
Reserve component being put in this appropriation and those of the 
Regular Navy in the appropriation, “Military personnel, Navy.” It 
was money previously appropriated and transferred and carried in 
this appropriation in the present current fiscal year of 1954. 


UNOBLIGATED BALANCES 


Mr. Ostrertac. We budgeted last year for $66,193,000. Is that 
right, Admiral Clexton? 

Admiral CLexton. $63,300,000 was appropriated, and authority is 
in the bill to transfer $2,893,000 from the appropriation “ Military 
personnel, officer candidates, Navy,” to this appropriation. 

Mr. Osrertac. Making a total of $66,193,000? 

Admiral Ciexton. That is correct. 

Captain Stickney. Available for obligating this current year. 


| || 
) 
1 
t 
t 
r 
1 
e 


170 


Mr. Osrertac. What I am attempting to determine is the unex- 
pended balance resulting from the fact that you didn’t achieve your 
overall goals in reservists numbers. 

Captain Stickney. During the prior fiscal year of 1953? 

Admiral Hotitoway. I do not believe in the middle of the fiscal 
year they are able yet to show that, sir, for fiscal 1954, how much we 
will save in fiscal 1954 for not having attained our full goal during 
1954 because 1954 is not yet completed until the first of July 1954. 

Mr. OstertaG. But there must be some estimate of the general 
balance. 

Admiral Hottoway. We will undertake to estimate that and have 
it ready for the record. There is undoubtedly a savings to be made 
between the budgeted figure and the fact we have paid less than that. 
We will estimate that and introduce it into the record wherever you 
desire. 

(Editor’s note: The information appears on p. 1036 of the hearings.) 

Mr. Ostertac. What is the goal for the next fiscal year? 

Captain Sticknry. 154,479 average with a beginning strength of 
147,403 and end strength of 161,636. 

Mr. Ostrerrac. And your prospects of achieving that goal are 
brighter than they were during the past vear? 

Admiral McManrs. Yes, sir. I would like to be conservative 
about how bright they will be. I think we stand a reasonably good 
chance. 

Mr. OstertAG. You are requesting an increase of some $12 million. 
Will that increase be necessary in the light of your own estimates? 

Captain Stickney. As the admiral stated, at the midyear of the 
present year we are within 5,000 of the average strength, which is 
140,132. 

The present budget to support an average strength of 140,132 
would not support the average strength of 154,479 budgeted for next 
year. That is an increase in the neighborhood of 14,000. 

We are now staying fairly close to our planned strength and we will 
undoubtedly come close to 147,403 at the end of the year. Fiscal 
year 1955 will be at a higher average strength, and we firmly believe 
it will be that which we have indicated and budgeted for, that is an 
average strength of 154,479, which will require in the neighborhood 
of $11 million or almost $12 million more than for fiscal year 1954. 

Admiral McManrs. If I may add one thought to what Captain 
Stickney has said, sir. In addition to actual numbers or bodies, the 
costs go up because of the extent of participation, and that has been 
steadily increasing, that is the number attending drills. People get 
paid only when they go to drill. If more officers participate, for 
example, the total numbers may not increase as rapidly as the costs. 

Mr. Osrerraa. I realize that, although it would seem that the 
best yardstick to measure with would be the total number of men 
or persons on the Reserve list. 

Admiral McManss. The two things are closely tied together. 

Mr. Wiaeieswortn. At the outset someone stated that you did 
not expect any unobligated balance at the end of this fiscal year. 
Should not that statement be revised in the light of the statements 
just made to Mr. Ostertag? 

Admiral Hotioway. In other words, that there may be a carry- 
over at the end of this fiscal year? 
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Mr. WicGLeswortu. Yes. 

Admiral Hotioway. I think it should be revised in that light. 

Captain Stickney. I made the statement that we did not expect 
any unobligated balance at the end of the current year. That state- 
ment was based on the plan and the realization that we cannot stay 
exactly on the plan through the entire year. It appears to me that we 
cannot at this point safely say how much may not be obligated. 
There is usually a small amount, but if we restrict ourselves at this 
point, and | am quite sure Congress wouldn’t want us to do that, to a 
lesser goal, then we still have a certain amount in this appropriation 
which never becomes fully obligated. It appears to me from the 
studies of previous years in this program, that there is an increase in 
the spring, and I believe, perhaps optimistically, we are going to 
experience it this year again. Although we can make an estimate of 
the possible money that will not be obligated, and that we will do as 
the Chief of Naval Personnel indicated and furnish for the record, we 
still would like to proceed on our program and attempt to make the 
full increase as planned for this program during the remainder of 
the present fiscal year. 

Admiral CLexton. May I suggest, Mr. Chairman, that the Secre- 
tary of Defense and the President also estimated in November 1953 
that there would be no unobligated balance in this program. The 
time to make an estimate of the amount that would be unobligated 
would be more accurate if we could wait until just before your markup 
on this bill. That would give us another month or so in which to see 
how their plan was proceeding. 

Mr. Wiae.eswortu. I think that would be satisfactory. 

Captain Stickney. We have now, Mr. Chairman, partial reports in 
the month of January. I tried to get a sufficient number of reports to 

et an indication and to give the committee later information than 
ecember 31, but it was not complete enough to give us a good 
estimate. 

Mr. Wiacieswortn. Also when your remarks are revised I think 
there should be stated for the record as clearly as possible the basis for 
your confidence that you can move from 135,349 on December 31, 
1953, to 147,400 on June 30 of 1954 and 161,600 on June 30, 1955. I 
don’t know whether you have month-by-month projections, or on 
what you base your confidence. Of course, this committee realizes 
fully the vital importance of an adequate reserve. 

On the other hand, if the Senate subcommittee is correct in its 
conclusion that the overall figure is an unrealistic one and utterly 
incapable of being reached, the committee would have to be guided 
accordingly 

Mr. SHepparp. What was the date of that report? 

Mr. Wiace.tesworrs. January 29, 1954. As I pointed out before 
it applied across the board and not specifically to the Navy. When 
we get the Navy statement we can appraise the situation. 

Mr. Ostertac. May I ask, Mr. Chairman, if without injuring the 
reserve program in the slightest degree, what purpose would unobli- 
gated funds serve if they were allowed to remain? 

Captain Stickney. None, sir. 

Mr. Osrertaa. It is important for budget purposes, it would seem, 
that we should know what reasonable amount of money will be carried 
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over which is not obligated or necessary to carry out the program 
planned for this year. 

Admiral Hottoway. We will undertake to do that, sir. 

(The information is as follows: ) 

When the budget plan was originally made in May 1953, it appeared to be the 
maximum feasible plan which could be met. It was believed that the 1953 ex- 
perience of moderate growth could be achieved through fiscal years 1954 and 1955, 
On the basis of the usual increased growth of the second and third quarters, this 
plan still appears feasible. We are increasing our efforts to attract more reservists 
to our drill-pay programs and feel that these efforts will be successful. 

Unless funds are provided to meet this plan, we would be unable to meet our 
training program. It is extremely important to expand our Reserve to meet 


mobilization requirements, particularly during the time when reductions are being 
made in the active duty forces. 


OBLIGATED SERVICE OF NROTC GRADUATES 


Mr. Wiecieswortn. I[ have an inquiry which the chairman of the 
committee asked me to call to your attention, Admiral. You can 
make such comment as you wish. 

I quote from a letter to the chairman: 

Pertaining to the Regular Naval Reserve Officers Training Corps students, a 
substantial saving could be achieved by changing their required period of active 
duty after commissioning from 3 years to a period of 2 years. The 2-year tour of 
duty was the arrangement up until 3 years ago and would be, I believe, sufficient 
to fulfill the purpose of the NROTC program, which is to train an adequate num- 
ber of Reserve officers to be ready in case of an emergency. 

This is embodied in a letter to the chairman and he suggested that 
I call it to your attention. 

Admiral Hottoway. I would be very distressed to see us go back 
to 2 years on that. I think the young gentlemen owe 3 years to the 
country who subsidized them in that program, and 3 years is an 
excellent period of time to make them useful. At the present we are 
promoting these young men at 18 months to junior lieutenant, and 
they are exceedingly useful the last 18 months of their service. 

These men are becoming useful at the end of 2 years and the third 
year is one of great profit to us. Likewise I point out the morality of 
their serving a third year for the scholarship they get, which to me is 
important. 

Pay AND ALLOWANCES 


Mr. WiacLeswortnu. Very well. This request is broken down to 
4 budget activities, the first of which is for ‘Pay and allowances,”’ 
$63,764,000 as compared with $54,340,000 in the current fiscal year, 
an increase of $9,424,000, or roughly 16 percent. This budget activity 
is covered in the justifications, pages 7 to 11 inclusive, and in more 
detail on pages 23 to 28 inclusive. 


DRILL AND COMMAND PAY 


Within this budget activity there is a project, for drill and command 
pay, to provide funds for drill for members of the Naval Reserve 
assigned to or associated with drilling units and to those members 

erforming equivalent or appropriate duties in a drill-pay status. 
here is an increase of $5,138,531. 

I notice 154,479 officers and enlisted personnel are provided for 
in the drill and command pay, program is that 1,935 officers com- 
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manding Naval Reserve units will receive command pay. What are 
the corresponding figures for fiscal 1954? 

Captain Stickney. Fiscal 1954 average of officers and enlisted 
personnel participating was 140,132, and the number of officers 
receiving command pay is 1,904. 

Mr. WiccLeswortH. The figures would seem to anticipate an 
increase of officers and enlisted personnel of just about 10 percent and 
your budget for an identical number of officers for command pay. 

our increase in this item for drill and command pay is almost 16 
percent. Why should there be such an increase? 

Captain Stickney. We have a larger number participating. For 
example, the surface officers in drill-pay status was 12,619, and in 1955 
it will be 13,928; enlisted, surface, 92,602 in 1954. That was up to 
103,558 in 1955. 

Aviation officers from 8,550 up to 9,175. Aviation enlisted, 26,361 
to 27,818. In other words, this is within the increase from 140,132 
to 154,479. 

Mr. WIGGLEsworTH. You propose to increase from 140,132 to 
154,479? 

Captain Stickney. Yes, sir. 

Mr. Wiccieswortu. That is an increase of roughly 14,000 people, 
or just about 10 percent from the 140,000 figure you have in the cur- 
rent fiscal year. 


Mr. WiaGieswortn. To take care of that you tell us that you want 
a $5,138,531 increase in drill and command pay which is about a 16 
percent increase over what you have in the current fiscal year. If 
personnel increase is only 10 percent why should drill and command 
pay not be held at 10 percent? 

Captain Stickney. Two factors are involved. The pay that the 
individual receives depends on his rank or rate. That will have some 
increase during the year. In addition to that the participation has 
increased. When we prepare the budget from the plan of the number 
expected to participate, we apply the best percentage of participation 
factor. In 1954 we expect an 88 percent participation in surface 
enlisted, and it is expected to go to 90 percent, as indicated by our 
current trends. So that will be a 2 percent increase in participation 
there, and in the aviation, enlisted, there will be a 3 percent increase 
from participation. 

Mr. WicGcLeswortH. Have you ever had that high participation 
heretofore? 

Captain Stickney. Yes, sir. In the officer, surface, we budgeted 
for 90 in fiscal year 1954 and it still remains at 90 percent. 

In the enlisted, surface, it is approximately 86 accumulated at the 
moment, and there will be an increase in the spring in participation 
from what it has been in previous years. 

In officer, aviation, it is budgeted at 90 percent and we have a 
90.8 percent accumulation so far this year. 

In the aviation, enlisted, it was budgeted at 87 and it is 83.2. 
There again in previous years that built up later in the spring. There 
has been a gradual increase in percentage of participation in all of 
these programs, Mr. Chairman, over a period of the last 5 years. 
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Mr. WiaG.ieswortH. The computation of your estimate that you 
need a 16-percent increase is shown on pages 23 and 24 of the justifi- 
cation, I take it? 

Captain Stickney. That is correct, sir. 


ANNUAL TRAINING DUTY 


Mr. Wiaeieswortu. This budget activity also includes an increase 
in training duty of approximately $4 million, the request being for 
$20,292,717, apparently ‘To provide 14 days active duty training for 
officer and enlisted personnel, attached to pay units of the Naval Re- 
serve. This project also provides for certain special categories of 
active duty for training for periods in excess of 14 days. Further, it 
provides for pay and allowances for members of the Naval Reserve 
policy boards and Naval Reserve selection boards, and personnel who 
are required to be absent from their home station while ferrying 
Naval Reserve aircraft for purposes of reassignment of planes be- 
tween stations, and hurricane and local disaster evacuation.” 

This is shown on page 9 and in more detail on pages 25 to 27 of the 
justifications. 

This training duty request seems to show about a 25-percent increase 
over that for the current year as compared with the 10-percent increase 
in personnel. Why do you need that increase? 

Captain Stickney. That again, Mr. Chairman, is due to increased 
numbers of people in the program and our slightly higher percentage 
of participation. 

Mr. WiaaLeswortu. Have you already given me the numbers in 
the program? 

Captain Stickney. I think I have, sir. 

Mr. Wiaciesworrtn. In other words, there is the increase from 
140,132 to 154,479 or 10 percent increase? 

Captain Stickney. Yes, sir. 

Mr. Wiacteswortu. The balance of the increase is explained by 
greater percentage of attendance? 

Captain Stickney. 14,347 increase in average numbers, and 

Mr. Wiaaieswortn. That accounts for 10 percent mathematically. 

Captain Stickney. Yes, sir. 

Mr. Wiacieswortu. I want an explanation for the other 15 percent. 

Captain Stickney. The number of petty officers in the program 
will be greater. 

Mr. Chairman, when the numbers in any program change, that is 
increasing and decreasing, the pay involved is not always directly 
related to the number of people by which the program increases or 
decreases. 

Mr. WiacGieswortn. I understand that. I assume it bears some 
relation, however, and I am trying to find out for the record what 
explains the 25 percent increase in cost as compared to the 10 percent 
increase in personnel. 

Captain Sricknny. There is the increased number, of course, the 
increased participation, and the base pay is higher because of in- 
creased longevity, and in the special programs there is increase in that 
particular program of 3.43 percent, which is attributed to increased 
number of personnel, including new programs such as naval clinical 
clerkship, and the sonar program. 
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Admiral Hottoway. May I interpolate briefly?) The Naval Re- 
serve, organized Naval Reserve, is going through the same phenomena 
the Regular Navy is going through. We are promoting a greater 
number of petty officers as we consolidate and organize in the post- 
Korean period. We will probably increase the percentage of petty 
officers in the Naval Reserve up to around 65 percent. That in 
itself will add materially. People are promoted, longevity will accrue 
to them, and we stabilize the higher rank and grade structure, so the 
cost will go up. 

The organized Naval Reserve during the Korean emergency tapered 
down to a comparatively low level because so many of those people 
were called to active duty. We have brought into the vacuum so 
created the 17-year-olds who are minimum-grade people. 

As they acquire seniority and are promoted to petty officers the 
cost will go up at a curve much steeper than just the 10-percent 
increase in number. That is the general phenomena, and it has been 
calculated for submission to you on the basis of rate and number and 
straight multiplication and arithmetic. 

Mr. WicGLesworrn. You say straight arithmetic, but there is a 
considerable amount of estimate in here, too, as to attendance factors, 
and so on. 

Admiral Hotitoway. Exactly. I didn’t mean to infer we don’t 
have to base a great deal on that. 

Mr. WiceLeswortn. You think page 25 gives the necessary detail 
to justify this increase of 25 percent? 

Suton SrickNEY. There is one other item I would like to bring 
up. That is the annual training duty for personnel in nonpay drill 
status. During the present year it is restricted. We have in the 
neighborhood of 5,000 participants. In 1955 we expect to have 13,000 
people participating in 2-week annual training, which is an increase 
of 155 percent. 

Mr. Wiacieswortu. That is included in the overall numbers you 
gave me, is it not? 

Captain StickNEY. Those numbers are in the drill pay status. 
These people who take the 2 weeks training are not included in those 
numbers, Mr. Chairman. 

Mr. Wiccieswortnu. I asked you for the number of people in the 
program, and as | understood it you gave me 154,479. Now are you 
stating there are other people in the program not included in that 
figure? 

Captain Sticknry. That is correct, Mr. Chairman. Not included 
in that total number are people who participate in annual 2 weeks 
training who are not already members of the drill pay unit, and in 
addition to these we have the NROTC, the Naval Aviation College 

rogram, and the Reserve officer candidate summer program. Num- 
participating in these are not in the overall number we speak of 
when we talk of those in the drill pay status, 

Mr. Wiacieswortu. How many of those are there? 

Captain Stickney. Mr. Chairman, page 28 of the budget estimate 
shows 1954-55 comparative numbers and costs of numbers participat- 
ing in the Naval Reserve, officer training program, regular and con- 
tract, Naval Aviation College program, and Reserve officer candidate 
program. 

Mr. WiceLeswortH. How many are there? 

43811—54—12 
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Captain Stickney. We don’t carry them as one total, Mr. Chair- 
man. I will have them for you in a moment. 

Mr. WicG.iesworth. Insert it in the record, please. It does not 
appear in the justifications. 

The information may be found on p. 164.) 

Mr. Wiccieswortu. Are these people under the program in addi- 
tion to the 154,479 persons you gave me before as people covered by 
the program? 

Captain Srickney. They are, sir. 

Admiral McManers. On page 21 you will find that laid out at the 
top, total in the pay units. That is the 154,479, and then the special 
training duty, 4,911. 

Mr. Wiaa_eswortn. Off the record. 

(Discussion held off the record.) 

Admiral McManes. Those are the people who do not get paid for 
going to drill but take 2 weeks’ active duty for training. That is 
exclusive of officer candidates. 

Mr. Wiaeieswortn. Off the record. 

(Discussion held off the record.) 

Mr. OsrertaG. The money for the officer candidates is in this 
section of your budget, is it not? 

Captain Stickney. Yes, sir. 

Admiral Hottoway. Numbers, unfortunately, are left off and they 
are on page 4. We will insert them properly. 


REQUEST FOR DISABILITY PAYMENTS AND OFFICER CANDIDATE TRAINING 


Mr. WiaeGieswortnu. There are two other projects under budget 
activity, No. 1. There is a request for disability and death benefits, 
$267,000, an increase of $73,000 over the current year, and there is 
a request for officer candidate training, $5,682,000, increase of 
$242,000. 

Without objection we will insert page 28 in the record at this point. 
It gives comparative figures in numbers and amounts for fiscal 1954 
and 1955. Please furnish the totals under the number columns which 
are missing. 

Admiral Hottoway. We will see that that is done, sir. 

(The information requested is as follows: ) 
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Activity 1. Pay and allowances—Detailed information, officer candidates (34 U.S. C. 
821, 1020c, 1020h, 37 U. S. C. 232 and 308) 


| 
| 1954 estimates | | 1955 estimates 
| 1954, 1955, | 
| average N | average 
NROTC regular students: | | 
| | 6,241 | $3,120, 500 | | 6,211 
| 6,241 | 3,120,500 |.......| 62m] 
Active-duty pay: 
Cruise: | 
Ist quarter_.____- 4, 418 4, 510 535, 460 
| 672, 499 671, 672 
Total, regular...................| 6,241 |......| 3,792,900 | 6,211 |.....| 3,777,172 
Commuted rations: 
Juniors. ........ 419, 645 1, 766 457, 747 
1, 185 328, 482 | 1, 451 402) 217 
748, 127 | 859, 964 
Cruise: } | 
Ist quarter___-__- a4 ~ 1, 574 | 173, 537 | | 1,838 199, 033 
4th quarter... | "305| 14,417 | "315 14, 651 
Total, | 7,903 |.......| 936,081 | 7,900 1,073, 648 
NACP program: Retainer pay C. O. NACP tare | | : 
students_____- 300 | 300 | 360, 000 300 300 | 360, 000 
| Basic course: 
659 99, 641 | 1, 410 213, 192 
1, 410 23, 688 1410 | 23° 688 
| Advanced course: | 
| 1,065 | 204, 161 | 1,100 210, 870 
} 1,100 | 23, 430 |......- 1,100 | 23, 430 
| 350,920 | 2,510 | 471, 180 
Total, officer | 16,954 5, 440, 000 | 16,921 5, 682, 000 
| 
| Average numbers participating in officer candidate training programs have been indicated and the total. 
SPECIAL TRAINING DUTY 
Mr. WiaceLteswortH. When you revise your remarks, will you 
describe briefly for the record the three programs referred to, NROTC, 
regular ak a NROTC, contract program, and the NACP program. 
Admiral Hotitoway. Yes, sir. 
(The information requested is as follows:) 
REGULAR NROTC PROGRAM 
To supplement the career officer output of the United States Naval Academy. 
Candidates are selected through national competition. Upon enrollment they 


are appointed midshipmen, USNR, and are subsidized to the extent of tuition, 
books, fees, instructional equipment, and retainer pay for a period of 4 years. 
Upon completion of schooling, they are commissioned ensigns, USN, or second 
lieutenants, USMC, and are required to serve 3 years on active duty. If not 
retained in a Regular component, the individual must hold a commission in a 
Reserve component for an additional 5 years. 
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CONTRACT NROTC PROGRAM 


Locally selected civilian students at universities under contract with the Navy 
Department. Four-year course of instruction similar to Regular NROTC 
student. No subsidization. Authorized commuted rations during junior and 
senior vears. Commissioned ensign, USNR, or second lieutenant, USMCR, and 
are required to serve on active duty for a period of 2 years, followed by an 
additional 6 vears in a Reserve compcnent. 


NAVAL AVIATION COLLEGE PROGRAM 


Established in 1946 under the provisions of Public Law 729, 79th Congress, to 
augment naval aviator procurement. Students enrolled in the program completed 
2 vears of college followed by 2 years as midshipmen, USNR, while engaged in 
flight training. Commissioned upon completion of flight training as ensign, 
USNR. Guaranteed educational benefits upon completion of active-duty 
obligations at the rate of $100 per month retainer pay, total not to exceed $2,000. 
Last input to this program September 1947, last output September 1951; program 
will be completed insofar as educational benefits are concerned in March 1960. 
This program has been replaced by the naval aviation cadet program. 


AFTERNOON SESSION 


Mr. WiaGLeswortH. The committee will be in order. Mr. Oster- 
tag has a witness. 


SUMMARY COSTS BY PROGRAMS 1954-55 


Mr. Ostrerrac. Admiral, as I put the figures together, I find, and 
I wish you would correct me if I am in error, under pay and allow- 
ances as reflected in this budget, it totals $63,764,000, an increase of 
$9,424,000 over the budget of a year azo. Am I correct in that? 

Admiral McManes. This portion, yes, sir. 

Mr. Osrerrac. Consequently in order to cover 154,479 you pro- 
vide under “Pay units” 411, under ‘Special training duties,” 13,000 
under ‘‘Nonpay units,” and an additional 16,921 to officer candidates, 
which, as I understand, covers the ROTC, regular and contract, and 
Reserve officer candidates, totals 189,311; is that correct? 

Captain Sticknry. The program you have enumerated, Mr. Oster- 
tag, is correct. 

Mr. OsrertaGc. Then, Captain, that means the total manpower, 
personnel officers and enlisted, under the training program in its 
entirety would be 189,000 rather than a total of 154,000? 

Captain Stickney. That is correct, sir. 

Mr. OstrerraG. Would you have the record show at this point 
how these figures that I have just listed compare with those of a year 
ago? 

Captain Stickney. Yes, sir. 

(The information requested follows:) 
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Summary costs by program, fiscal years 1954 and 1955 


1954, num- | 1955, num- 


ers bers 
Pay units: 
Surface, sub, etc.: | 
Officers... on 12,619 | 13, 928 
Enlisted ____._. 92, 602 103, 558 
Aviation: 
Enlisted......... 26, 361 27, 818 
Total pay units___- y 140, 132 154, 479 
Special training duty . 4, 418 4,911 
Nonpay units: 
Omieers..........- F = 4, 025 10, 500 
Enlisted 1, 490 2, 500 
Total nonpay units__- = 5, 515 13, 000 
Net total (inactive reservists) _..__-- i 150, 065 172, 390 
Officer candidates: 
NROTC (regular) 6, 241 6, 211 
NROTC (contract)... 7,903 | 7,900 
NACP.. 300 300 
Reserve officer candidates | 2, 510 2, 510 
Total (officer candidates) 16, 954 16, 921 
Total by activity..............- 167, O19 189, 311 


Mr. Ostrertac. That is a substantial goal. Do you care to comment 
as to how close you will come to that goal during the ensuing year? 

Captain Stickney. Take the first item you spoke of, drill-pay 

status, which contains the average number of 154,479. That is com- 
posed of personnel who will participate in the drilling programs; there 
are 48 drills a year, 24 drills a year, and, for some of them, 12 drills a 
year. That is the program in which we are striving to attain and 
increasing strength to 161,636 by June 30, 1955. I might say, before 
going further, that in the other programs I do not consider there is any 
doubt in reaching planned numbers. That includes the NROTC, 
regular, and contract; there is no question about it. 
The naval aviation college program we know will be up to the 300 
planned. The annual training duty of 13,000 was held down this year 
due to the lack of funds to carry it at the rate of the previous year. 
We have a total of only 5,515 during fiscal year 1954. I do not think 
there is any question regarding our ability to fill the quota of 13,000 
during 1955. This is the 2 weeks training period. 

The Reserve officer candidate program, which is the short summer 
program, will be conducted at Newport this coming summer. It was 
in Long Beach last year. The applicants so far this year would justify 
the statement that we will be able to meet the number provided for 
in that program. 

To refer back to drill status program that we usually refer to in the 
Reserve program and for which it is planned to increase from 147,403 
to 161,636 members during fiscal year 1955. This program is planned 
on a month-by-month basis throughout the year. The total in this 
drill status programs, surface and aviation, on December 31, 1953, 
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was 135,394, and our estimated yearly average for fiscal year 1954 is 
140,132. 

However, the month-by-month breakdown for this program shows 
that it was not anticipated that on December 31, 1953, we would 
reach the yearly average of 140,132. We had planned for 138,694 to 
be attained on that date, and then build up through the remainder 
of the year. We were only 3,300 below the planned strength on 
December 31, 1953. 

The planned number for the end of January is 141,592; at the end 
of February, 144,197; and the remainder of the year we plan to gain 
roughly at 800 per month. 

So that the detailed breakdown to support these Reserve programs 
when analyzed individually appears to justify the objective that we 
have planned in our budget presentation. 


INCREASE IN AVIATION RESERVE PROGRAM 


Mr. OstertaG. Have you available, out of the total number of 
officers or men in reserve, contemplated for 1955, the number that 
will make up the aviation area as compared with that of a year ago 
for the 1954 budget? I think the officers numbered 9,175 and the 
enlisted men 27,818. 

Captain Stickney. For the fiscal year 1953, the average aviation 
officers was 8,076; for the same year, the enlisted aviation, 25,966. 
Planned currently for the year 1954, aviation: officers, 8,550; en- 
listed, 26,361. On board December 31, aviation, officers 8,424, 
enlisted 25,381. 

Mr. Osrerraa. In your justifications appearing on page 8, it indi- 
cates the average on board, officers 9,175; enlisted, 27,818. 

Captain Stickney. That is in the fiscal year for which the present 
budget request is submitted? 

Mr. Ostertaa. Yes. 

Captain Stickney. I stopped with the current year. 

Now, in the next fiscal year, for the fiscal year 1955, for which the 
budget request is submitted, we have aviation: officers, 9,175; 
enlisted 27,818. 

Mr. Osrertac. I am trying to compare those figures with this 
budget, and what you estimated for the current fiscal year, which 
must be estimated because the year is not yet complete, with the 
December 31 figures. 

Captain Stickney. The December 31 figure was the latest on board 
comparison to the plan that we have now in existence and are 
attempting to meet. 

Mr. Osrertaa. There is an increase in aviation reserve personnel, 
is that correct? 

Captain Stickney. Yes; and there was an increase between 1953 
and 1954 and we expect further increase in fiscal year 1955. 

Mr. Ostertaa. Is that in keeping with the so called “new look’’? 

Captain Stickney. I cannot say that it is under the new look, Mr. 
Ostertag, but this is the progress made on planned return to the level 
where we were before the Korean war when so many of the Naval 
Reserve were ordered to active duty. 

The total number participating in drilling units, aviation, and sur- 
face combined at the beginning of Korea, of 182,000; that is comparable 
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to the average strength of 154,479 budgeted for in 1955. This will 
leave us below the strength before Korea. However, this is considered 
to be a proper rate of good sound growth in building up to an effective 
overall reserve. 

Mr. Osrertaa. Is the fact that there has been an increase or a 
stimulus of aviation operations within the Navy, a reflection of the 
new program. 

Admiral Hottoway. May I comment on that? 

Mr. Osrrrrag. Certainly. 

Admiral Hottoway. I am sure I am correct in reflecting the 
Secretary of Navy’s decision, that there is to be no reduction in air 
power. 

Mr. Ostrerraa. Yes. 

Admiral Hottoway. That is true in the build up, to build up the 
Navy Reserve. 

Mr. Osrertaa. Your response covers the information I desired to 
have. 

Admiral Hotitoway. I am also sure that the answer I gave reflects 
_ Anderson’s viewpoint, and I am sure Admiral Clexton will confirm 
that. 


BASIS FOR PLANNING AND PREPARING BUDGET ESTIMATES 


Mr. SHepparp. Admiral, I look upon item 1 as pretty much the 
foundation upon which you operate so far as budget activities 1, 2, 3, 
and 4 are concerned; I look upon that more or less as the criteria, 
so to speak, upon which you build for the others. 

Captain Sticknry. That is correct, sir. 

Mr. SHepparp. Then, again, I would like to address myself to this 
particular budget activity, to-wit, one, ‘‘Pay and allowances,” to arrive 
at the body figures, and it is obvious from past experience that there 
is a decrease in the estimate; is that correct? 

Captain Stickney. That is correct, sir. 

Mr. SHepparp. And you have arrived at these figures after having 
given a close analysis, as close as you can make as of the present time, 
budgetwise speaking? 

Captain Stickney. That is correct, sir. 

Mr. SHepparp. And any information that may flow in later, that 
might have a tendency to change the present figure, either up or 
down, is something that is unknown and undetermined as of the 
moment? 

Captain Stickney. Yes, sir. 

Mr. Suepparp. And in your analysis of the presentation before us, 
did you have occasion, within the budget, to analyze the percentages 
of estimate as of 2 years back for your own information, in order to 
reach a position of analyzing the presentation of this budget? 

Admiral Hottoway. Mr. Sheppard, we endeavor to analyze a 

eriod as closely similar to the period confronting us as _ possible. 

e have used our experience in similar years in planning and preparing 
supporting budget requests. 

Mr. SuepparpD. With that statement in mind, where you have 
found heretofore that you have had, for the sake of a better acceptance, 
an appropriation wherein the anticipated personnel has not been 
available to apply to the appropriation, what has happened to that 
excess money? 
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Captain Stickney. As early in the year as it is possible to deter- 
mine that we are not going to meet a program as planned and as 
originally submitted in the budget to the Congress, the program 
s reviewed and revised, and those funds not required are placed in 
reserve. 

Last year, for the fiscal year 1953, $6 million of the money appro- 
priated for Naval Reserve was put into savings. This was later 
transferred by congressional authority to meet the pay increase in 
another appropriation. Money appropriated, which is not required 
to meet the obligations in support of the program for which appro- 
priated becomes available for reappropriation by the Congress. If 
it is not obligated by June 30, 1954, it is no longer available for 
obligation. 

Mr. Suerrarp. In other words, based upon the statement that 
both of you gentlemen have made, relative to the status of money 
that accrues, because of miscalculation, over which you have no 
control, the Congress still has jurisdiction over that money? 

Admiral Ciextron. That is correct. 

Mr. Suepparp. Is there any reason to assume that there would be 
any different procedure applied to the particular appropriation now 
before us? 

Admiral CLexton. No, sir. 

Mr. Suepparp. No further questions, Mr. Chairman. 


SUBSISTENCE 


Mr. WiaGieswortH. The second budget activity, “Subsistence,” 
calls for an appropriation of $2,838,000 or an increase of about $140,000 
as compared with the current fiscal year. Funds contained in this 
project are requested to provide for such subsistence for 95 percent 
of the enlisted personnel participating in active duty for training, for 
noon meals furnished enlisted personnel performing inactive duty 
training when the duty or periods of duty concerned total 8 hours 
or more in any 1 calendar day, and for rations furnished hospitalized 
enlisted personnel disabled while performing inactive or active duty 
for training. 

The bulk of the item for subsistence is for inactive reservists. 
There is about $500,000 for subsistence of officer candidates. The 
item is justified on pages 12, 13, and 29 of the justifications. Page 29 
shows the comparison between 1954 and 1955 in terms of numbers 
and dollars for pay units, nonpay units, and officer candidates. 

What can you say about the rate used in this connection? Is the 
rs rate used that we discussed yesterday under ‘Military personnel, 

vavy’’? 

Captain Sticknry. Mr. Chairman, the detailed calculated budget 
requirement on subsistence reserve program is based on the rates 
ashore and afloat comparable to that in the Regular Navy in 1955. 
The rates are: ashore, $1.08 and afloat, $1.24. The calculation is 
based entirely on the number of people in the plan that is reflected 
in budget activities under the various subheads, ‘‘Pay units,” “Annual 
training,” “Surface and aviation,” and “Special training units,” and 


the nonpay units with officer candidates participating in their summer 
training program on cruises. 

It also makes allowance for the subsistence of people who are on 
training duty and who become disabled and are hospitalized. The 
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charge for the subsistence furnished them during any such period 
comes out of this appropriation. 

In making the calculation a 5 percent deduction for absenteeism 
was made on the theory that although they are all entitled to meals, 
there will be about 5 percent of them who actually do not eat the 
meals. 

Mr. Wiacieswortnu. This is the first time this deduction has been 
made; is it not? 

Captain Stickney. Yes, this is the first time—this vear. 

Mr. WiaGieswortn. And when you say “comparable rates’? you 
mean the same rates? 

Captain Stickney. The same rates; ves, sir. 

Mr. Wiace.eswortu. That is why you say the funds contained in 
this budget will provide subsistence for 95 percent of the enlisted 
personnel participating in active duty training? 

Captain Srickney. The 95 percent applies to enlisted personnel 
taking training duty where a general mess is available. The 5 percent 
absenteeism occurs among these personnel. 

Mr. WiceLesworrn. The deduction is not made as to the officer 
candidates? 

Captain Stickney. No; it does not apply to officer candidates. 

Mr. WiaeGLeswortu. How about the rations furnished hospitalized 
enlisted personnel, disabled while performing inactive or active duty 
for training? 

Captain Stickney. As long as they are confined in the hospital it 
is anticipated that meals will be taken at the hospital, and this esti- 
mate provides for that. 

Mr. Wiaa.teswortnu. Are there any questions on “Budget activity 
No. 2,” Mr. Ostertag? 

ABSENTEEISM 


Mr. OsrertaG. Captain, do you have any record of the actual 
percentage of absenteeism? 

Captain Stickney. We do not have the actual record of absentee- 
ism of Naval Reservists on training duty. We have made an estimate 
of that this year, Mr. Ostertag. 

Mr. Osrertaa. You estimate it at 5 percent? 

Captain Stickney. Yes, sir. We do not feel that the studies that 
are being made in the Regular Navy will be particularly applicable 
to the Reserves. In some cases, it would be overall and the Reserves 
are for a shorter period of training and the same percentages could 
not, we think, be made applicable in this case. That is why this is 
5 percent. We used 12.7 percent ashore United States, 7.5 percent 
ashore overseas, and 6 percent afloat for the Regular Navy. 

Mr. SHepparpD. Budget activity No. 2 is based upon itself, justi- 
fying activity No. 1, of the proposal here and is based upon the same 
formula or procedure and would be as reasonably accurate as the one 
made heretofore? 

Captain Stickney. Yes, sir. 

Mr. Suepparp. And perhaps a little more, because you have taken 
into consideration the 5 percent deduction which heretofore has not 
been calculated in the estimate under subsistence? 

Captain Stickney. That is correct, with reference to the actual 
amount of money that will not be spent for subsistence. 
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Mr. SuHepparp. So, in view of the budget preparation you have 
given us a little better estimate, dollarwise, with that in mind, be- 
cause of the fact that you have not had that heretofore. 

Captain Stickney. That is correct, sir. 

Mr. Suepparp. So you are in a little better position on that point? 

Captain Stickney. Yes sir. 

Mr. Suepparp. In making this estimate? 

Captain Stickney. Yes, Mr. Sheppard, in making up the estimates 
we make every effort possible to present an accurate estimate. We 
secure the best statistics and the best facts that we can so that when 
we request the Congress for an appropriation, we will only request 
what is absolutely necessary to carry out the program to be supported. 

Mr. Suepparp. At the end of this fiscal year, there was a surplus 
- the same category and for the same function as was in category 

0. 1? 

Captain Stickney. Yes, sir. 


TRAVEL 


Mr. Wiaeteswortn. Turning to budget activity No. 3, “Travel,” 
the request is $7,033,000, an increase of $1,195,000 as compared with 
the current fiscal year. 

This project apparently provides funds for the travel of naval 
reservists participating in Naval Reserve training programs. 

The justification for this item appears on pages 14, 15, 16, and 30, 
of the justifications. 

TRAINING DUTY 


I notice this is broken down into three projects; the first being for 
training duty, where there is an increase of $899,000 or over 20 percent 
as compared with the current fiscal year. Why should there be a 
20-percent increase in training duty travel in the light of a 10-percent 
increase, as I understand it, for personnel? 

Captain Stickney. In the training duty, there is an increase of 
20.9 percent, Mr. Chairman. This consists of the pay programs with 
an increase of 13.53 percent, attributed to 15,052 increase in number 
of persons performing travel. The special active-duty training shows 
an increase of 10.64 percent and that is attributed to an increase of 
493 in the number of people who will travel. 

The nonpay program, there is an increase of 141.9 percent attrib- 
utable to 7,485 increased number of persons performing travel. 

There is an increase in those taking annual training duty from 
5,513 to 13,000. 


OFFICER CANDIDATE TRAINING 


Mr. WicGieswortu. There is also an increase under officer 
candidate training. 

Captain Stickney. In the officer candidate training program, 
there is an increase of 18.7 percent, and that is due to the increase in 
the NROTC program and the Reserve officer candidates performing 
travel in connection with summer training. 

And we have an increase in travel under disability benefits of 61.11 
percent, and that is based upon an increased participation of more 
people who will fall under disability requirements and who will require 
travel at the termination of their treatment and travel to the hospital. 
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Mr. Wiee.ieswortn. Generally, this reflects an increase in the 
number of personnel traveling, rather than any increase in the travel 
per individual? 

Captain Stickney. That is correct, sir. 

Mr. Wice.teswortn. And the number of persons traveling in the 
increased personnel is relatively no larger than the number of persons 
traveling in the 1954 personnel? 

Captain Stickney. There is a larger number traveling in 1955. 

Mr. Wiceteswortn. Yes, but relatively speaking, there is no larger 
percentage of those on board in 1955 who are in the travel status than 
there were in 1954? 

Captain Stickney. That is correct, sir. 


NROTC 


Mr. Ostertag. Captain, on page 4 of the justifications, under 
“NROTC,” there is an estimate for 1954, the current year, listing 
the number of students, and officer candidates, totaling 16,954 for 
the year 1954. 

If I totaled the list correctly, there is an estimate of 16,921 for the 
next fiscal year 1955? 

Captain Stickney. Yes, sir. 

Mr. Ostertaa. Therefore, the total number of officer candidates 
and the NROTC program is approximately the same; am I correct in 
that assumption? 

Admiral McManzs. Thirty-three less. 

Captain Stickney. That is correct, sir. 

Mr. Ostertaa. Is there a change in the program which would 
require an increase over last year’s travel for that same number, that 
would call for an increase of $285,000? 

Captain Stickney. Mr. Ostertag, in the NROTC, itself, there are 
two cruises, and the total number of people for next year is not neces- 
sarily the same in travel. For example, in 1954, on the cruises for the 
first quarter, for NROTC contract students the number is 1,574; and 
in 1955, there will be 1,838. Those taking their cruise in the fourth 
quarter for 1954, 305; in 1955 it will be 315. 

The Reserve officer candidates in 1954, there were a total of 4,234; 
and we have here, 5,020, in 1955 

Mr. Ostertag. Now, on page 30 of the justifications, in the detailed 
information, I notice 2,000 students listed under initial travel which 
remains about the same in cost, based on a figure of $36 per student. 
I assume that it reflects the average cost? 

Captain Stickney. Those are the input into the program. 

Mr. Ostertac. How do you figure, and what does it cover, the 
number involved in the cruise training duty, that come under the 
head of travel? Is subsistence when they are aboard ship a part of it? 

Captain Stickney. No, sir. 

Mr. OstertaG. In other words, that is just for the travel between 
their home and the school; is that the answer? 

Captain Stickney. Initial travel is from their home to the uni- 
versity or college. 

Mr. Osrertac. On what basis do you establish the estimate for the 
average? For example, on page 30, you have under the first quarter 
cruise 4,510, at a cost of $715,111. 
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Captain Stickney. That is broken down in this way, Mr. Ostertag: 
On that particular item there is a cruise out of Norfolk, 1,356, at the 
rate of $81.29 for a total of $110,229. 

There is also another cruise of 1,356 at $135, total of $183,711. 

Then for aviation and amphibian training, 1,573 members involved 
with a transfer from Norfolk to Corpus Christi, giving one rate at 
$155.34 and the other at the rate of $101.34: total, $403,758. 

We also have 225 undergoing marine training at a rate of $78.05: 
total, $17,561. 

The total of these items should come to $715,111 plus $148 that 
was taken off in rounding off total travel estimate. All of these 
travel costs are calculated as accurately as we can, based on the 
estimated numbers to travel and the distance to travel. 

Mr. Osrerrac. How do you arrive at the average for the base 
shown in the justifications? 

Captain Stickney. We determine the numbers and the distances, 
and calculate it at 6 cents per mile, for the number of trips that will 
be made. 

DISABILITY BENEFITS 


Mr. Osrerrac. Captain, I notice that there is a substantial in- 
crease in disability benefits, which jump from $18,000 in the current 
fiscal year to $29,000 for the fiscal year 1955. Upon what premise is 
that based? That is a substantial increase. 

Captain Stickney. Our items for disability benefits in each of the 
activities in this appropriation show an increase in 1955. It is based 
on the increased number participating. We found that when we had 
a lessor number participating, in fiscal year 1951 than we have had 
during any year since, we actually expended over $202,000 under 
budget activity for pay and allowance. This is more than estimated 
in the budget for the fiscal years 1952, 1953, or 1954. However, we 
have increased the estimates for disability benefits in all budget 
activities in view of this fiscal year 1951 expenditure. Travel has been 
increased accordingly. 

Mr. OstertaG. As I understand it, this item covers funds for 
travel of reservists who are disabled and recovering from disability 
while in inactive training. 

Captain Stickney. Yes. If a man or an officer is on traini 
duty and becomes hospitalized, he continues to draw the pay an 
allowances to which he was entitled while he was on active duty for 
training. This will continue until he is released and goes back to his 
regular civilian occupation. The costs will be paid from this ap- 
propriation. 

Mr. OstrertaG. This is for travel; is it not? 

Captain Stickney. If he has been hospitalized, travel is involved. 
He may be transferred to another hospital. 

Mr. Osrertac. While this is not a large item, I am unable to 
understand why it would bring about such a substantial increase, 
percentagewise, in your requirements, for the transportation of 
disabled personnel. 

Captain Stickney. We apply the same percentage increase for 
travel as we had to for pay and allowances, which were justified on 
the latest information, as reflected by expenditures for fiscal year 
1951. It is based upon the best information available, Mr. Ostertag. 

Mr. Sxepparp. In other words, it is reasonable to assume they 
would be entitled to this travel because, in the first place, if we take 
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X officer or individual, he is transported from one place to another 
to meet the service requirements, and if, for some reason or other, he 
is not incapacitated, he would normally then be transported back 
home. 

Captain Stickney. Yes, sir. 

Mr. Suepparp. However, in this instance, you may have to trans- 
port that particular patient to the hospital, which would increase the 
travel requirements for that reason. 

Captain Stickney. That is correct, sir. 

Mr. SHEepparRD. And assuming that he recovers and is returned to 
active duty during the time allowed, you would transport him from 
the hospital back to active duty? 

Captain Stickney. Yes, sir. 

Mr. SHepparD. Then after he completes his active duty, he would 
then be transported back to his original point; is that correct? 

Captain Stickney. That is correct, sir. 


INDIVIDUAL CLoTHING AND UNiForM GRATUITIES 


Mr. Wiaeteswortn. The next budget activity is for individual 
clothing and uniform gratuities, for which $4,465,000 is requested, an 
increase of $1,148,000 as compared with the current fiscal year. The 
request states that this is for the purpose of providing for the payment 
of initial and quadrennial uniform gratuities to officers of the inactive 
Naval Reserve who qualify under the provisions of law. Initial $200 
uniform gratuities are provided for newly commissioned officers who 
qualify for such gratuities through participation in the Naval Reserve 
program, and qualification for $50 quadrennial gratuities is based on 
eligibility established through periods combining inactive and active 
duty for training or continuous active duty. 

The budget activity is broken down into three projects: uniform 
gratuities, individual clothing, and officer candidate uniforms. The 
overall increase is more than reflected in the second project for indi- 
vidual clothing, and the other two projects reflect a reduction. The 
budget activity is covered on pages 17, 18, 19, and 31 of the 
justifications. 

CLOTHING ISSUES IN KIND 


The big increas®, looking at page 31 of the justifications, appears to 
be in clothing issues in kind, where the funds requested are $2,573,262 
as compared with $1,410,089 in the current fiscal year. What is the 
basis for that increase, Captain? 

Captain Stickney. On the individual clothing item, there is actually 
a 68.18 percent increase. 

Mr. In dollars? 

Captain Stickney. Percentage of dollars. The chief petty officers 
have an initial maintenance allowance which has increased 11.4 per- 
cent, and that covers 784 additional personnel being advanced to the 
chief petty officer rate. They are entitled to an initial cash allowance 
of $150 upon promotion or advance to chief petty officer. The issues 
in kind have gone up 82.49 percent, and this increase results in (a) a 
greater net gain (6) replacement in normal attrition is greater, 
caused by a greater end strength, and (c) a greater replacement re- 
quired due to a lower beginning inventory. By that I mean the actual 
inventory from which we issue will be lower at the beginning of the 
year, and it is considered that in order to keep from hampering the 
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program, we must have at least 3 months supply of clothing available 
for issue. If we do not provide for this, we would come to a position 
where we will not have the clothing to issue to the people who par- 
ticipate in the program. 

Mr. Wiaa_eswortH. How many people did the $1,410,000 for 
clothing issue in kind in the current fiscal year cover? 

Captain Stickney. Mr. Chairman, in fiscal year 1954, after allow- 
ing for the personnel enrolling in the program who have clothing, we 
will require 66,407 complete bags for issue at a total cost of $5,412,170. 
We have 56,001 bags valued at $4,564,081 available for issue. This 
leaves a net requirement of 10,406 bags which cost $848,089. The 

uarterly requirement is one-fourth of $5,412,170 or $1,353,000. 
This can be reduced by $791,000, the value of the clothing to be 
recovered, leaving $562,000 required to maintain stock at a minimum 
level. The $1,410,089 for clothing issues in kind for fiscal year 1954 
in the budget is the sum of the net requirement, $848,089, and that 
required to maintain minimum stock $562,000. 

Mr. Wiae_eswortH. And what would that $5,412,000 requirement 
represent; how many clothing bags? 

Captain Stickney. A total of 66,407 bags. 

Mr. 66,407? 

Captain Sticknry. Complete bags. The requirement in 1955 is 
72,467 bags. 

Mr. How many? 

Captain Stickney. 72,467. And the cost $5,906,061, and in 1955, 
we will have a recovery of $3,974,266, leaving a net requirement of 
$2,573,262, which is the 1955 budget. 

Mr. WiaGieswortH. When you speak of recovery, you mean the 
clothing bags that are turned in that can be reissued? 

Captain Stickney. Yes, sir. 

Mr. Wiaa.Leswortu. Is the price for the clothing bags the same 
for the 2 years? 

Captain Stickney. Yes, the price is the same. 

Mr. Wiaa_eswortH. What is the price? 

Captain Stickney. $81.50. 


UNIFORM GRATUITY, OFFICERS 


Mr. Ostrertac. Under your budget ‘Activity No. 4, individual 
clothing, and uniform tuity”’; I notice there is no decrease in 
uniform gratuity over that of the last fiscal year. However, it is 
estimated that 1,500 officers will move up for uniform gratuities and 
6,000 will be eligible for the quadrennial uniform gratuity, in accord- 
ance with the existing law. 

Will the existing supply meet the requirements? 

Captain Stickney. On initial procurement? 

Mr. Ostertac. The quadrennial requirement? 

Captain STICKNEY. Reserve officers are entitled to an initial 
allowance. 

Mr. Ostertac. Do you mean the Reserves? 

Captain Stickney. Yes; they are entitled to $200 initial allowance 
for uniforms and quadrennially they are allowed $50 to maintain their 
uniforms. 

Mr. Ostrertac. Do you mean $50 annually? 

Captain STicKNEY. No: every 4 years. 
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Mr. Ostertaac. Every 4 years? 

Captain Stickney. It is a little less this year because the number of 
people qualifying for quadrennial allowance is down 352. 

Mr. OstrertaG. This quadrennial allowance, which you speak of, is 
this allowance for the care of the uniforms? 

Captain Stickney. Yes, sir. 

Mr. Osrertac. That is the sole purpose of it? 

Captain Stickney. Yes, sir. 


INDIVIDUAL CLOTHING 


Mr. OsrertaG. Under this budget activity, the increase of $1,- 
886,600 is for the individual clothing, which is nearly a 100-percent 
increase? 

Captain Stickney. That is because inventory at the start of the 

ear was down, and we had to build up the stock. In the long run, 
it does not cost any more if you reflect both years together. 

Mr. Ostertac. Are you stockpiling? 

Captain Stickney. We are not stockpiling; we are ending up this 
year with less than we should have had. It is necessary to keep a 
safe margin. We have a uniform control point in Brooklyn with 
several stations throughout the country where the uniforms are 
issued. A very accurate uniform control program is maintained. 

Mr. Osrertaac. For how many years are you providing such uni- 
forms or supplies? 

Captain Stickney. This is only for 3 months. 

Mr. Wiae@LeswortH. You are getting what you need, plus 3 
months? 

Captain Sricxney. Just to complete 3 months for operation. 
Without that much, so to speak, of stocks, we would not have uniforms 
for personnel, and we would run out of stock. We do not want the 
people to go without uniforms when they become members of the 
Naval Reserve. 

Mr. OstertaG. Would it be possible to borrow from the Regular 
Navy supply? 

Captain Stickney. You still would have to pay for them because 
that is covered in another appropriation, Mr. Ostertag. 

Admiral CLexton. It is all in the naval stock fund account, Mr. 
Ostertag, and anyone requiring it has to pay for it. 

Captain StickNrEy. We must have the funds in this appropriation 
because we have no authority to provide clothing for Reserves from 
another appropriation. 


DRESS REQUIREMENTS—-SWORDS 


Mr. SuHepparD. Admiral Holloway, it is necessary that I direct the 
next question to you, sir. Several of my congressional colleagues 
have requested that I inquire into recent publicized type of dress 
that somebody in the Navy contemplates inaugurating, where the 
Navy now is going back to the carrying of the sword which will 
obviously create the rehabilitation of two uniforms for the purpose of 
appending such accessory. What is the status of that issue as at the 
moment? 

Admiral Hotitoway. It is a fait accompli, Mr. Sheppard. The 
order is out, approved by the Secretary of the Navy. 
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We have a uniform board composed of myself as senior member and 
the Bureau chiefs and representatives from the Office of Naval 
Operations who have gone over the uniform matter carefully over the 
past year. It was the considered and united judgment of that board 
that the sword, and certain other uniform equipments of ceremony, 
be restored. 

The proposal was sent forward by the Chief of Naval Personnel. 
The Chief of Naval Operations concurred and the Secretary approved. 

As a result, I, as the Chief of Naval Personnel, have promulgated 
the order to bring the sword into use for certain stipulated occasions. 

I would be very glad to furnish for the record the order and a copy 
of that part of the regulation which deals with the sword. 

Mr. Suepparp. Order to be effective as of when? 

Admiral Hotitoway. I don’t remember the exact dates. It is a 
phased matter by six-month periods. The older officer is required 
to get them first, the intermediate officer 6 months later and the more 
junior officers 6 months after that. It applies only to the Regular 

vavy exclusive of the Chaplain Corps. The sword is mandatory for 
those I have named and certain Reserve officers who wish to equip 
themselves with the sword may do so on a permissive basis, 

Incidentally, quite a few are so equipping themselves. 

Mr. Suepparp. What is the dollar reflection as said reflection would 
apply to the present appropriation bill? 

Admiral Hotioway. There is no reflection on the appropriation 
bill because these are items of equipment which officers pay for them- 
selves, just like our uniforms, our caps, gold lace on the uniforms, 
and the ribbons, thought the first set of large sized medals, are fur- 
nished by the Government. 

Mr. SueprarpD. Then I would be misinterpreting the issue if I were 
to assume that the $50 every 4 years for overhaul and repair might 
be a reflection by accumulation of said swords. Would I be wrong 
about that? 

Admiral Hottoway. I think you would, sir. The $50 quadrennial 
included in the legislation covers all services. It is for Reserve officers 
on active duty. 

Mr. Suupparp. I understand your statement now. In no manner 
in pay or allowance or otherwise is there any appropriation of the 
taxpayers involved for the swords. 

Admiral Hotitoway. That is correct, sir. That always has been 
the case, as you are aware, and all matters of uniform are the personal 
responsibility of the Regular officers concerned. He has no uniform 
gratuity upon original commission. 

Mr. Suepparp. Please advise the committee of the reasoning 
behind the new regulation on wearing of swords. 

Admiral Hotitoway. It is the belief of a great many of the senior 
officers of the Navy, of which I happen to be one, that certain of the 
amenities and formalities which the Navy has practiced over the years 
are wise and good and healthy, and the sword is one of the complex of 
outward manifestations of discipline and prestige and respect which 
we feel must be restored along with certain other standards. In 
peacetime we build up an accumulation of indoctrination, of loyalties, 
of attitude of heart and mind, of training and education which is the 
very essence and foundation upon which the Navy must build and 
expand when it grows tenfold or more in time of war. 
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Mr. SHepparp. I think you have done a very good job in your 
response. 

Off the record. 

(Discussion held off the record.) 

Admiral Hottoway. Mr. Chairman, with your permission, Admiral 
McManes, who is Assistant Chief of Naval Operations could offer a 
little additional comment on the use of swords and certain amenities 
of the uniform. 

Mr. Wiee.eswortu. We will be glad to have the comment. 

Admiral McManes. I travel around quite a little bit and talk 
with Reserve officers over the country. Since this order came out 
about again wearing the sword, and although it is not required for 
reservists, a very considerable number of Reserve officers have pur- 
chased swords or have ordered them, to the extent that I have learned 
from naval tailors, both here and at Annapolis, that they are swamped 
with orders from Reserve officers, which I think indicates the very 
great regard with which they hold the wearing of the sword. 

Mr. Wiaeieswortn. Off the record. 

(Discussion held off the record.) 
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Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 
Appropriation or estimate. __._____...___... $98, 590,000 | $83, 000, 000 , 000, 000 
Reimbursements from other accounts_-_- 1, 946, 415 2, 122, 700 1, 939, 300 
Total available for obligation. .................-.......- 100, 754, 698 85, 122, 700 77, 939, 300 
Unobligated balance, estimated savings (available for admin- 
istrative reappropriation in subsequent year) 
92, 891, 946 85, 122, 700 77, 939, 300 
Comparative transfer from— 
“Research, Navy’ 225 


“Ships and facilities, Navy” 
Comparative transfer to— 
“Medical care, Navy” 
“Service-wide operations, “Navy” 
“Service-wide supply and finance, Navy’’.............-_- 


—1, 916, 161 
—199, 560 —50, 
86, 262, 008 81, 762, 700 


Norr.—Reimbursements from non-Federal sources above are from proceeds of sale of personal property 


Obligations by activities 


(41 U. 8. C. 231 (¢)). 


Description 1953 actual | 1954 estimate | 1955 estimate 
‘ect Obligations 
Appropriated funds: 
$37, 158,333 | $34. 988, 100 $33, 879, 000 
2. Training, Naval Reserve-_... ----| 10,151, 751 8. 930. 000 8, 202. 000 
3. Naval Academy. .-.......-.- are 7, 481, 969 7, 507. 000 7, 600, 000 
4. Personne] support..........-.- —_— 12, 896. 045 11, 529, 800 10, 669. 000 
5. Other personne! facilities. _.....-. A. 6, 767. 962 7, 435, 100 6, 400, 000 
6. Research and development.......- a 631, 416 450, 450, 000 
7. Departmental administration. -.................-...-.- 9, 009, 834 8, 800, 000 8, 800. 000 
Total obligations from appropriated funds___........- 84, 097, 310 79, 640, 000 76, 000, 000 
Reimbursements from non- Federal sources: 
a ee ee 84, 315, 593 79. 640, 000 76. 000, 000 
Obligations Payable Out of Reimbursements From Other Accounts 
2. Training, Naval Reserve_..........-..- me 288. 500 307, 000 307. 000 
156. 300 89. 000 89. 000 
265. 175 320. 700 282, 000 
5. Other personne! facilities. ............... ie 228. 300 243, 000 98, 000 
Total obligations payable out of reimbursements from 
1, 946, 415 2. 122, 700 1, 939. 300 
Total obligations. - - ~ 86, 262, 008 81, 762, 700 77, 939, 300 
Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
Summary of Personal Services 
Total number of permanent positions. ____- ok 10, 765 9, 847 9, 766 
Full-time equivalent of all other positions. - 37 37 
Average number of all employees--.............-.---.--------- 10, 266 9, 647 9, 602 
Average salaries and grades: 
General schedule grades: 
84.3 GS+4.4 GS-44 
Crafts, protective, and custodial trades: 
Professors and instructors: Average salary... .. $6, 901 $7, 118 $7, 116 
Ungraded positions: Average salary................-.-.-.- $3,750 $3,772 $3,772 


| —4, 980, 527 
—76, 014 | —41, 000 
| 77,999, 300 
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Obligations by objects—Continued 


| 
Object classification 1953 actual 1954 estimate 1955 estimate 
| 
Summary of Personal Services | 
Personal service obligations, civilian: 
$38, 218,208 | $36, 871, 551 $36, 737, 335 
Other positions _ - 115, 472 | 124, 005 123, 671 
Regular pay in excess of 52-week base_- 143, 415 138, 682 139, 117 
Payment above basic rates.........,.........--.-.-.--..-.- 725, 169 | 672, 655 664, 006 
Total personal service obligations. 39, 264 | 37, 806. 893 | 37,664,129 
Appropriated funds: | 
01 Personal services: | 
Civilian . 38, 662,934 | 37, 285,793 37, 143,029 
Military eos 1, 671, 671 749, 800 | 564, 000 
02 Travel : 2, 169, 149 | 2, 170, 600 | 2, 223, 200 
03 Transportation of things. a 335, 137 304, 900 | 290, 800 
04 Communication services. 793, 704 | 763, 200 1, 780, 580 
05 Rents and utility services... .. 4, 634, 709 4,71, 300 | 4, 906, 800 
06 Printing and reproduction 3,064, 891 | 77,317 | 2, 611, 180 
07 Other contractual services - —_- 14, 382, 851 2 635, 000 9, 880, 276 
08 Supplies and materials.............-- ie beni 13. 282,822 | 14, 283,050 | 13, 972, 315 
4, 777, OM4 3, 469, 900 2, 282, 020 
11 Grants, subsidies, and contributions.._._.._-_.____- 98, 887 } 100, 500 | 106, 000 
12 Pensions, annuities, and insurance claims_...........- 49, 850 | 56, 700 | 63, 600 
15 Taxes‘and 172, 721 | 171, 940 176, 200 
Total direct obligations from appropriated funds... 84,097,310 | 79, 640,000 76, 000, 000 
Reimbursements from non-Federal sources: | | 
Total | 4, 315, , 593 79. 640, 000 76, 000, 000 
Obligations Payable Out of Reimbursements From Other Accounts «= ca | 
01 Personal services__......-- seseeeneeneen-=----| 539, 330 | 521, 100 | 521, 100 
@& Communication services.............-............-..--..- 6, 693 | 6, 800 6, 800 
@6 Rents and utility services................................. 359, 352 | 366, 700 | 209. 800 
06 Printing and reproduction ._..................-........... 10, 260 10, 300 | 10, 300 
@7 Other contractual services... ..........-........-..-..-... 292, 280 311, 500 | 311, 500 
560, 862 639, 800 | 439, 800 
177, 498 | 366, 500 | 350, 000 
Total obligations payable out of reimbursements from 
1, 946, 415 2, 122, | 700 } 1, 939, 300 
86, 262,008 | 81,762,700 | 77, 939, 300 
Analysis of expenditures 
| 1953 actual | 1954 estimate 1955 estimate 
Unliquidated obligations, start of year_....................... | $25, 302.643 | $15, 999, 988 $18, 480, 558 
Obligations incurred during the year.......................... | 92, 891, 946 | 85,122,700 | 77, 939. 300 
118, 194, 589 | “101, 122, 688 96, 419, 858 
7 in obligations of prior years..................- 3, 296, 301 519, 430 | subbiebnnees 
} 2, 164, 698 | | 2, 122, 700 1, 989, 300 
Unliquidated obligations, end of year. ...................- 15, 999, 988 | ae 480, 558 | 15, 480, 558 
| 96,032, 534 | 80,000,000 | 79, 000, 000 
Expenditures are distributed as follows: j 
Out of current authorizations. | 77,243,690 | 65, 794.000 61, 542, 000 


Out of prior authorizations 18, 788, 844 14, 206, 000 17, 458, 000 


Mr. Wiceieswortu. This next item is “Navy personnel,” general 
expenses. There is a request for $76 million, a reduction of $7 million, 
as compared with the appropriation in the current fiscal vear. 

May we have the obligation and expenditure figures as of December 
31, 1953. 
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Captain Srickney. Obligations of December 31, 1953, $40,574,200. 

Expenditures, December 31, 1953, $29,407,727. 

Mr. Wiaciesworrs. Is there any unobligated carryover antici- 
pated as of June 30, 1954? 

Captain Srickney. At this time we do not anticipate any unob- 
ligated balance at the end of the fiscal year, sir. 

Mr. WieG.eswortru. Without objection we will include pages 2 to 
4 of the justifications entitled ‘Appropriation Introduction.” 

(The information requested follows:) 


JUSTIFICATION OF ESTIMATES FOR FiscaL YAR 1955 
NAVY PERSONNEL, GENERAL EXPENSES 


Appropriation introduction 


Fiseal year | Fiscal your Fiscal year 
1953 1954 1955 
| 


84, 097, 310 | 79, 640, 000 


justments (transfers, balances, ete.) ................-.-- = —i, 492, 690 | —3, 360, 000 


Total obligations payable out of appropriated funds_____ 


Appro ppropri $98, 590, 000 | $83, 000, 000 | $76, 
| 76, 000, 000 


The financial support for all programs within the mission of the Bureau of 
Naval Personnel, other than military personnel costs, is provided by this appro- 
priation. The mission of the Bureau includes responsibility for the recruiting 
and procurement of all naval personnel, Regular and Reserve, officer and enlisted; 
the individual and group training of such personnel, except air and medical; the 
distribution of personnel to fleet and shore activities; the administration of their 
training, welfare, promotion and discipline; selection and education of Naval 
Academy and Naval Reserve Officers’ Training Corps midshipmen and other 
officer candidates; and the conduct of a continuing research program aimed at 
improving the selection, placement, training and utilization of military manpower. 

Tn order that the budget estimates may be presented in a pattern which will 
aid i in an analysis of the program requirements, a continuous review of the pattern 
is maintained. This estimate is presented in a format similar to the fiscal year 
1954 budget estimate with the exception of the function, ‘‘Procurement of military 
personnel.” This function has been transferred from budget activity 5 to budget 
activity 4. This will not only aid in the review but will provide greater ease in 
the administration of the function within the organization of the Bureau. 

The estimate for budget activity 1 includes an item for the purpose of reim- 
bursing the Post Office Department for the transmission of Government mail 
matter in accordance with Public Law 286, 83d Congress. 

Each year, in contemplation of the budgetary requirements, the planned 
operations and allied policies for that year generate ‘changes in emphasis in certain 
areas, while in others the requirements remain static. In fiscal year 1955 the 
personnel plans for the active Navy call for an average strength of 705,734. To 
maintain this planned strength, it will be necessary to conduct recruiting at an 
accelerated rate. This is due to the termination of an abnormally large number of 
enlistments during 1955. Emphasis continues to be placed on recruitment of 
Waves to be utilized in billets ashore. The Naval Reserve program is planning 
rapid expansion toward full approved strength. 

The training program will be geared to produce trained personnel for replace- 
ment of personnel lost through termination of enlistments, retirements, and other 
types of attrition. In addition, training programs will reflect a continuation of 
instruction in all phases of naval science. Included in the programs are training 
in the operation of technical equipment of latest design; in the conduct of modern 
warfare, such as guided missiles, underseas strategy, antiaircraft defense, damage 
control and fire fighting; as well as postgraduate instruction in technical, manage- 
ment command, and staff areas. Specific attention will be given to the types 
of training inv olving officer candidates, petty officers and functional or team 
training. As an aid to better and more rapid qualification of personnel for their 

ranks and rates, continuing emphasis is being placed on correspondence courses, 
and the development and use of audiovisual training aids and synthetic train- 
ing devices. 


195 


The facilities and establishments required for accomplishment of the mission 
of the Bureau for training, housing, and disciplining of personnel will be main- 
tained at a level sufficient to insure continued, safe, and uninterrupted operation 
and, to the greatest degree possible, prevent uneconomical deterioration of struc- 
tures and utility systems. An estimate of $350,000 has been added to funds 
requested for operation and maintenance of Naval Reserve training centers. Of 
this sum, $300,000 is for a proportionate share of the costs of the maintenance of 
armories in the State of New York and $50,000 i. to provide for the conver ion 
of four heating plant. from manual to automatic operation. These armories have 
been maintained by the State and jointly used by Naval Reservists and Militia, 
at no cost to the Navy. The Governor of New York has recently requested the 
Navy to assume its proportionate share of the operating and maintenance costs. 

In the research and development program in 1955, emphasis will continue to 
be placed on development of effective utilization of manpower, especially in the 
fields of manpower requirements and placement, the use of submarginal man- 
power, military manpower control, and development of specific personnel require- 
ments with respect to antisubmarine warfare, guided missiles, advanced under- 
seas weapons, and other advanced operational specialties. 

The estimate for the Chaplains’ Service, which provides media for protection, 
encouragement, and direction of personnel of both the Navy and Marine Corps 
in the realization and development of moral, spiritual, and religious values, con- 
tinues to reflect recognition of the Navy’s responsibilities in this area. 

Centralized administration and management direction of the many functions 
performed in the field in support of the Bureau’s mission is provided in the Bureau 
of Naval Personnel. The organization of the Bureau, the work performed, and 
the staff employed are related not only to the active-duty strength of the Navy 
and the strength of the Naval Reserve but to the continuing load generated by 
former Naval personnel in the way of providing information and documents based 
on inactive personnel records. 

The budget estimates as presented provide minimum funding requirements for 
the multiple functions within the responsibility of the Chief of Naval Personnel 
in support of the Navy’s mission. 


Mr. WiccLeswortn. Your general statement made yesterday 
covers this appropriation? 
Admiral Hottoway. Yes, covers the general matter. 


COMPARATIVE TRANSFERS 


Mr. Wiae.ieswortn. I note in our worksheet a statement that the 
$76 million item requested includes $129,000 for activities previously 
carried under appropriations as follows: 

Aircraft and facilities, Navy, $63,000; Research, Navy, $66,000; and 
that it excludes $3,621 000 for activities transferred in the estimates 
as follows: 

Civil engineering, Nav , $2,455,000; Medical care, Navy, $41,000; 
Servicewide operations, Navy, $1,075,000; Servicewide supply and 
finance, Navy, $50,000. That shows a net of $3,492,000 available in 
the current fiscal year which is not reflected in the $76 million. Is 
that right? 

Captain Stickney. That is correct, sir. 

Mr. Wiaeieswortu. To state the matter the other way around, the 
reduction in the request before the committee at this time on a com- 
parable basis would amount to $3,640,000. 

Captain Stickney. Yes, sir. 

Mr. Wicciesworts. Will you explain briefly why these different 
transfers are made? 

Admiral Hottoway. Mr. Chairman, we do not have it immediately 
available. We will supply that information. 

Mr. Wieeieswortu. Please furnish for the record the basis on 
which each of these six transfers has been made. 

(The information requested is as follows:) 
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CIVILIAN PERSONNEL 


Mr. Wiae.esworrn. Admiral, I would like to have inserted at 
this point in the record the tables that Admiral Clexton is preparing 
for us which will show the civilian personnel picture for fiscal 1953, 
1954, and 1955 broken down into graded and ungraded personnel. 

(The information requested is as follows:) 


Average civilian employment 


Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 
Appropriation | 
| Amount Amount Amount 
Navy personnel, general expenses. -_..... 10, 266 $39, 202, 264 | 9,647 |$37, 806,893 | 9,602 | $37, 664,129 
5, 912 22,774,809 | 5,644 | 22,376,069 | 5,583 | 22,141,342 
| EARS SESE ee 4,354 | 16,427,455 | 4,003 | 15,430,824 | 4,019 15, 522, 787 
Admiral Ciexton. I have the usual civilian personnel tables for : 


inclusion in the record at this time. 
(Exhibits IA and IB follow:) 


Average civilian employment by budget activity 
NAVY PERSONNEL, GENERAL EXPENSES 


Fiscal year 1953 Fiseal year 1954 Fiscal year 1955 
(actual) (estimated) (estimated) 
Man- Man- Man- 
years Obligations years Obligations years Obligations 
1 2 3 4 5 6 7 
Total employment._____._....-.- 10, 266.0 |$39, 202, 264 | 9, 647.0 |$37, 806,893 | 9,602.4 | $37, 664,129 
I. By source of funds. _...........---. 10, 266.0 | 39, 202, 264 | 9,647.0 | 37,806,893 | 9,602.4 | 37, 664, 129 
(a) Budget 1—train- 
Se, a ae 4,463.7 | 17,818,859 | 4,191.4 | 17,018,200 | 4,194.8 17, 053, 200 


Current-year funds (di- 
4, 17, 274, 434 | 4, 4 | 16,472,900 | 4,078.8 16, 556, 600 
Prior-year funds_____.-- 46, 870 3.0 48, 700 


Reimbursements... 16. 497, 555 ue. 0 496,600 | 116.0) 496, 600 
(0) Budget activity 2—train- 
ing, Naval Reserve....-_- 229. 4 705, 522 116.4 370, 000 143.4 474, 200 


Comet -year funds (di- 


1,397.2 | 5,621,812 | 1,352.4 | 5,544,400 | 1,355.4 5, 560, 700 


RA EES 1,390.2 | 5,595,146 | 1,350.4 | 5,536,700 | 1,353.4 5, 553, 000 
Reimbursements. piaeals 7.0 26, 666 2.0 7, 700 2.0 7,700 


ekbcshaininimttial 1, 226.1 | 4,129,585 | 1,108.2 | 3,928, 293 | 1,050.4 3, 611, 329 


funds (di- 
rect) - ------| 1,226.1 | 4,129,585 | 1,108.2 3,928,293 | 1,050.4 3, 611, 329 


fF 229. 4 705, 522 116.4 370, 000 143.4 474, 200 
(c) Budget activity 3—Naval 
Academy 
Current-year funds (di 
(d) Budget activity 4—person- = 
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Average civilian employment by budget activity—Continued 
NAVY PERSONNEL, GENERAL EXPENSES—Continued 


Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 
(actual) (estimated) (estimated) 
} 
Man- Man- | | Man- | 
years Obligations) years |Obligations years Obligations 
1 2 3 4 5 6 7 
I. By source of funds—Continued 
(e) Budget activity 5—other | 
personnel facilities... ____ 677.0 | $2, 592,081 663.0 | $2, 608, 200 662.0 $2, 612, 700 
Current-year funds (di- | 
668.0 | 2,558,083 | 652.0 2,562,500 658.0 2, 595, 900 
Prior-year funds_____- 5.0 18, 889 | 7.0 28, 900 0.0 0 
Reimbursements. ---_-- 4.0 15, 109 | 4.0 16, 800 4.¢ 16, 800 
and development... _.__- 68.8 343, 807 73.6 387, 800 73.4 392, 000 
Current-year funds (di- } 
rect). 68.8 343, 807 | 73.6 387, 800 73.4 392, 000 
Reimbursements = 
mental administration 2, 203. 8 7,990,598 | 2,142.0! 7,950,000 | 2,123.0 7, 960, 000 
Current-year funds (di- 
rect) 


Prior-year funds 


2,203.8 | 7,990, 598 | 2,142.0 | 7,950, 000 | 2,123.0 | 7, 960, 000 


| 
| 


|| 9,647.0 | 37,806,893 | 9,602.4 | 37, 664, 129 


(a) Under own ceiling control__| 9,984.8 | 38,059,756 | 9,431.0 | 37,010,778 | 9,394.4 | 36, 903, 574 
(6) Under other ceiling control 22 | 1, 142, 508 216.0 796, 115 | 208. 0| 760, 555 


LAUNDRY SERVICE, NAVAL ACADEMY 


Total employment__.........---- 161.0 $373. 504 141.1 $346, 400 | 141.2 $346, 500 

I. By source of 161.0} 373,508} 141.1} 346,400 | 141.2 346, 500 
Reimbursements..............- | 161.0 | 373,504} 141.1 346. 400 141.2 | 346. 500 

Il. By ceiling control..........-.------ 161.0} 373, 508 | 141.1 | 346, 400 | 141.2 | 346, 500 
Under own ceiling control _- 161.0 373,504 | 141.1 346, 400 141.2 | 346, 500 


| 11. By coiling | 30, 200, 64 
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Civilian employment, management basis, on board at the end of the fiscal year— Bureau 
of Naval Personnel 


June 30, 1954 June 30, 1955 
June 30, 1953 (actual) (estimated) (estimated) 
Source of funds 
Un- Un- Un- 
Total | Graded) graded Total | Graded graded Total | Graded graded 
1 2 3 4 5 6 7 8 9 10 


I. Total under own ceiling 
10,477 | 5,891 4,586 | 9,885 | 5,730 | 4,155 | 9,822) 5,639 4, 183 
Il. Under own financial 
and ceiling control, 
9,951 | 5,764 | 4,187 | 9,607 | 5,647 | 3,960] 9,544) 5,556 3, 988 

1. Navy personnel, 
general ex- 

9,699 | 5,736} 3,963 | 9,347] 5,618 | 3,729) 9,284) 5,527 3, 757 


Naval Acad- 


111. Under own ceiling con- 
trol, but financed by 
outside sources, sub- 
RE Le 526 127 399 278 83 195 278 83 195 


Mr. Wicciesworts. Are there any general questions before we 
take up the budget activities? 

Mr. Ostrertac. No questions. 

Mr. SuepparpD. No questions, Mr. Chairman. 

Mr. WiccieswortnH. This item is broken down into 7 budget 
activities, as appears on page 6 of the justifications; 4 of them reflect 
decreases, 2 of them being the same as for the current fiscal year, 
1 showing a slight increase giving an overall reduction on a comparable 
basis of $3,640,000. 

Navy 


The first budget activity is entitled “Training, Navy,” with 3 
subheadings appearing on pages 9 to 27 of the justifications. 


DIRECT TRAINING AND INSTRUCTION 


The major item in the breakdown by project is the first item for 
direct training and instruction, for which $9,336,700 is requested, a 
reduction of $845,400. This is said to be for the purpose of providing 
for the formal training and education of military personnel durin 
fiscal 1955 and for necessary supporting services to accomplis 
well-rounded training programs. 

Admiral Hotioway. On this direct training and instruction, it 
follows essentially the pattern of previous years. It has been sub- 
jected to minor adjustments which reflect the numbers of certain cate- 

ries of officers available for certain types of instruction. It keeps 
in sharp focus the Navy’s long-range program of both professional and 
technical education of its officers. 

It also reflects a moral commitment of which the Navy is very 
proud, which is called the 5-term program, wherein we undertake to 


. Laundry service, 
Naval Acad- 
a 146 4 142 152 5 152 5 147 
3. Midshipmen’s 
store fund, 
MP ncsscedeces 106 24 82 108 24 108 24 84 4 
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give the equivalent of 5 terms of college to all the transferred officers 
of World War II who have had no previous college education, because 
many of them in their patriotism came into service before the comple- 
tion of their education. The 5-term program is a part of the plan to 
bring a transferred officer up in both professional and academic educa- 
tion to his Naval Academy contemporary. 

It is a very fine investment both in morale and in technical and 
professional efficiency. 

Mr. Wiaeieswortn. Under the heading, “Field Training Pro- 
grams,” there is a request for $6,154,500, reflecting a decrease of 
$612,300 as compared to current fiscal year, and we have an item for 
officer training, an item for enlisted training, and an item for functional 
training. 

Admiral Hottoway. Perhaps, Mr. Chairman, some brief remarks 
on functional training might be of interest to the committee. 

As you know, we are continually adopting modern and advanced 
equipment. Guided missiles is one good example. We gather 
teams together which grow up with the development of guided mis- 
siles installation and learn how both to maintain it in a technical 
sense and to operate it in an operational sense. That is a most 
important program, particularly in this time of transition in the field 
of complex and modern weapons. 

Mr. Wiacieswortn. For officer training there is a breakdown on 
page 12 showing the comparative numbers and costs for the years 
1953, 1954, and 1955, for the Armed Forces Staff College; Naval War 
College; Postgraduate School, Monterey, Calif.; 5-term program; 
——- instruction at civilian institutions; and other officer 
schools. 

Admiral Hottoway. Mr. Chairman, the reduction in “Other 
officer schools” is represented by a consolidation of effort as our fine 
postgraduate school at Monterey develops them. 

Mr. Wiaccieswortn. The number to be trained seems to be 
400 at the Armed Forces Staff College, the same as previously. 

Admiral Hottoway. Yes, sir. 

Mr. WicatrswortH. The number at the Naval War College 
increases from 252 to 295. 

The number at the Postgraduate School of Monterey shows reduc- 
tion of about 200 to 1,637. 

The five-term program shows increase of 50 to 480. 

The number at postgraduate instruction at civilian institutions is 
305, the same for both years. Then there is the reduction the admiral 
just referred to from 10,605 to 9,798 in other officer schools. 

(Discussion held off the record.) 


POSTGRADUATE AT CIVILIAN INSTITUTIONS 


Mr. WiaeteswortH. There was some discussion a year ago about 
the postgraduate instruction at civilian schools. I shall appreciate it 
if you will insert in the record a breakdown of the number which you 
contemplate sending to these institutions classified by institution 
and cc tg to be taken, that is law, medicine, engineering, or whatever 
it may be. 

Admiral Hotitoway. Mr. Chairman, I will furnish this for the 
record but I will briefly go over it for the interest of the committee 
at the moment. 
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(Discussion held off the record.) 
(The information requested is as follows:) 


Postgraduate training at civilian institutions 


Fiscal year 1954, Fiscal year 1955, 
students students 


Institution and course 


Academic} Summer | Academic} Summer 
year term year term 
2. University of California: 
3. University of California at Los 
. California Institute of Technology: 
6. Carnegie Institute of Technology: Metallurgical engineering. 
7. University of Chicago: Advanced science 
8. College of Aeronautics, Cranfield, England (civilian ‘insti-. 
9, Columbia University: 
11. Georgia Institute of Technology: Textile engineering 
13. George Washington University: 
Comptrollership..- 
Law 
Bar examinations 
14, Harvard University: 
15. University of Illinois: 
Civil engineering (advaneed, including vat 
16. Lehigh University: 
17. Massachusetts Institute of Technology: 
Nuclear engineering (including 
Naval construction and engineering (summer only) __---| ------- 19 
18. University of Minnesota: 
19. University of Michigan: 
20. Ohio State University: engineering 
21. Union Theological Seminary: 
22. University of Pittsburgh: 
Management engineering 
23. Princeton University: 
Civil (advanced) (including summer) 
24, Purdue University: 
25. Rensselaer Polytechnic Institute: 
Civil engineering (including summer and refresher) - 
Civil engineering (advanced) (including summer). 
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Postgraduate training at civilian institutions—Continued 


Fiscal year 1954, | Fiseal year 1955, 


students | students 
Institution and course 
| Academic} Summer | Academie} Summer 
| year term | year term 
} 
26. Scripps Institute: Oceanography .........................- | 3 a 4 
27. Stanford University: } } 
Business administration. } 21 26 
Personnel administration and training_- 5 
28. Swiss Federal Institute of Technology: Advanced courses, | } 
29. University of Virginia: Advanced science__- 1 l 
30. Webb Institute: Naval construction (including summer) 12 12 
31. Yale University: Advanced tin 2 | 1 | 
11953. 
21954. 


RECRUIT TRAINING 


Mr. Wiaeiesworrn. Under enlisted training there is a similar 
breakdown at page 13 of the justifications. It shows an increase in 
recruit training as compared to the current fiscal year from 71,538 to 
85,465, and a decrease in those at service schools from 71,388 to 63,486. 

Admiral Hottoway. May I interpolate for the benefit of the com- 
mittee at that point, Mr. Chairman? 

The number of people in recruit training is directly related to the 
number of anticipated losses from the service. If we anticipate for 
fiscal year 1955 an algebraic loss of 85,000 we must with appropriate 
lead times bring into service new personnel and give them recruit 
training to that exact number. 

Mr. Wiaeieswortn. In other words, the iacrease i recruit training 
means that the losses in 1955 are greater than they were in 1954? 

Admiral Hottoway. Yes, sir; although we are coming down. 
Actual losses may be at a much larger figure than 85,000. Some of 
the losses are absorbed in our reduction of force. The 85,060 is a 
major portion, the number actually required to replace losses in order 
to come to the end strength specified by this budget and by the 
Secretary of Defense. 

The service school reduction is due to our careful screening to do 
every bit of our training in an on-the-job status as much as possible. 
Certain of our service school training must be done ashore. For 
instance, we cannot disable a radar upon which a ship’s safety is 
dependent to instruct people. Therefore in certain essential technical 
fields we have service schools ashore which are exceedingly well de- 
veloped, and I hope some of the committee can look at some of the 
schools at great length in San Diego. They are remarkable devel- 
opments. 

Mr. WieeieswortsH. Functional training shows a breakdown on 
page 14 of the justifications. You have already referred to that 
briefly. 

I note the justifications indicate, among other things, that this 
program includes instruction for officer and enlisted personnel in such 
group or team functions as amphibious warfare, fire fighting, anti- 
submarine warfare, air defense, and advanced base construction. 
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The numbers involved decrease about 1,500 to 10,081, with a 
reduction in dollars of $133,900. 

Are there any questions on this field training program, which is the 
big item under this project? 

Mr. Ostertag? 

Mr. Osrertaa. I have no questions. 

Mr. Mr. Sheppard? 

Mr. Suepparp. I have no questiors. 


SUPPORTING SERVICES AND CORRESPONDENCE COURSE CENTER 


Mr. Wiaaiesworts. This project also covers Supporting Services 
and Correspondence Course Center—under Supporting Services at 
page 15, for which $2,601,500 or about $233,000 less than for the 
current fiscal year is requested. The justifications state, among other 
things, that: 


This subproject provides the officer, enlisted and functional training schools 
with suitable books, texts, evrricula and other publications for use in the training 
process and audiovisual training aids such as charts, models, and mockups which 
are especially designed to assist in specific training courses. The estimates are 
based on established requirements for adequate training and parallel the expan- 
sion and modernization of training programs. An important element in the 
production of training materials is the Navy Training Publication Centers, 
which develop the training manuals used for rate training and advancement in 
rating, curricula for Naval Reserve training, texts used in correspondence courses 
in naval subjects by Regular Navy and Naval Reserve personnel, and other 
similar materials. The work planned to be accomplished by these activities, 
including both the production of new material and of revised editions to keep 
pace with technological advances and modified operations] procedures, will con- 
tinue without significant change. In addition, funds are provided for the pro- 
duction of synthetic training aids and devices urgently required at shore-based 
fleet training facilities and for the training of personnel assigned to fleet units. 
These devices, many of which are of a highly complex nature, not only facilitate 
instruction in the use of ship-board equipment by simulating operational and 
combat conditions, but accomplish the desired instruction without diversion of 
ships and personnel from the primary missions to which assigned. Provision is 
also made under the information and education program to support voluntary 
off-duty educational opportunities for both enlisted and junior officer personnel 
in order to supplement regular Navy training and to assist in raising the educa- 
tional level of naval personnel to the overall benefit of the Navy: and through 
an information program develop pride in the Navy and an intelligent interest in 
affairs of concern to all citizens. The decrease in 1955 results primarily from 
the reduction in requirements for special devices. 


PROCUREMENT OF TRAINING PUBLICATIONS 


I see you are requesting $785,600 for procurement of training publi- 
eations and $448,100 for naval training publication centers, and 
=." for information and education. What do those items com- 

rise 
¥ Captain Stickney. Procurement of training publications includes 
printing and reproduction by Government Printing Office, commercial 
procurement of texts and references for the training programs, con- 
tractual production of electronic and electrical curricula, commercial 
procurement of texts and reference for correspondence courses and 
contractual production of enlisted correspondence courses. Navy 
training publications centers, appearing on page 16 of the justification, 
are established to prepare training publications cham t in training 


personnel in the Regular Navy and Naval Reserve. Publications 
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produced for the centers are confined exclusively to professional and 
technical naval subjects which cannot be procured from commercial 
sources. 

INFORMATION AND EDUCATION 


Mr. Wice_eswortn. What is included in the small item of infor- 
mation and education? 

Admiral HotLtoway. Information and education materials. A, 
provides for the procurement of language materials to be used by 
naval personnel ashore in foreign countries. Each ship sailing to a 
foreign area carries a regional kit of assorted language materials appli- 
cable to each country likely to be visited. 

B, provides for special informational materials on national and inter 
national affairs; the contractual production of manuscripts for pam- 
phlets of special interest such as the one on overseas liberty; the pro- 
curement of language texts which supplement other language materials 
of a simplified nature; and the procurement of miscellaneous texts 
and tests for use in conduct of I and E programs. 

Those programs are priocipally carried forward at the recruit train- 

fr. WiccLeswortH. Are there any questions on pages 15 to 17 
inclusive, supporting services or correspondence course center? 

Mr. Osrerraa. I have none. 

Mr. Suepparp. No questions. 


OPERATION AND MAINTENANCE 


Mr. WiacieswortH. Under Project 1—B, operation and mainten- 
ance, there is a request for $23,542,300 as compared with $24,806,000 
in the current fiscal year, covering the operation and maintenance of 
the active Navy training establishments uader the cognizance of the 
Chief of Naval Persoonel, with the exception of the Naval Academy. 
It further covers certain costs in connection with other Bureau of 
Naval Personnel training activities which exist as tenants at facilities 
under the management control of other Navy bureaus and offices. 
The training programs under the cognizance of the Chief of Naval 
Personnel are stated to require the operation of 23 training facilities 
and the provision of support for 40 tenant training activities. 

Reduction of about $1 million is indicated as compared with the 
current fiscal year. 

How many training facilities do we have in the current fiscal year 
under the cognizance of the Chief of Nava] Personnel and how many 
in tenant training activities? 

Admiral Hottoway. Twenty-three, sir; and 40 tenant. 

Mr. WieGiesworrn. The same number for both years? 

Admiral HoLttoway. Same number, sir. 

Mr. Wiaeieswortn. There is a detailed list, I take it, of those 
facilities appearing at pages 21 to 26 of the justifications? 

Admiral Hotioway. Yes, sir. 

Mr. WieGLeswortH. Most of the items for maintenance and opera- 
tion show a reduction in 1955 as compared with the current fiscal year. 
There is a slight increase requested for Naval Training Center at 
Bainbridge, Md. What is that for? 
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Captain Stickney. Net increase in Bainbridge is $19,400. It 
reflects an increase of $128,000 for additional requirements of utilities 
due to revised plan for recruit training and a decrease of $108,000 for 
special projects and equipment. 

Mr. Wiae.Lesworts. There is an $86,000 increase for Fleet Sonar 
School in San Diego. That is apparently in the special projects and 
equipment item. 

Captain Stickney. That is for the repair of two piers at the school. 

Mr. WiaG.iesworts. For the Naval Supply Corps School at Athens, 
Ga., an increase is requested from $250,000 to $375,000. 

Captain Stickney. That is for a full year’s operation at the supply 
school in Athens. 1955 will be the first year it will be in operation 
for a full year. 

Mr. Wiae.eswortn. Are there any questions on operation and 
maintenance? 

Mr. OsrertaG. No questions. 

Mr. Suepparp. No questions. 

Captain Stickney. May I add a comment at this point? 

Mr. Wiacieswortu. Yes. 

Captain Stickney. This particular project of maintenance and 
operation is for all of our training activities except the Naval Academy 
and Reserve training centers. We have made the most careful and 
accurate estimates we can. We have found since the submission of 
this budget estimate that wage boards in the field have increased 
wages to such an extent that we have already, in this particular 
activity, an increase of $251,206 for salaries which is not included in 
budget estimate. This will have to be absorbed in fiscal year 1955. 
How much more it will be by the end of fiscal year 1955 we have no 
way of estimating. 

rw Suepparp. How many geographical areas have they covered 
so far? 

Captain Stickney. The increases we have received so far are from 
the supply school at Bayonne, N. J., training aids center at Brooklyn, 
ae Naval Training Center, Great Lakes, Naval Training Center, 
San Diego, amphibious base, Coronado, combat information center 
at San Diego. So it is the New Jersey area, around the Great Lakes, 
and in southern California. 


TRANSMISSION OF GOVERNMENT MAIL 


Mr. Under project 1—-C, ttfansmission of Govern- 
ment mail, there is a request for $1 million, to provide funds to reim- 
burse the Post Office Department for transmission of Government 
mail, both departmental and field, in accordance with Public Law 286, 
83d Congress. 

This is a new item, of course? 

Admiral Hottoway. Yes, sir. 

Mr. Wiactesworrtn. I judge this is a pretty rough estimate inas- 
much as experience factors are not available. 

Admiral Hottoway. That is right. 

Mr. Wiae.tesworru. How did you arrive at this figure? 

Admiral Hottoway. I will ask somebody to help me with that, 
but I would assume by the number of pieces of correspondence. 
Is that correct, Mr. Budget Officer? 
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Commander Rirs. That is correct. We have been counting the 
pieces in the field, and we have been receiving reports. This actual 
bill is paid for by the Secretary’s office. They get the reports and 
we also get the reports, and we have to transfer the money to them 
to pay the bill. We estimate the bill as of December 31 to be $400,000. 

Mr. Wiceciesworts. For the first 6 months of the fiscal year? 

Commander Rirr. Yes, sir. That is, from effective date of the 
act, August 15. At the time we estimated this our largest activity 
was not in, that is our largest mailing activity was not in. Whether 
we are high or low in our estimate I couldn’t say at this point. 

Mr. SHepparp. Is it reasonable to assume $1 million request for 
transmission of mail is predicated on the premise of getting more 
realistic expenditure from the respective departments? 

Admiral Hottoway. I would assume that, Mr. Sheppard. 

Mr. Suepparp. Comparable with the new budget concept of having 
departments stand on their own feet expenditurewise? 

Admiral Hottoway. Yes, sir. 

Mr. WiaGLeswortn. This expenditure is navywide? 

Admiral Ciexton. In each appropriation. 

Mr. WiaGLteswortH. Do you know what the overall estimates are? 

Admiral CLextron. Between 7 and 8 million dollars total. If you 
wish I can put it all together somewhere in the budget. 

Mr. WiaGteswortn. I| think it would be interesting. 

(The following statement was furnished for the record :) 


Estimated penalty mail costs included in fiscal year 1955 appropriation estimates 


Amount, fiscal 


Appropriation year 1955 
Civil engineering, Navy P $300, 000 
Servicewide operations, Navy 326, 000 


Servicewide supply and 900, 000 


Ordnance and facilities, 
Aircraft and facilities, Navy. 
Marine Corps troops and facilities... 500, 000 


Are there any questions on this Post Office item? 
Mr. Ostertaa. Off the record. 
(Discussion held off the record.) 


Fripay, Fesruary 26, 1954. 
Mr. WicGLEeswortnH. The committee will come to order. 


TRAINING, NAVAL RESERVE 


We will take up this morning budget activity No. 2, under “Navy 
personnel, general expenses,” entitled ‘Training, Naval Reserve,” 
for which we have a request for $8,202,000 a reduction of $728,000 as 
compared with the current fiscal year. 

This particular activity is broken down into three projects: officer 
candidate training; direct training, Naval Reserve; and operation and 
maintenance. 


43811—54—_14 
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OFFICER CANDIDATE TRAINING 


Under “Officer candidate training” it appears from page 30 of the 
justifications that it is anticipated that 17,070 candidates will be 
involved, substantially the same as the number in the current fiscal 
year. Apparently there is a substantial decrease in tuition costs, 
said to be due to the completion of a study of contract negotiations 
with the 52 colleges selected for the Naval Reserve Officers’ Training 
Corps program. 

Tell us a little about this contract negotiation. 

Admiral Hottoway. Yes, sir, Mr. Chairman. Captain Nutting, 
the Assistant Chief of Naval Personnel for Education and Training, 
will present that. 

Captain Nurrinc. Examination into contracts with the colleges, 
Mr. Chairman, revealed that we were not paying tuition on the same 
basis as civilian students at these colleges and universities, and it 
was felt that the Navy should be charged in-State and out-of-State 
rates on the same basis as civilian students. 

Mr. WicGLeswortH. You mean we were paying more or less than 
the civilian students, previously? 

Captain Nurrine. On the average more, sir. By renegotiating on 
the same basis we were able to effect the savings. 

Mr. WiaGiteswortnH. Have you a figure on that? 

Captain Nurrine. The average rate previously was around $600, 
sir. The present rate is a little over $500, for tuition rates. 

Mr. Wiac.ieswortn. $600 formerly and now about $500? 

Captain Nurrina. Yes, sir. 

Mr. Wiacieswortu. A saving of about $100 a student? 

Captain Nurrina. Yes, sir. 

Mr. Wica.ieswortu. There is a breakdown of expenditure for 1953, 
1954, and 1955 on page 31 of the justifications. It shows in respect 
to Naval Reserve Officers’ Training Corps there is apparently a reduc- 
tion of $547,200 with respect to tuition, fees, books, and student 
equipment; and an increase of $11,500 for operating expenses. 

The tuition, fees, books, and student equipment is what we have 
been talking about, I take it? 

Admiral Hotitoway. Yes, sir. 

Mr. WIGGLEsSWoRTH. The slight increase in operating expenses you 
say is principally attributable to the necessity for replacing electronics 
material. That gives you a net reduction of $535,700. 

So far as the Naval Aviation College is concerned, the amount 
requested is identical with that for the current year. 

That is also true with respect to the special summer training courses. 


DIRECT TRAINING, NAVAL RESERVE 


Mr. Wiccieswortn. For your direct training, Naval Reserve, the 
detail is found at pages 32 to 34 of the justifications. There is a 
reduction contemplated there from $1,151,200 to $892,800. 

Will you define direct training for the record, please? 

Admiral Hotuoway. Yes, sir. 

(The definition is as follows: ) 
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Direct TRAINING, NAVAL RESERVE 


The Naval Reserve program requires the maintenance of a peacetime training 
organization of such nature that personnel devoting only a part of their time to 
such training may be brought to an acceptable standard of proficiency in the meet- 
ing of mobilization requirements. To meet expanding needs of the Naval Estab- 
lishment on mobilization, these personnel will be immediately required to fill 
billets in the active and reserve fleets, at training establishments, and in generz] 
shore support. Training of the Naval Reserve is developed on a shop-classroom 
basis with certain specific ratings being trained at each activity. This project 
provides for the cost of training materials and supplies directly consumed by drill- 
ing units of the Naval Reserve, except those under the cognizance of the Chief of 
Naval Air Reserve Training; other training media such as textbooks, training 
manuals, training aids and devices, and various types of audiovisual equipment 
designed to promote effective instruction; and the printing and reproduction of 
training courses, curricula, correspondence courses for home study of military 
subjects, and related items. During 1955 there will be continued emphasis on 
rate training. 

Mr. WicGLesworrta. I notice that the request is based on an esti- 
mate of 117,486 officer and enlisted personnel to be attached to 1,450 
pay units, and 24,500 officer and enlisted personne! to drill regularly 
with 1,412 nonpay units of the surface components of the Naval 
Reserve. 

How do those figures compare with the figures for the current year? 

Captain Stickney. Those are the figures that correspond with the 
planned program for the Naval Reserve in the appropriation we were 
reviewing yesterday, Mr. Chairman. 

Mr. Wiae.eswortn. In other words, the total of the two is the 
overall total? 

Captain Stickney. Of the people in the Naval Reserve program 
who will be in drill-pay status. This average number in this appro- 
priation was taken from the personnel plan. It is an estimate of the 
people actually participating in the drills. 

Mr. WiccieswortH. The actual expenditure under your training 
project will vary up and down, according as you realize your goal in 
personnel or fail to realize it? 

Captain Stickney. Yes, sir. A great deal of this is directly related 
to the number of people participating in the training as reflected in 
the Reserve plan, sir. In other words, this is to support them. 


OPERATION AND MAINTENANCE 


Mr. WiceteswortH. Under “Operation and maintenance,”’ project 
2-C, you request $3,347,000, an increase of about $66,000 over the 
current fiscal year. 

This project is for operation and maintenance, and the justifications 
state that it supports the facilities required for the training of the 
Naval Reserve, except the aviation components; and, further, that 
to accomplish this training it is necessary to operate and maintain 
316 Naval Reserve training centers, 228 electronics facilities and 
stations, and 54 berthing facilities for the 73 vessels assigned to the 
Naval Reserve program. 

How do those figures compare with the figures for the current 
fiscal year? 

Captain Stickney. There is no change, sir. We have 316 Reserve 
training centers this year. | 


| 

| 

| 
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The increase in this project, Mr. Chairman, is caused primarily by 
the increase of the responsibility of supporting 11 training centers 
located in the State of New York. 

Actually, there is an increase of $200,000 for operation and mis- 
cellaneous repairs. This is offset by a decrease of special projects 
and equipment of $133,900, making a net increase of $66,100. 

Mr. WicGLeswortH. $66,100 net? 

Captain StickNgEy. Yes, sir. 

Mr. WiaeLesworrH. Plus how much with respect to these training 
centers? 

Admiral Hottoway. That is the net increase, Mr. Chairman. 

Captain Stickney. This is a net increase of $66,100, Mr. Chairman. 

The increase from the training centers in New York amounted 
actually to $300,000. We have a saving offsetting $100,000 of that 
in other facilities, so that it was reduced to an increase of $200,000. 
This was further reduced by a reduction in special projects and equip- 
ment of $133,900, leaving a net of $66,100. 

Mr. WiaeLteswortn. Just develop that a little. This is something 
new, is it not? 


Navau Armorigs, Srate or New 


Captain Stickney. These facilities in the State of New York have 
been used by the Naval Reserve in previous years with no expense to 
us. The State of New York has been paying for the maintenance 
and operation of the facilities. They have let their desires be known 
that they thought the Navy should contribute partial support to 
these training centers. 

Mr. Wigatesworrn. What are these facilities? 

Captain Stickney. Armories and so forth. I have a list of them. 

Mr. Wiaetesworrs. | wish you would insert a list of them here 
in the record. 

(The information is as follows:) 


Miuitra ArMorizes, State or New YORK 


. Brooklyn (52d Street) 
Buffalo 

Dunkirk 

New Rochelle 

New York (Prairie State) 
Oswego 

Rochester 

. Tompkinsville 
Watertown 

. Whitestone Landing 

. Yonkers 


Mr. WiccLtesworts. How much is it contemplated to pay with 
respect to each of those? Do you have that there? 

Captain Stickney. Yes, sir; I think we have. 

Admiral Hottoway. May we furnish that for the record, sir, in 
proper and convenient form? 

Mr. Very well. 

(The information is as follows:) 
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Naval militia armories, State of New York: 1955 estimate 


Mr. Wiaaieswortu. Is there a full use of these armories? 

Captain Stickney. No, sir. 

Mr. WiaGLeswortH. Just an occasional use? 

Captain Stickney. We have regular drills. Weekly and sometimes 
2 or 3 mights a week there are drills in some armories that the Navy 
uses. We use them jointly with the State militia, and | think the 
Marine Corps is using some of them. It varies in the different facili- 
ties, Mr. Chairman. 

Mr. Wiae.eswortn. Is the Army in the picture, too, through the 
National Guard? Do they use these same armories? 

Commander Fisuer. No, sir; Mr. Chairman. These 11 facilities 
are used by the State militia and the Naval Reserve training. In the 
State of New York to be a member of the State militia you also have 
to be a member of the Naval Reserve. - Actually they are two people 
in one. They maintain a separate office for the commander of the 
militia unit, which trains there in each one of these training centers. 

The idea behind the whole thing is for the Navy to take over the 
maintenance and operation and leave the State of New York with the 
one office in the building for their State militia commander. 

‘It was proposed by the State of New York that the Navy pay some- 
somewhere around 80 percent as compared to 20 percent by the State 
of New York, but the Navy in reviewing the situation has stated they 
would rather take over the entire maintenance and operation, because 
of difficulty that would be involved in providing project money when 
the fiscal years of the Federal Government and that of New York 
do not coincide. 

Mr. Wieeiesworrtu. I do not follow that. 

Captain Stickney. In addition to Commander Fisher’s comment 
regarding the Navy taking over the maintenance, Mr. Chairman, let 
me say that the standard of maintenance we have and the standard of 
maintenance that would be required by the State of New York would 
not be the same. We could never afford to employ the number of 
civilians to maintain these facilities that are now employed by the 
State of New York. It would be much more economical for us to take 
over the maintenance ourselves and maintain them at a level equal 
to our other facilities. 

Mr. Suepparp. Off the record, Mr. Chairman. 

(Discussion off the record.) 

Mr. Wiae.teswortH. My attention is called to the fact that on 
page 4 of your justifications you say: 


Of this sum $300,000 is for a proportionate share of the costs of maintenance 
of armories in the State of New York. 


What is the meaning of the word “proportionate”? 
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Captain Stickney. What is meant there, Mr. Chairman, is that 
the actual final settlement has not been consummated. We are now 
making arrangements with the State of New York regarding our 
taking over the maintenance and operation of these facilities. At 
the time this budget was submitted the thinking was that we would 
take a partial maintenance, until we went into it in some greater 
detail and found that the level of maintenance—by that I mean the 
number of civilians they were employing in the way of janitorial 
service and so forth—was a much larger number than we use or feel 
can be used economically, or that, we should use. 

It is developing now that it is better for us to take over the full 
maintenance. The settlement for the Navy to take complete main- 
tenance and operation of these facilities has not yet been completed. 
This use of “partial” was necessary as transition language. 

Mr. WiaeLeswortu. These are all State armories? 

Captain Stickney. Yes, sir. 

Mr. Wieeteswortu. Do I understand that the State offered to pay 
a portion of the expense involved, and the Navy said, “No; we would 
rather pay the whole of it’? 

Captain Stickney. Substantially, yes. But the proportion of 
share we would have to meet was much greater than the $300,000, 
when the original negotiations started. I would have to look it up 
for the record, but as I recall it it was some $500,000 or $600,000. 

Our proportionate share was to be $536,036. We started looking 
into that immediately and found that it was excessive from our point 
of view, because we do not expend any such sums for an equal number 
of our other activities. 

Mr. Wiae.iesworts. I am not clear as to the $100,000 offset you 
referred to. 

Captain Stickney. That was in savings in general for the mainte- 
nance and operation of all 316 facilities. 

Savings in maintenance and operation, either 
or bot 

Captain Stickney. In both, sir. Of the 316 activities, the Reserve 
training centers, in various cities throughout the country. I am sure 
you are familiar with them, sir. 

Mr. Wicc.Leswortu. Yes. I was just trying to get the mathe- 
matics. You start off with a $300,000 increase for these 11 stations, 
and then you reduced that $100,000, which you say is a general saving 
with respect to maintenance and operation. 

Captain Stickney. That is correct, sir. 

Mr. WiacieswortH. The other $133,900 comes off by a reduction 
in respect to special projects? 

Captain Stickney. Special projects and equipment; yes, sir. 

Mr. WicaieswortH. Leaving a net increase of $66,100? - 

Captain Stickney. That is correct, sir. 

Mr. Wiceteswortn. It is stated that support provided includes 
operating services for and maintenance of approximately 10,278,255 
pe ee feet of gross floor area, with a plant value or acquisition cost 
of $132,500,000, approximately. 

Mr. Ostertag, have you any questions on budget activity No. 2? 


| 
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OFFICER CANDIDATE TRAINING 


Mr. Ostertac. Admiral, I note that there is a decrease of some 
$535,000 under the heading of “Officer Candidate Training.” In 
other words, this year there is an estimate of $3,962,000 as compared 
with $4,497,000 for fiscal year 1954. 

Have you any information as to the unexpended balance or the 
unobligated balance estimated as of the end of the year, or as of this 
time? 

Captain Stickney. In this particular activity we do not anticipate 
that there will be any unexpended balance, Mr. Ostertag. In the 
support of many activities in this program most of the money is 
allocated in rather small amounts. There will be some unobligated 
balances at the end of the year, but it is a relatively small percentage. 
Personnel administering funds cannot obligate right up to the last 
dollar. When an obligation becomes an expenditure it sometimes 
exceeds the amount obligated. 

Other than such unobligated balances as might be generated in 
that manner, I do not anticipate any, sir. 

‘ a OsrertaG. What happens to the unexpended and unobligated 
unds? 

Captain Stickney. In this instance the unobligated funds revert 
back to the Treasury. After midnight, June 30, no new obligations 
can be set up. 


POSTGRADUATE INSTRUCTION AT CIVILIAN INSTITUTIONS 


Mr. OstertaG. Does the postgraduate instruction at civilian insti- 
tutions come under officer-candidate training? 

Admiral Hottoway. No, sir. This is all undergraduate work of 
the NROTC, the summer training for the Reserve officer candidate 
program, and the small special program called the Navy aviation 
college program, where we are under commitment to give 2 additional 
years of college to young gentlemen we took in under a 1946 or 1947 
program who had completed 2 years of college and then took flight 
training and at some later time in their careers after commissioning 
we were under obligation to give them the last 2 years of college train- 
ing. That program is gradually being phased out. It was not par- 
ticularly successful or popular with the service. That is the reason 
those numbers are quite small. 

It is all undergraduate training, Mr. Ostertag. 


TRAINING CENTERS, STATE OF NEW YORK 


Mr. Osrertaa. I should like to return to the subject recently dis- 
cussed with Mr. Wigglesworth under the heading of your training 
centers located in New York State. It is not quite clear to me what 
your arrangements have been and how this situation came about. 

First of all, as I understand it there are 11 training centers in the 
State of New York which consist primarily of armories or facilities 
used by the State and the Naval Reserve as training centers for both 
our Naval Reserve and the State militia. Am I correct in that? 

Admiral Hottoway. May I interpolate at that point, sir, that a 
naval militiaman must also be a naval reservist. They are one and 
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the same. It is not two separate Naval Reserve units and Naval 
Militia units. They are the same men with two hats on. 

Mr. Ostrertac. Admiral, does that arrangement apply throughout 
the United States? 
eon Hotioway. No, sir; that is unique in the State of New 

ork. 

Mr. Ostertaa. I think that is important to know. 

Admiral Hottoway. It would be proper to say that if New York 
did not have this we would have to go out and get the same thing 
ourselves, independently. So we have a going concern. We have 
used it as our Naval Reserve armories full time, just the way we do 
other Naval Reserve training centers. We are now in the process 
of negotiating to take over the maintenance. 

As was remarked, in the negotiations as they developed it would 
indicate we could do it cheaper and also be more flexible and positive 
in our administration if we took over the whole thing, rather than 
trying to do it on a proportional share basis. 

Mr. Ostertaa. For how many years, Admiral. has this coordinated 
ye gs between the Reserve and State militia been in force and 
effect? 

Admiral Hotitoway. I will get the exact answer for you. I know 
New York had a State militia called to active duty in World War I, 
because I served with them. 

Mr. Ostertaa. I am referring to the requirements that the man be 
a reservist before he is eligible to be a part of the militia. 

_Commander Fisuer. I cannot answer that right at this moment, 
sir. 
Mr. Osrerrac. Will you insert the answer at this point in the 
record? 

Admiral Yes, sir. 

(The information follows:) 

Records of 1939 indicate that men of New York State becoming members of 
the Naval Militia automatically became members of the Naval Reserve. Records 
indicate that this practice has been in effect since June 23, 1891, but records are 
not available for the period prior to 1939. 

Admiral Hottoway. It is a very good act on the part of New York 
to provide that, Mr. Ostertag, because it gives a high order of coordi- 
nation. 

Mr. Osrertac. I am confident that the standards of New York 
State are usually high. 

Admiral Hottoway. Yes, sir; we think so. 

Mr. Osrertac. I desire to understand this arrangement quite 
fully, because, as you know, I represent a district of the State of 
New York. I am sure other Congressmen from the State will be 
interested and concerned with this errangement. 

Please correct me if 1 am wrong: This operation and the mainte- 
nance of these facilities which have been used by naval reservists has 
been wholly the responsibility of the State of New York insofar as 
support is concerned; is that correct? 

Captain Stickney. That is correct, sir. 

Mr. Osrerrac. By the same token, the other 47 States of the 
Union have had arrangements wherever such facilities existed whereby 
the Navy reimbursed in some form or other for the cost insofar as 
Navy’s use is concerned. 
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Captain Sricknrey. I am not aware of any other State having 
facilities that were made available to us in the same manner as in 
New York. The facilities in the rest of the country are naval 
facilities. 

Mr. Osrertac. In other words, this is unique? 

Captain Stickney. It is unique. 

Mr. OsrerraG. Insofar as a pattern or an arrangement is con- 
cerned? 

Captain Srickney. That is correct, sir. 

Mr. OsrerraG. There is no pattern to follow by comparison with 
other parts of the country; is that correct? What I am anxious to 
know is whether or not we are dealing with this problem in an equi- 
table fashion. In other words, there is no discrimination for or 
against New York insofar as this arrangement is concerned? 

Captain Sticknry. We do not consider that there is, Mr. Ostertag. 
The Navy recognizes its full obligation in taking over these facilities. 
At the present time arrangements are being made that will be 
satisfactory to both the State of New York and the Navy. 

Admiral Hottoway. Negotiations to our mutual satisfaction, sir. 
I do not think that the State of New York is being discriminated 
against. As a matter of fact, I think in this action we are assuming 
proper responsibilities and relieving the State of New York. 

Mr. Osrerraa. In your response to Mr. Wigglesworth I understood 
that you are now assuming responsibility for the cost of certain services 
directly; is that correct? 

Captain Stickney. We will pick up the maintenance and operation 
of these facilities. In other words, we will take the full maintenance 
and operation of the facilities, the same as we do at any of our other 
facilities. 

Mr. OstertacG. In other words, the responsibility for the construc- 
vig as well as repair and maintenance of these facilities rests with the 

tate? 

Admiral Hotioway. It used to rest with the State. We now take 
the repair and maintenance; heat, light, general upkeep and so on. 

Mr. OstrertaG. The responsibility was with the State to build these 
armories? 

Admiral Hottoway. Yes, sir. 

Mr. Osrertac. And to keep them in repair. This does not mean 
that you now build them, but you are assuming full responsibility for 
the maintenance, including repairs. 

Captain Stickney. Yes, sir. We will take the facilities as they 
now are and maintain them in the future while we are using them, sir. 

Mr. Ostertaa. Will such an arrangement lend itself to some conflict 
between the State militia and the Navy, insofar as jurisdiction is 
concerned? 

Captain Stickney. Those arrangements are now being taken care 
of, to avoid any such future difficulty. That is all in the negotiations 
that is now taking place. 

Mr. OstertaG. Who is representing the State of New York? 

Captain Stickney. The commandant of the Third Naval District 
is taking care of this, sir. 

Mr. Ostrertac. For the Navy? 

Captain Stickney. Yes, sir. 

Mr. OstertaG. Who represented the State of New York? 
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Commander Fisner. The letter came in from Maj. Gen. Karl F, 
Hausauer, the chief of staff to the Governor of the State. 

Captain Stickney. He is the head of the militia, I believe, sir. 

Mr. OstrertaG. That is all. 

Mr. Suepparp. Gentlemen, with respect to Mr. Ostertag’s com- 
ments, if my memory serves me correctly—and I would like to have 
some of you gentlemen who can give me this answer, supply it—the 
proposal relative to New York supporting these installations was 
a conceived and proposed by them to the Navy? 

aptain Stickney. That is correct, sir. 

Mr. Sueprarp. What year were those proposals originally made by 
the State of New York to the Navy, if someone here can tell me? 

(Discussion off the record.) 

Admiral Hottoway. We will supply that for the record, sir. 

Captain Stickney. I think it was 1946, but we will supply it. 

Mr. Suepparp. It was either late 1945 or 1946, as I recall it. 

(The information is as follows:) 

On April 2, 1947, a letter permit was issued by the State of New York granting 
permission to the Navy Department to use New York State Naval Militia 
armories, boathouses, shore installations, and docking facilities for Naval Reserve 
= providing the units quartered therein maintained status as Naval 

ilitia—Naval Reserve. Maintenance and control of these armories to remain 
the responsibility of the State. 

Mr. Suepparp. I believe I observed, on my recent trip throughout 
the country, when I visited New York, some statement or discussion 
about the proposal presently incorporated in your file about this 
change. 

Admiral Hotioway. Yes, sir. 

Mr. Suepparp. I would like to ask you gentlemen this: Where you 
have the two categories—to wit, the New York State Militia which 
is in turn a Navy Reserve—training in these facilities, and let us say 
it becomes necessary tomorrow for the Government to issue a call for 
its Reserves, what is the line of jurisdiction here between who would 
be the claimant to those men in this program? Would the Navy 
have the right of first call, or would the militia have the right of first 
call in New York? 

Admiral Hottoway. I would assume that the Federal Government 
has the primary and preempting call. I cannot support that with a 
legal opinion, Mr. Sheppard, but that is my assumption; and I would 
operate on that assumption in time of national emergency. 

Mr. SuepparpD. In other words, while at the moment we find that 
New York is an exception in this regard in the Reserve training 
program as compared with the other States, that exception was 
created at the request of the State of New York in its origin? 

Admiral Hotioway. I would want to confirm that, sir. That is 
as Mr. Sheppard remembers it. I am not familiar with that. I will 
obtain that for the record. 

Mr. Suepparp. I think that is true. I would like to have it for 
the record. 

Admiral Hottoway. Yes, sir. 

(The information is as follows:) 


Use of New York State armories by the Naval Reserve was originated by the 
State of New York. 


| 
| 


217 


RENT OF BUILDINGS, LAND, AND BERTHING FACILITIES 


Mr. SHepparD. Reflected on page 35 of your justifications, gentle- 
men, under the category of “Purpose and scope of work”’ in the last 
line I find the language: 


And rental of buildings, land, and berthing facilities. 


This particular phraseology does not apply to a specific area gec- 
graphically, but that has an application to all of the operations of the 

eserve program; is that correct? 

Captain STicKNEY. That is correct, sir. 

Mr. Suepparp. It is reasonably assumed at this time, because of 
the difficulties that have been apparent in the Congress—reluctance, 
in other words, to enact a universal military training program— 
that the present Reserve program will be one of long existence. I 
think that is a reasonable assumption at this moment. Do you not 
think so, Admiral? 

Admiral Hotuoway. It certainly is, sir. In my opinion it is a 
most reasonable and proper assumption. 

Mr. SuepparD. That being the situation, obviously it means that 
we are going to have a continuity of expenditures in the field of rent 
of buildings, land, berthing facilities and attributes thereof. 

I wonder if anyone has considered the possible long-range cost on 
the type of investment we are making through the rental and mainte- 
nance and so forth? Might it not be cheaper for us to buy those prop- 
erties? Has any thought been given to that, or has any survey been 
made with that particular aspect in mind? 

Admiral Hottoway. May I ask the Assistant Chief of Fiscal 
Matters to answer that? 

Captain Stickney. The costs of the leases involved here are very 
small. Most of what we refer to as rentals are for the volunteer elec- 
tronics units. 

For example, I have before me the items for the Third Naval Dist- 
rict. We have a lease here of $300 a year; another for $480; and one 
for $180. Here is one for $1 in another case. 

They are very nominal rental figures. 

Mr. SuepparD. In other words, throughout your negotiations with 
municipalities and other political entities with which you do business 
in the installation of Reserve training facilities you are confronted 
with a very satisfactory economic consideration upon the part of those 
political subdivisions; is that generally true? 

Admiral Hottoway. That is generally true. It is a fact that a 
municipality considers it an asset and an honor to have an armory, 
and usually makes the land available for us to install our standard 
—_— upon at a very nominal cost, sufficient in fee to make it a legal 
ease. 

Mr. SuepparD. Then it is reasonable to assume because of that 
economic attitude upon the part of those political entities with whom 
you do business that it is less expensive to operate as we are presently 
operating, as compared with going out and buying outright, as it 
were, certain lands and buildings? 

Captain Stickney. Yes, sir. 

Admiral Hotioway. I concur with that. 

Mr. SHepparD. That is all, Mr. Chairman. 
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Navat ACADEMY 


Mr. WicGLeswortu. Budget activity No. 3 refers to the Naval 
Academy and calls for an appropriation of $7,600,000, an increase of 
$93,000 over the current fiscal year 

The project is detailed at pages 38 to 44 inclusive of the justifica- 
tions 

DIRECT TRAINING AND INSTRUCTION 


With respect to “Direct training and instruction” there is an in- 
crease of $64,900 The breakdown in this connection appears at 
page 40 of the justifications 

he increase seems to be reflected in professors’ salaries to the extent 
of $16,100; in contribution to retirement fund, $800; in pensions, 
$4,900; in educational] testing services, $4,000, and in lecturers, supplies 
and materials, and printing and training equipment, $39,100 

What is the increase with respect to professors? Is that additional 
teachers, o1 raises in salaries, or what? 

Commander Rirze. Mr. Chairman, that is an additional four pro- 
fessors which we require. 

Mr. Four professors? 

Commander Rire. Yes, sir. 

Mr. WiaeLeswortH. Why are they required? 

Admiral Hottoway. Mr. Chairman, that represents the implemen- 
tation of a long-range program in which the Naval Academy is building 
up what is considered an ideal balance in certain departments between 
professional officers in uniform and civilian professors. 

For years, immediately after the war, it has been almost impossible 
to get high-grade instructors at the prices we can pay in certain fields, 
such as physics and engineering. We are gradually building up to a 
ratio of about 50 percent officers and 50 percent civilian professors; 
a ratio we have not yet attained in certain departments, such as 
marine engineering and electrical engineering and physics. 

In certain other departments, such as mathematics and modern 
languages we have a brilliant faculty which is about 95 percent 
civilians. 

In the English, history, and government department there is almost 
100 percent civilians. 

Mr. Wiae.eswortu. Is there a corresponding reduction in the 
military? 

Admira] Hotioway. There is, sir. That is reflected in our military 
personnel in our overall plan. 

Mr. Wiaeiesworts. Why is there an increase in printing and 
training equipment of $39,100? 

Captain Stickney. In that area, Mr. Chairman, the training equip- 
ment shows an increase of $13,000; printing and reproduction shows 
an increase of $2,500; and educational testing services shows a $4,000 
increase. There are nominal increases in the various types of equip- 
ment and supplies that are required to carry out the curriculum at 
the Naval Academy, sir. 
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OPERATION AND MAINTENANCE 


Mr. WieG.Leswortu. For “Operation and maintenance” you re- 
quest $5,437,000 as compared to $5,408,900 in the current fiscal year, 
in respect to 193 temporary buildings and 228 permanent buildings 
with a plant account value or acquisition cost of roughly $38 million. 

The breakdown shows the costs for 1953, 1954, and 1955, and 
appears on page 44 of the justifications. 

There is an increase under the United States Naval Academy of 
$77,700, and an offsetting decrease in automotive, weight-handling, 
and construction equipment of $49,600, leaving a net increase of 
$28,100. 

I note there is apparently to be a $150,000 expenditure as an addi- 
tional increment of a renovation program in Bancroft Hall. What 
is the situation there now? 

Admiral Hottoway. Mr. Chairman, that is a continuing project. 
The buildings in the initial group in Bancroft Hall date from about 
1902 to 1904. The piping and the electrical wiring and the sewage 
system must continually be handled on a well-planned replacement 
basis. It requires going into the walls through the plaster. There 
is renewal of that sort year after year. This $150,000 is a segment 
of that program. 

Mr. WiacGLeswortu. I was under the impression we started a 
program there 2 or 3 years ago. 

Admiral Hottoway. That is correct, sir. 

Mr. WiaeteswortH. How much of that remains to be done? 
What is the status of it? 

Admiral Hottoway. There is quite a period, sir. 

Commander Boaees. Mr. Chairman, it is my understanding this 
will be a continuing program. This is approximately one-fifth of the 
building. By the time we are through once it will be necessary to 
start over on plaster and painting, repairs, and general rehabilitation. 

Mr. SHepparp. Off the record. 

(Discussion off the record.) 

Mr. WiaGLeswortu. I was under the impression, as I say, that 
there was a specific program adopted 2 or 3 years ago in respect to 
Bancroft Hall. I was interested to know what the status of that was 
and how it was progressing, apart from normal maintenance. 

Admiral Hottoway. You are correct, Mr. Chairman, There is a 
program outlined. This is a part of it. The program is progressing. 
The exact state and calendar of the program will be made available 
for the record at this point, sir. 

(The information is as follows:) 

1. The present renovation program of Bancroft Hall began with the summer 
of 1950. The work has progressed as follows: 

(a) In the summer of 1950, the entire fifth wing comprising 300 rooms plus 
heads, stairways, and corridors, but not including the basement area, was com- 
pletely renovated. This renovation included plaster repairs, two coats of paint 
on the ceilings, walls, and woodwork, and certain minor plumbing and electrical 
repairs. Total cost, $43,930. 

(b) In the summer of 1951, the same work was accomplished for the entire 
sixth wing. In addition, the barber shops in the fifth and sixth wings were 
renovated and the central portion and stairways were painted. The central 
portion renovation was accomplished during the academic year in the fall of 1951. 
Further renovations were accomplished in the sixth wing dispensary. Total 
cost, $49,592. 
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(c) In the summer of 1952, major renovations were accomplished in the third 
and fourth wings of Bancroft Hall. Over 550 rooms and all corridors in the 
third and fourth wings and terrace received a complete renovation which involved 
plaster repairs and painting of ceilings, walls, and woodwork. All metalwork 
was also painted. In addition, this major work covered the replacement of the 
chilled water mains in the basement of the first, second, third, fourth, fifth, and 
sixth wings, and connecting corridors of Bancroft Hall. The rehabilitation of the 
third and fourth wings also included glass and glazing, caulking, puttying, car- 
pentry and millwork. hardware, tile work, waterproofing, and asphalt tile. Fur- 
ther work completed in this period involved painting of the interior of sick and 
dental quarters in Bancroft Hall. Total cost, $333,418. 

(d) In the summer of 1953 the first and second wings were renovated and cer- 
tain major plumbing and electrical repairs were accomplished in this area; 150 
rooms were plastered and painted in the first wing. Total cost, $155,000. 

2. The first 5-year cycle was completed with the work performed in the summer 
of 1953. It is proposed to commence the second cycle in the summer of 1954 
and complete this cycle in the summer of 1958. This schedule proposes to divide 
Bancroft Hall in five yearly equal areas which will complete renovation coverage 
over the 5-year perioa. It is estimated that each portion will cost $150,000 to 
carry out the program. 

3. It is believed that the third 5-year cycle of work commencing in the summer 
of 1959 may be accomplished at considerable less expenditure than the present 
rate. By that time a major portion of the plumbing and wiring will be replaced. 

Mr. Wieeteswortu. Mr. Ostertag, have you any questions on 
budget activity 3? 


NAVY RECOMMENDATION RE ESTABLISHMENT OF AN AIR ACADEMY 


Mr. Osrertac. Admiral, as a former Superintendent of the Acad- 
emy you as much if not more than anyone else are familiar with the 
overall application and effect of the Naval Academy and the general 
picture, not only of its operations but of its relationship to our mili- 
tary strength insofar as training is concerned, and its relationship to 
the other services? 

Admiral Hottoway. Yes, sir. 

Mr. Ostertac. Would you care to comment on what adjustments, 
if any, will take place when and if the Air Academy becomes a reality? 

Admiral Hotitoway. I would be glad to, Mr. Ostertag. 

I will first in very general language, if I may, deal with this ques- 
tion, and I have here available a more detailed study I can make 
available for the record. 

Mr. Ostertac. Fine. 

Admiral Hotioway. In general, it is not only in the interest of the 
Air Force to get its Academy which will be a repository for their 
great traditions already established in the life of that force, and where 
young gentlemen will be introduced to a way of life and their ambitions 
and enthusiasms sharply focused toward life careers in the Air Force, 
but it will also relieve the Navy and the Naval Academy of the very 
pressing loss of 25 percent of our graduating class every year to the 
Air Force. 

It is impossible, at the present speaking, for me to build up the 
officer strength of the Navy on a career basis to 24,000 complete un- 
restricted officers of the line by 1960 so long as I am losing 25 percent 
of the graduates of the Naval Academy annually to the Air Force. 

The Naval Academy is the centripetal force, the pulling together 
of standards, in the Navy. It sets ultimate standards. Our records 
over the years show that only some 20 percent of its graduates have 
left the service voluntarily. That, in itself, is a major accomplish- 
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ment and is pointed out repeatedly by our Boards of Visitors, com- 

posed of such men as Father Cavanaugh of Notre Dame, Dr. Baxter 

pf Williams, as well as Members of Congress, both the House and 
nate. 

We cannot live without the Naval Academy. It is the first essential 
of our officer strength. I say that without decrying our excellent 
NROTC program, including the NROTC regular, commonly called 
the Holloway plan. That plan was evolved with a dual purpose of 
having a strong Naval Reserve and also of supplementing the output 
of the Naval Academy with young gentlemen from the various 
universities who choose careers in the service. 

It is often remarked in that connection that only 10 percent of the 
young men of NROTC who finished 3 years in the fleet last year chose, 
requested, and were selected to go to careers in the Navy. That is 
not even the first class, because that class entered in the fall of 1946 
and was not nationally screened but screened on the campus. We 
must recognize that there is a long pipeline. 

The first nationally screened class to enter the NROTC regular 
system was screened in the summer of 1947, entered colleges in the 
fall of 1947, graduated in the summer and spring of 1951, 4 years 
later, and are just this spring in 1954 completing their 3 years of 
obligated service. So the first real sounding that we will have on how 
many and what percentage of these young gentlemen request careers to 
join their Naval Academy compatriots in a life of 30 to 40 years in 
the Navy, will be this April or May. 

Mr. OsterraGc. Admiral, may I interrupt you there? 

Admiral Hotutoway. Yes, sir. 

Mr. OsrertaG. Perhaps you intend to touch on this point. May 
I inquire as to what percentage of Naval Academy graduates follow 
through in career service? 

Admiral Hottoway. As I stated in my earlier remarks, over the 
last 50 years only approximately 20 percent have voluntarily left the 
Navy. That means that about 80 percent of Naval Academy gradu- 
ates over 50 years have committed themselves to careers. 

Now, of that 80 percent some of them may have retired physically 
or they may have retired involuntarily because of nonselection. But 
only some 20 percent of our Naval Academy graduates over the last 
half century have voluntarily left the service. 

Mr. Osrertaa. Is there anything wrong with the selection of our 
candidates? 

Admiral Hottoway. No, sir; I do not think so. I like the con- 
gressional appointment system. I am on record as over and over again 
recommending adherence to the congressional system of appointment 
because it insures a variety and precludes a stereotyped candidate. 

I say this with all respect to the civil service. You do not get a 
completely uniform return. We do not want too much uniform return 
We want the dynamic complex. 

Mr. OsterraG. It is civil service in a sense, because the candidates 
are required to qualify. 

Admiral Hottoway. They all have to finally qualify by Naval 
Academy standards, but Congressmen select their candidates dif- 
ferently. That very difference is a good thing and some come from 
the enlisted ranks. Some come from the Naval Reserve. . These 
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different sources are the thing that give dynamic complexion to the 
brigade of midshipmen. 

Mr. Osrertaa. In the minds of many as to the establishment of 
the Air Academy is the fact that you have a Naval Academy which 
embraces naval aviation and you also have the air arm of the Army. 
Will there be any duplication of training, or will that part of the 
training insofar as aviation is concerned be concentrated in one of the 
Academies? 

Admiral Hottoway. I will answer that question in this way, Mr. 
Ostertag. The only aviation training given at Annapolis is that 
which every naval officer should have. It is in fundamentals. It 
develops an appreciation of the media in which the Navy operates so 
importantly with its naval aviation. 

Our actual pilot training of people going into the aeronautical 
branch of the Navy is carried forward at Pensacola after graduation, 
for our Regular officers. I would predict that the Air Force will 
follow largely the pattern that West Point and Annapolis follow in 
fundamental education, spiritual in its indoctrination as well as 
technical and educational and will do a great part of its actual training 
in flying as opposed to education and indoctrination, at some place 
other than its Academy, because it is not the purpose of the Academy 
to train in manual techniques per se, but to lay the foundation for a 
career in the service which the Academy represents. 

Mr. Osrertaa. I appreciate your thoughts on this subject, Ad- 
miral. I might add that I have been honored by appointment to 
membership on the Board of Visitors. I hope during the course 
of the year to have the opportunity of visiting the Academy on a 
number of occasions, because I am interested in doing my part in these 
new responsibilities that have been delegated to me. 

Admiral Hottoway. Mr. Ostertag one of the best things about the 
congressional program of appointment is the continued interest and 
support of the Members of Congress in the Academy. Because, in 
effect, the Congress is the board of trustees, and the members of the 
Board of Visitors who are members of the board of trustees, and I 
think the Academy is very close to the Congress, and therefore, very 
close to the people of the country I am convinced of the importance of 
it, and the more the Members of Congress come to visit the Academy 
at Annapolis, the more I like it, because I want them to see the young 
gentlemen. Mr. Sheppard may recall that when I was Superintendent, 
I required every midshipman in the Academy to make a visit to 
Washington, in their senior year, because I felt that they should 
come here and pay their respects to and eall on the gentlemen in 
Congress who appointed them. That is a part of the training in 
amenities, and in respect for our system of government, of which the 
Congress of the United States is such a vital part. 

I will introduce for the record, a statement which is very similar to 
one I gave to Mr. Short in the House and also to the Senate on the 
philosophy of the Academy. 

Mr. Wiacieswortn. How long is the statement? 

Admiral Hotutoway. Of reasonable length, and I submit it for the 
record. 

Mr. Osrertac. Thank you, Admiral, 

(The statement referred to follows:) 
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The Department of the Navy strongly recommends the establishment of a 
United States Air Force Academy at the earliest possible date, and reeommends 
favorable consideration of H. R. 5337 as the initial legislative action to accom- 
plish this purpose. 

At the outset of a discussion of the proposal before you I should make it clear 
that my presentation of the Navy position involves also my own deep convictions. 
For a number of years the duties which have been assigned me in large part have 
had to do with the procurement and education of career officers for the naval 
service. 

As you know, I was chairman of the Holloway board in 1945 from which 
stemmed the so-called Holloway plan, represented in the NROTC area by Public 
Law 729. The report on all three parts of this Board was approved by Mr. 
Forrestal in October 1945, and has continued since that time as basic Navy 
Department policy in connection with procurement and administration of officers 
of our Navy. 

I also had the honor of serving some 3A years as Superintendent of the Naval 
Academy during the period that the Holloway plan was being launched, and have 
observed up to the present the fortunate efficacy of the NROTC program as a 
magnificent supplement to the essential output of the United States Naval 
Academy at Annapolis. As Superintendent, I enjoyed the concurrent and con- 
tinuing friendship of the Superintendents of the Military Academy and made 
first-hana observations and studies of that splendid institution. 

A third experience in the immediate area of our discussion Was my service as & 
member of the Stearns-Eisenhower Service Academy Board which published its 
report in January 1950, and which set forth as its two initial basic reeommenda- 
tions the following: 

“1. That the integrity and the service identity of the two existing academies be 
maintained. 

“2. That an Air Force academy be established that will parallel the existing 
academies of the other two services.” 

This long experience and study has left me with firm convictions which I find 
strengthened and strongly confirmed in my present capacity as Chief of Navy 
Personnel. 

I mention the above with due diffidence, but with the feeling that my range 
of experience may add to whatever store your distinguished committee may 
place by my remarks hereinafter submitted, and will clarify the extent to which 
these remarks go beyond a mere statement of a departmental position. 

The present situation in which 25 percent of each class graduating from the 
Naval Academy is assigned to the Air Force can be satisfactory to neither the 
Air Force nor the Navy. 

Paralleling West Point and Annapolis, there should be an Air Force Academy 
for the future professional maturity of the Air Force. It is essential as a repository 
of its great traditions already hallowed by its honored dead, essential as a source 
and center of both personal and professional standards, and as the focal and 
generative point of a hard core of professional officers devoted to long service 
careers in the Air Force. 

An Air Force Academy can provide an opportunity to develop morale and 
esprit, and be a foundation for those professional and personal qualities so vitally 
needed as the sine qua non of an effective commissioned officer in the Air Force. 
The basic academic work in the Air Foree Academy should also lead to the 
already complex pattern of advanced and special education of the Air Institute 
of Technology, Air University, and joint colleges. 

As a young man attracted to the naval profession chooses the Naval Academy, 
or attracted to the Army chooses West Point, when he is attracted to the air 
profession so should there be an opportunity to choose the Air Force Academy 
and not be required to attend the Naval Academy or West Point before embarking 
on a career in the Air Force. We are dealing with young men who, commensurate 
with their interest and ability, need guidance toward sharp objectives, and with 
a consistency and singleness of purpose undisturbed by a shift from one service 
to another at a critical point in their formative years. 

It is possible that the question may come to the minds of some Members of 
Congress as to the necessity for the 4-year undergraduate academy as a basic 
source for career officers. Various plans that did not include the service Academy 
concept have been set forth from time to time by publie-spirited men. In this 
regard I think it appropriate to say in this letter that every objective beard that 
the services have brought together to study the question have unanimously con- 
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cluded that the service Academy system is the one sure source of devoted long- 
range, long-career professional officers. 

' This conclusion was arrived at unanimously by the Holloway Board in 1945, 
on which Dr. Baxter, president of Williams College; Dr. Heald, president of the 
Illinois Institute of Technology; and Dr. Arthur 8S. Adams, now president of the 
American Council on Education, were associated with me, along with other naval 
officers. 

In like manner and in similar unanimity, the Stearns-Eisenhower Board of 
which I was a member, decermined the necessity for the service Academies as 
the primary source and that not less than 50 percent of the annual input should 
be service Academy graduates. 

I enclose as an appendix of this letter a review of the considerations as I conceive 
them, that have led all boards, including our Boards of Visitors, to the conclusion 
that the service Academy system is the only one insuring the maintenance of a 
hard core of devoted, long service, highly motivated, and effective career officers. 

I have also made available for convenient reference for each member of the 
committee a copy of the Report of the Board of Visitors, United States Naval 
Academy, 1950, which incorporated my annual statement of that year. This 
report and my statement deal particularly with the academy system per se, and 
may, therefore, be of interest, in that rezard, to the committee. 

s many of you will recall, I was closely associated with West Point throughout 
my tour as Superintendent of the United States Naval Academy at Annapolis, 
working in the most friendly manner, first with Gen. Maxwell Taylor, and later 
with the late Maj. Gen. Bryant Moore. The remarks I make as to the efficacy 
of the service Academy system and the philosophy from which is generated our 
administrative methods and leadership, apply equally to my mind to West Point 
and Annapolis. 

A further compelling necessity for an Air Force Academy is the immediate need 
for relief to the Navy from furnishing 25 percent of the graduates of the Naval 
Academy to the Air Force each year. Public Law 347 authorized a Navy of 
500,000 enlisted men, a number, it would appear, not intended to reflect the total 
needs which may be required by a rapidly changing world situation but which 
is intended to be the bard professional core so essential to an alert, ready service. 
The minimum number of permanent career line officers for such a hard core is 
24,000. We have now about 19,000. The Holloway Board of 1945 and the 
Stearns-Fisenhower Board of 1950 both stated that at least 50 percent of the 
career Officers should be Naval Academy graduates. At present less than 50 
percent are Academy graduates. And even though 100 percent of the Naval 
Academy graduates could be allocated to the naval service commencing. with 
the next class (1955) and all subsequent classes, it appears impossible to obtain 
the minimum 50-50 ratio until 1962. 

The Department of the Navy considers that the establishment of an Air Force 
Academy is éssential not only for the professional standards of the Air Force but 
also for the maintenance of the basic professional character of all of the services. 


MIDSHIPMEN STRENGTH 


Mr. SHepparp. I would like to bring my thinking on this into 
focus, and in order to accomplish my end, I would like to ask you 
this question: What was the total number of cadets for the past fiscal 

ear? 

Admiral Hotioway. I think I can give you that exactly. It will 
be in the neighborhood of 3,600 to 3,700 midshipmen. 

- Mr. Suepparp. This does not, of course, pertain to the instructors, 
oes it? 

Admiral Ho.ttoway. No, midshipmen. I can give you the number 
exactly. It is 3,504. 

Mr. Snerrarp. Now out of that 3,504, what number of those 
cadets that the Navy received at the termination of the academic 
processes; what was the amount the Marines received, and what was 
the amount the Air Force received? You have answered that 25 
percent represent the Air Force. 
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Admiral Hottoway. Twenty-five percent on a somewhat compli- 
cated formula. 

Mr. SHepparp. Yes. 

Admiral Hottoway. And we have averaged that out and I think 
maybe I can give it to you exactly. This is the graduating class of 
1953; the number graduated was 913. The number commissioned in 
the United States Marine Corps was 66; the number commissioned in 
the United States Air Force was 226; the number graduated, less 
Marines and Air Force was 621. None resigned on graduation. 

Mr. SHepparp. What was the percentage ‘busted’ out for aca- 
demic or physical reasons, out of the total input as of that year? 

Admiral Hottoway. I think it would be interesting to take the 
class of 1953, which graduated 913 and see what size it started; that 
would tell us. 

Mr. SHEPPARD. Yes; that would be the answer. 

Admiral Hotioway. On October 1, 1949, the fourth class, which 
was the class that graduated in 1953, amounted to 1,130 midshipmen, 
fourth class; they graduated 913 of those; that shows a loss in the 
4 years. 

CAREER OFFICER INPUT INTO NAVY 


Mr. SHeprarD. Now what percentage, or percentagewise, or to 
what extent, does the Academy fill the requirements of the Navy’s 
new officers each year? 

Admiral Hottoway. At the present time, in this period of semi- 
mobilization, and that is the best way I can describe it, 1 can express 
it by the input over the fiscal year 1953. I will have to lean on my 
staff a little to help me, but I will give the numbers subject to correct- 
ing them later. 

Mr. SHEPPARD. Very well. 

Admiral Hotitoway. This is very close to my interest. 

The Naval Academy will furnish, in round numbers, 600 career 
officers to the line of the Navy; 50 enlisted men will be permanently 
commissioned as unrestricted line officers; approximately 100 Reserve 

officers initially commissioned as Reserve officers from the NavCad 
program will be permanently appointed as Regulars; about 125 of 
the NROTC graduates who originally entered the program in the fall 
of 1946 will be given permanent commissions in the United States 
Navy; about 200 Reserve officers will transfer to the Regular Navy; 
and ‘about 100 enlisted men will be appointed limited-duty officers. 
This is a total addition to our Regular, career Navy, of about 1,200. 

In addition to this small career officer input, some 8,000 young men 
will be commissioned as ensigns in the Naval Reserve and will serve 
from 2 to 3 years on active duty and will then be phased back into 
civilian life. So we have a continuous mobilization and demobiliza- 
tion and of the entire input of some 9,000 new officers, of whom only 
about 1,200 will be career officers who can be expected to stay in the 
service for 30 to 40 years. 

In recent years the Stearns-Eisenhower board and the Holloway 
board have made studies and recommendations concerning the annual 
input of career officers into the unrestricted line of the Navy. These 
boards have been consistent in recommending that 50 percent of the 
planned annual procurement of regular unrestricted line officers be 
graduates of the Naval Academy. 
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In order to effectively and efficiently operate the Navy at its 
authorized strength of 500,000 enlisted men, it has been determined 
that the minimum number of regular unrestricted line officers must 
be maintained at 24,000. The Navy has been endeavoring to reach 
this minimum strength—a strength that is necessary if we are to have 
a naval service capable of fulfilling its mission at all times. 

If the Navy goal of an unrestricted line officer strength of 24,000 
is to be reached, and if the sound recommendations of the boards that 
have studied the broad field of the procurement of Regular Navy line 
officers are to be given due weight, the Navy must be allowed to 
utilize 100 percent of the Naval Academy graduates each year. 

Mr. Suepparp. I understand you have a continuing program, Ad- 
miral, and that is my reason for this, of course. 

Admiral Hotuoway. Yes, sir. 

Mr. Sueprparp. And what I would like to have is a table that will 
appear in the record, in compact form that will stand out, so we can 
take the report as the information has been given to us here quite 
properly-— 

Admiral Hotioway. Yes. 

Mr. Suepparp. And merely refer to it to see the increase in service, 
so that those who are interested in reading the record will have the 
table in front of them, pick it up and say here are the results from the 
operating functions of the Academy. 

Admiral Hottoway. Yes. 

Mr. Suepparp. If you will put such a table in the record. 

Admiral Hottoway. Yes, I will. 

Mr, Suepparp, That will be fine. 

Admiral Hottoway. With your permission I will use fiscal year 
1954, which begins July 1, 1953, and show the in-put of officers from 
every source. 

Mr. SuHepparp. Thank you very much, Admiral. 

(The information requested follows:) 


Career "yO input to the line of the Navy, fiscal year 1954: 


Augmentation program (USNR to USN) 225 
Integration program (enlisted and warrant to USN) PER 42 
Limited-duty officer program (enlisted and warrant WGN) 99 
Reserve line officers initially commissioned and ordered to active duty, 
fiscal year 1954: 
NROTC: 


1 NROTC (Regular) students are commissioned in the Regular Navy, however the majority of officers 
so commissioned have exercised their option of release to inactive duty after 3 years total commissioned 
service on active duty, and acceptance of a commission in the Naval Reserve, 


1e 


ar 


227 


WAGE-BOARD INCREASES FOR SALARIES 


Captain Stickney. Mr. Chairman, before we leave that budget 
activity, 1 want to make this comment. Since the submission of this 
budget to the Congress, we have already in this particular budget 
activity for the Academy, as the result of the wage-board increases, 
received increase requirement of $400,000 for salaries which is not in 
our budget estimate. 

Mr. SHepparD. While on that subject, may I ask this question, Mr. 
Chairman? 

Mr. WicGLeswortu. Certainly. 

Mr. SHepparp. You have referred to that, I think, previously, on 
two different occasions and I would like to inquire as to how you are 
going that situation with the present budget as it is, and as it is by 
subjects as the Congress receives it, with this increase in operation 
over which you bave no control. How do you contemplate meeting the 
expenditures that are going to be required? 

Captain Stickney. Mr. Sheppard, in past years the amount of 
money appropriated for special projects included some projects which 
were essential but not absolutely urgent at the time, and when we had 
these increases, we had to reprogram the money from some of those 
projects in order to meet the wage-board increases. } 

Now, in the fiscal year 1955, almost without exception, the special 
projects we have planned to accomplish are almost wholly of an urgent 
nature. In fiscal year 1955, additional costs are expected and are 
going to create a considerable problem for us to meet. 

Mr. SHEepparp. I understand how it can. 

Captain Sticknry. We will have to accomplish it by more rigid 
execution of our present plan of economy, of absolute necessity, 
perhaps, in the reduction of some of the projects we have previously 
felt were absolutely necessary. 

Mr. Suepparp. Well, I can well appreciate the necessity of your 
answer but, frankly, it is not conducive to good budgetary practice, 
in my opinion. Iam not criticizing you for having to apply the only 
resources you can apply under circumstances such as this, because of 
inadequacy of funds. On the other hand, it leaves a very unstable 
budget from my point of view when such things are done. If we feel, 
after the extremely careful screening that this budget has had, and I 
must assume it has had, then I would be under the impression that the 
requirements have been pared right down to bare necessities. 

hat is what the President’s budget message indicated; that is what 
the statement emanating from Secretary Wilson indicated and that 
is what has been given to this committee by the Comptroller as the 
policy that was presented to the committee, and if that is true, it 
means that you are going to have to come back into categories of ap- 
propriation, which you have justified as necessary, and change your 
mind and go into something else. Is that not pretty well the 
picture? 

Captain Stickney. To some extent, yes, we will have to accom- 
plish the mission with the appropriated funds. 

Mr. SHerparp. That is absolutely true. 

Captain Stickney. By improved management we must effect 
greater economies than we have to date. We are continually work- 
ing in that area, as vou are well aware, I am sure, Mr. Sheppard, 
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but it will introduce no small problem to meet all of the requirements 
and to finance all of the missions and projects under this appropria- 
tion with the unforeseen increases of this nature. 

Mr. SHeprarp. Now, Admiral Clexton, there is appropriated to 
the Secretary of Defense, an emergency fund. 

Admiral CLextron. Yes. 

Mr. SHepparp. Of quite a sizable amount? 

Admiral CLexton. Yes. 

Mr. SHepparp. Somewhere along the procedure in preparing this 
budget, in my opinion, Admiral, is a definite examination or screening 
of what is necessary and what is not necessary in the respective 
—- of your budget. Either this is a good budget or it is a bad 
one by degrees. If it is a good budget, and if it has had the screening, 
as we have been told, and if each item in the proposed budget is 
essential, under your restrictive budget operations, then it is obvious 
to me that you could not put the expenditure screws on the program 
that has been testified as being necessary in this budget, to pick up 
this special need that is created by the condition to which the gentle- 
man has referred to. Am I correct, insofar as you are capable of 
answering the question is concerned? 

Admiral CLtexton. I believe sometime during the year if each 
project which has been indicated here requires that money, we can 
request it. As you know, in our budget, we cannot forecast the 
increases which may occur. 

Mr. Suepparp. That is correct. 

Admiral CLiexton. I believe this condition is general throughout 
the Navy and you will hear it as we go through the other appropria- 
tions. It could result in a lot of deferred maintenance in the shore 
establishment, a condition which we experienced just prior to Korea. 
Each year the cost of operations is increasing due to inflation, and we 
end up by not doing the maintenance work when we should do it. 
That results in a breakdown maintenance program and eventually 
in large bills for deferred maintenance. 

Mr. Suxpparp. The history of your experience in the field of 
maintenance is very grave and clearly evident throughout the entire 
operation. In other words, we have not been doing the maintenance 
many of our facilities reauire throughout the country, that should be 
done, and now we are going to spend in the order of 1% to 2, or 2% 
times in order to do the job that we could have done far more eco- 
nomically had the maintenance requirements been kept up instead of 
taking the funds that were provided for that purpose and using them 
for other purposes. 

Admiral CLextron. The maintenance funds have been most difficult 
to obtain. 

Mr. Swepparp. And once you have obtained them, to have them 
applied? 

Admiral CLextron. Yes. 

Mr. SHepparp. Let us keep this record straight, on this point; 
I will admit the Congress within itself has been, may I say, highly 
restrictive insofar as “meeting the requirements for maintenance is 
concerned; I admit that. On the other hand, there have been 
proportionate amounts of funds that have been appropriated by the 
Congress that have not been applied to maintenance. 

Admiral Ciexton. That is correct. 
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Mr. SHepparp. The full responsibility of this increased cost as it 
is reflected and which is quite proper, is not always solely due to the 
action of the Congress, but there is a proportionate responsibility 
vested in the management in the diversion of those funds. 

Admiral CLiexron. That is correct. 

Mr. Sueeparp. That is all, Mr. Chairman. 


PERSONNEL SUPPORT 


Mr. Wieciteswortn. Under budget activity No. 4, “Personnel 
support,’’ we find a request for $10,669,000 a decrease of $860,800 as 
compared with the current fiscal year, which is covered in considerable 
detail from pages 45 to 76 of the justifications. It is broken down 
into four projects; the first of which is entitled “Procurement of 
Military Personnel.” 


PROCUREMENT OF MILITARY PERSONNEL 


RECRUITING 


In its report of last summer, the committee expressed the opinion 
that the amount requested for procurement was excessive, stating, 
“The workload data does not appear to support all of the $1,921,000 
for the recruiting service.” 

I notice that procurement of military personnel in fiscal 1955 shows 
a reduction from $1,871,200 in the current year to $1,726,700. 

On page 47 of the justifications, we find this language: 

The existing recruiting facilities are essential to officer candidate and officer 
procurement programs. 

How many facilities are contemplated in fiscal year 1955, and how 
does that number compare with those now in existence? 

Admiral Hotitoway. For the recruiting service, Captain Harry 
Smith is here to present the item, Mr. Chairman, and I will ask him 
to answer the question. 

Captain Smita. Mr. Chairman, we will have the same number 
throughout next year as this year. 

Mr. Wiaeieswortu. And that is what? 

Captain Smiru. Forty-three main stations and 384 substations. 

Mr. WiaeLeswortu. May we have the comparable figures for fiscal 
year 1953? 

Captain Smitu. They are the same. 

Mr. Wiceieswortn. In other words, there has been no reduction 
in respect to 1953 fiscal vear in the number of main stations or sub- 
stations? 

Captain Smirx. That is correct, sir. 

Mr. WiaGLeswortu. The justifications, at page 47, indicate that 
in order to obtain the required 68,545 recruits, it will be necessary to 
process 137,100 applicants or a ratio of 2 to 1. 

Also that to procure 1994 naval aviation cadets, it will be necessary 
to process 6,000 applicants or a ratio of 3 to 1. 

Also, that to effect 2,785 direct-officer appointments, it will be neces- 
sary to process 6,000 applicants, or, say a little better than 2% to 1. 
Also that to effect the procurement of 2,000 Naval Reserve Officer 
Training Corps students, it will require the examination of some 
24,000 applicants or a ratio of 12 tol. Also that to effect an input of 
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400 into the Officer Candidate School will involve processing of about 
1,600 applicants or a ratio of 4 to 1, 

That gives a total, if my arithmetic is correct, of about 153,100 
processing operations to obtain the desired personnel. 

Why is the ratio so high in respect to Reserve Officer Training 
Corps students? 

Admiral Hottoway. Because, Mr. Chairman, of the tremendous 
popularity of that program. The 24,000 is a little lower than it was 
several years ago when we had 30,000 applicants. The Navy is 100 
percent voluntary as I pointed out, even in recruits. We process 
twice as many as we take and select the best. We have a waiting list 
of 20,000 at the recruiting stations. The 24,000, under the Holloway 
plan, that is what it is, under our best estimate has run as high as 
30,000 in the past. And it is all in this matter of popularity of the 
program, in the selection of personnel, Mr. Chairman the selectivity 
is of a very high order, and is most advantageous to the Naval service. 

Mr. WiaGiesworrH. You have to go through an estimated 24,000, 
and pick out the best 2,000? 

Admiral Hotioway. That is right. We are limited to about 
2,000 and we will have about 24,000 applications. 

Mr. WiacGieswortn. In terms of personnel, what is contemplated 
in the fiscal year 1955 for this work, and what is it now? 

Admiral Hotitoway. I will ask Captain Smith if he will answer 
the question on the strength of the Naval recruiting in the personnel 
service this year as compared with the year before. 

Captain Smirx. The end of the fiscal year 1954 recruiting service 
in enlisted personnel, 1,741; officers, 285. 

Mr. WiaGieswortH. What was the figure for officers? 

Captain Smiru. Two hundred and eighty-five officers and 1,741 
enlisted personnel, with a planned reduction for the fiscal year 1955 
down to 1,387 enlisted personnel; 257 officers. 

Mr. WiaeG.ieswortu. Do you have the figures for, say, the end of 
the fiscal year 1953? 

Captain Smiru. Yes. The enlisted strength, end of 1953, 1,958; 
officers, 329. 

I can go back as far as 1951. At the end of 1952——— 

Mr. WieaLeswortu. In other words, from June 30, 1953, to June 
30, 1955, you are contemplating practically a 33 percent reduction in 
your enlisted personnel? 

Captain Smita. Yes. From the end of 1952, we had 3,000. 

Mr. Wieeieswortu. Three thousand enlisted personnel? 

Captain Smirn. Yes, sir. 

Mr. WieeLeswortu. How many officers? 

Captain Smiru. Three hundred and eighty-six at the end of 1952. 

Mr. Wice_eswortn. Procurement of military personnel is broken 
down into three divisions in the justifications; first, travel, lodging, and 
subsistence of applicants reflecting $6.60 per capita cost in respect to 
70,539 recruits and Nav-Cads; second, operation of recruiting facilities, 
427 in number, with a reduction of $52,100; and, third, recruiting 
media, which generally speaking, is publicity:in connection with this 
work, is it not? 

Admiral Hotitoway. Yes. 

Mr. WiaeieswortH. Which shows a reduction of $124,000. 

Admiral Hottoway. Yes. 
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Mr. WicG._esworrn. Are there any questions on this project, Mr. 
Ostertag? 

Mr. Ostrertac. Admiral, what is the comparison of the number that 
you contemplate recruiting or enrolling this year as compared with 
last year? 

Admiral Hottoway. The number of procurements in this year, 
Will you supply that, Captain ‘Smith? 

Captain Smiru. This present year, 63,149; fiscal year, 1955, 68,545. 

Mr. Osrertaa. I recall that we discussed enlistments earlier and 
I believe there will be about 100,000 enlistment turnover this year, is 
that correct? 

Admiral Hottoway. Enlistment losses? 

Mr. Osrertaa. I am talking about enlisted personnel. 

Admiral Hottoway. 105,000; some of those will be Reserves, 
calling back young boys who are in the Naval Reserve. 

That we call back in addition to the 68,000 recruits, due to the 
losses, Mr. Ostertag. Our new recruits represent a bigger figure this 
year than they did last year, even though an overall reduction in 
strength is indicated. 

Mr. Osrrertac. How do you put together the figure representing 
105,000? You gave me a figure of 68,000 plus. 

Captain Smirx. That figure I gave you, Mr. Ostertag, represents 
the Regular Navy. The difference lies in procurement of Naval 
Reserves and enlisted personnel. 

Mr. Osrertac. How does the 68,000 compare with the previous 
requirements? 

Admiral Hotitoway. Greater than last year for the Regular Navy. 

Mr. OsrertaG. Therefore, your responsibility in procurement, 
recruiting services, is as great, if not greater, than those of the past 

ear? 

Admiral Hotitoway. That is correct; it is greater. 


CATEGORIES OF PERSONNEL TO BE PROCURED 


Mr. WiaGLeswortu. I wonder if we could not have for the record 
in that connection a table that will show in terms of the categories 
mentioned here, the comparative figures for the 2 years. 

Admiral Hottoway. Yes. 

(The information requested fo!lows:) 


Categories of personnel to be procured 


1954 | 1955 
Reoruits 63, 149 | 68, 545 
Naval aviation cadets_..._- 2, 500 | 1,994 
Officers from civil life. ; 2, 968 2, 785 
Naval Reserve Officers’ Training Corps midshipme n. - : 2, 272 2, 000 
Officer Candidate School. 4, 307 | 400 
Naval reservists 13, 496 36, 000 


AUTOMOBILES ASSIGNED TO RECRUITING ACTIVITIES 


Mr. Osrertaa. Last year, Admiral, the subject came up as to the 
number of automobiles required in carrying out the recruiting opera- 
tions and at that time, according to the record, we had a total of some 
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547 vehicles assigned for ae in 428 recruiting facilities. Do you have 
a record covering your plans for the forthcoming year? 

Admiral Hotitoway. 

Captain Smirx. Three bondaod and twenty vehicles will be used in 
the recruiting service. 

(Nore. — The following statement was subsequently supplied: ) 

It is contemplated that 480 motor vehicles will be utilized in the recruiting 
service instead of 320 as testified. 

Mr. Osrertac. How many? 

Captain Smita. Three hundred and twenty. The figure last year 
was five-hundred-some-odd, it included numerous old vehicles which 
were not good enough to use and were being laid up as fast as we could. 
We have had to replace them to a great extent; the major difference 
is that the number we had last year included a lot of automobiles 
which we could not even use. Some of those vehicles were from 10 to 
12 years old. 

NUMBER OF RECRUITING STATIONS 


Mr. OstrertaGc. How many recruiting stations did you say we have 
in the United States? 

Captain Smiru. Forty-three main stations and 384 substations. 

Mr. Osrertac. Do we pay rent for facilities or is that usually an 
arrangement whereby you are permitted to use Government facilities? 

Captain SmirH. In the great majority of cases, in almost 400, we 
are in Government-owned space, mostly in post offices, courthouses, 
and so on. The Navy pays rent on 10 stations, amounting to a total 
of $9,660. 

RECRUITING MEDIA 


Mr. OsrertaG. On page 47 of the budget, you point out that the 
existing recruiting facilities are essential to officer candidate and officer 
procurement program, and to the continued effective maintenance 
of highly productive local contacts with schools, colleges, universities, 
newspapers, and radio and television stations. 

What would that mean in the light of the fact that this procure- 
ment item does not provide funds for media such as television and 
newspapers, and other forms of advertising? Do you carry on such 
advertising programs, and do you pay for that type of advertising? 

Captain Smiru. Yes. 

Mr. OsterraG. Does that appear somewhere else in the budget? 

Captain Smiru. No. It is carried in this activity, under the third 
item, and is reflected on page 50. However, we do not pay for news- 
paper advertising space, and we do not pay for radio time or television 
time. 

Mr. Osrertac. Do you feel that it is essential for the Navy to 
make public appeals for recruits? 

Captain Samir. Yes, we feel through our recruiting media and our 
advertising, we are in a favorable position today, rather than the 
reverse. 

Admiral Hotioway. If I may interpolate, Mr. Ostertag. It is 
not only the numbers essential for the processing and selectivity which 
we desire for the voluntary enlisted personnel, but also in the very 
business of processing, they are dynamic in their procurement of the 
best type of personne * For example, our recruiters go into the public 
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high schools. It is a saving to the Government to have boys who are 
well advanced in physics, for example, to go into the electronics 
technician school, and the radio schools, rather than having to start 
from scratch, because a lot of time is spent in the public schools in 
training already. 

That is just one example of how the recruiting service operates. 
That reaches through all facets of the program in getting the best 
personnel in the service on a voluntary basis. 

Mr. Osrerraa. Is there a public morale factor involved as well? 

Admiral Hotioway. It is great, yes, sir. 


NAVAL AVIATION CADETS 


Mr. Osterraac. On page 48 of the justifications, in the estimates, 
for travel, lodging, and subsistence of applicants for 1955, you show 
an increase in the number of recruits and naval aviation cadets of 
about 5,000. The point remains, however, that it calls for handling 
of 70,000 men. 

Captain Samira. I think that is made up in the naval aviation cadets, 
of the 1,994. 

Mr. Osrerrac. Aviation cadets make up the difference; is that 
correct? 

Captain Smirx. The 70,000 includes recruiting of the Naveads. 
The breakdown of that figure is 68,545 recruits and 1,994 naval 
aviation cadets. 

Mr. OsrsertaG. You are providing for 70,000? 

Captain Samira. 70,000 USN recruits and naval aviation cadets, yes. 

Mr. Ostertac. Did I understand correctly that you expect to 
recruit 68,000? 

Captain Smiru. 68,545 recruits as enlisted personnel. 

Captain Stickney. And 1,994 Naveads, and I think that brings 
the total to 70,539. 

Mr. Ostrertac. The difference is between the recruits and the 
Naveads? 

Captain Smiru. Yes, sir. 

Mr. Osrertac. Thank you, Admiral. 


MOTOR VEHICLES 


Mr. Suepparp. Captain Smith, if I heard you correctly in response 
to an interrogation by my colleague, you made the statement you had 
motor vehicles that were in the order of 10 to 12 years old. Did I 
understand you correctly? 

Captain Smirn. Yes, list year. 

Mr. Sueprarp. Are we still maintaining that type of vehicle? 

Captain Smirx. No, sir. 

Mr. SHepparp. In inventory? 

Captain Smirn. No, they have been turned in and we require 320 
vehicles, or request that number. 

(The following statement was subsequently supplied:) 

It is contemplated that 480 motor vehicles will be utilized in the recruiting 
service instead of 320 as testified. 

Mr. SHepparp. That was merely the inventory? 

Captain Smiru. Yes, sir. 
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RECRUITING MEDIA 


Mr. Suepparp. Admiral Clexton, is there another reflection in 
the budget having to do with the appropriation request for radio pro- 
duction, TV spot announcement functions, which appear at other 
places in the budget as well as here? 

Admiral CLexron. No, sir. I believe this is the only place in the 
Navy budget where there is TV, A similar item may be in the 
Marine Corps troops and facilities. 

Mr. Suepparp. With reference to the request reflected on page 50 
for radio production, for which you are asking $72,500, and TV spot 
announcements, for which you are asking $25,000; is that handled 
through an advertising agency? 

Captain Smita. No; it is handled by the publicity branch of the 
recruiting service. 

Mr. Sueprarp. Of your Department? 

Captain Smiru. Yes, sir. 

Mr. Sueprarp. Within the Department? 

Captain Smrra. Within the Bureau of Naval Personnel. 

Mr. Suepparp. Is it a contractual procedure? 

Captain Yes, sir. 

Mr. Sueprarp. How long do these contracts ordinarily run; is 
it a year-to-year basis, or how is it handled? 

Captain Smiru. I am not sure; I will have to check that. 

Mr. Suepparp. Are these contracts negotiated through competitive 
bids, or what is the method used in letting them? 

Captain Smirx. I am sorry, I do not know offhand. 

Mr. Suepparp. Will you place that information in the record? 

Captain Samira. Yes, sir. 

(The information requested follows:) 


RECRUITING MEDIA 
RADIO 


Radio contracts are obtained on competitive basis through letters of proposal 
and run for approximately 3 months. 


TELEVISION 


Television contracts are obtained on a competitive basis through the Bureau of 
Aeronautics and run for a period of 3 to 6 months. 

Mr. Suepparp. If I interpret this procurement correctly, it is for the 
purpose of putting this material together, getting it ready for exhibits? 

Captain Smrru. Yes, in the form of exhibits. 

Mr. Suepparp. And at the same time, the same thing applies to 
costs for spot announcements? 

Captain Smrru. Yes, sir. 

Mr. Suepparp. It is not a payment for time for either radio 
publicity or TV announcements? 

Captain Samira. That is correct. 


WELFARE AND RECREATION 


Mr. WiecieswortH. The “Welfare and recreation” request is for 
$1,194,800 as compared with $1,275,700 in the current fiscal year. _ 

The funds requested are stated to be required to meet the basic 
welfare and recreational needs of naval personnel. 


or 


235 


The item is broken down into motion pictures, library books, and 
commissioning allotments, covered in the budget at pages 51 to 55, 
inclusive. 

I notice that you propose to spend exactly the same amount for 
motion pictures in 1955 as for 1954, apparently reflecting a decrease 
in number of programs to offset the increase in average cost, primarily 
due to the use of color film; is that correct? 

Admiral Ho_itoway. Yes, sir. 

Mr. WicGLteswortn. In respect to library books, you expect to 
effect a savings of about $60,000, the expenditure contemplated being 
stated to represent 80 cents per capita for upkeep of ship and station 
allowances, and to provide for replacing anywhere from one-fifth to 
two-thirds of the books that wear out in the libraries. 

Admiral Hottoway. That is correct. 

Mr. Under ‘Commission allotments,’ you expect 
to effect a saving of about $21,000. 

To what extent is this picture affected by putting ships into moth- 
balls in 1955? 

Captain Cuarpte. I do not believe it will have any effect in this 
fiscal year because the books that are in the ships that are put into 
mothballs will be taken off and put into the library and become a part 
of the system. They would deteriorate if left on the mothball ships. 

Mr. WiceLeswortu. That is the reason I asked the question; I 
thought they might be available for use. 

Admiral Yes, sir. 

Mr. WicGLeswortn. By other ships, thereby reducing the overall 
requirement for new books. 

Admiral Hottoway. Mr. Chairman, in general, the ship’s library 
is watched closely and as ships go out of commission the books are 
taken off and distributed as required. 

We have not indicated a specific saving here for a reduction due 
to mothballing ships in the current year. 

Mr. WiaGLeswortnH. Are there any questions on welfare and 
recreation? 

Mr. Osrertag. Admiral, there is a slight decrease in the estimate 
as compared to last year in the funds requested for welfare and recrea- 
tion. That is true; is it not, Admiral? 

Admiral Hotitoway. That is true; yes. 

Mr. OsrertaaG. I note that the average cost of the motion-picture 
program is $12,203 per program. Does that mean that there are 30 
prints, in each program; in other words, 30 films? 

Admiral Hottoway. Yes. 

Mr. OstertaG. These films are used simultaneously on ships and 
various places? 

Admiral Hottoway. Yes. 

Captain Stickney. That is correct. Each program consists of an 
entire show, a feature, with the shorts that go with it. 

Mr. Osrertraa. In your justification, you say, and I quote: “There 
are made available approximately 5 programs per week, with 30 prints 
of each program being released.’”’ Does that mean 5 times 12 per 
week? 

Admiral Hottoway. No, the meaning of that—and perhaps Cap- 
tain Chapple could better explain it—is that any 1 ship or station has 
5 programs a week—5 programs are made available to it. In other 
words, the Des Moines, for one selected week, say in the Mediterranean 
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would have five programs available to the ship on the average, through- 
out the year. 

Mr. OsrerraaG. In order that the picture may be clear, it cost 
$12,000 approximately, for 30 prints; is that correct? 

Admiral Hotutoway. Yes, sir. 

Mr. OsrerraG. But the 30 prints are distributed throughout the 
whole naval service? 

Admiral Hotioway. Yes, sir. 

Mr. OsrertaG. But the sum total of the movie program would be 
about 330 prints; is that correct? 

Captain Stickney. During the year, Mr. Ostertag, there will be 
250 new programs, with 30 prints of each, and we will still have some 
of the programs of the previous year. Now, Captain Chapple could 
explain how they are distributed. 

Mr. OsrertaG. In order to clear up what is disturbing me, your 
justification says that there will be $36,000 in 1955; is that right? 

Admiral Hotutoway. Yes. 

Mr. Osrerrac. It also says that the average cost per program is 
$12,000; $12,000 is one-third of $36,000; therefore, that makes up the 
3 programs. 

Captain Stickney. The $36,000? 

_ Mr. Osrertac. And each program has 30 prints. 

Captain Stickngy. The $36,000 is the replacement. 

Admiral Hottoway. Just the replacement. 

Captain Stickney. Replacement of prints. The 250 new programs 
of 30 prints each, at a cost of $12,202 will cost $3,075,200. 

Admiral Hottoway. That is set up on page 53, Mr. Ostertag. 

Mr. OstrertaG. The fact is that these are new films? 

Captain Stickney. Yes, sir. 

Mr. Ostertac. At a cost of $12,000 each, which will go into 
the pool? 

Admiral Hotuoway. Yes. 

Mr. Ostertaa. Of the movie pictures? 

Captain Stickney. That is correct, sir. 

Admiral Ho.ttoway. At a cost of a little over $3 million. 

Mr. Osrertac. Referring to Mr. Wigglesworth’s inquiry about the 
library, with the increased number of ships going into mothballs, your 
requirements are stepped up, are they not, by virtue of new ships? 

Admiral Hottoway. We have some new ships coming in, sir, and 
you remember when we start putting ships in the mothballs, it takes 
anywhere from 3 to 6 months until the ship is laid up. People remain 
aboard her throughout the mothballing period. Some of the moth- 
balling will not start until the middle of the fiscal year, or the fourth 

uarter. 
i Mr. Osrertac. But the books in the library on those ships that go 
into mothballs are utilized in the Navy generally? 

Admiral Hottoway. Yes. When a ship is finally laid up and the 
men march off her, the books are taken off and put into the general 
pipeline of supply. 

Captain Stickney. This also represents the replacement of books 
by new books as they are published. It is not based so much on the 
number of ships or libraries, as it is on the number on active duty in 
the Navy. The number of books on one ship depends considerably 
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upon the number of personnel attached. Our most accurate method 
of making a sound budget determination is on a per capita basis; 
based on the total number of people for whom we provide books. 


HOMETOWN NEWS SERVICE 


Mr. OstertaG. Does your hometown news operation come under 
this heading? 

Captain Cuapp.ie. No, sir. 

Admiral Hotioway. Incidentally, that is a wonderful thing. I 
have seen it work in the field and it does a very fine thing. 

Mr. Ostertaa. I might say that I encountered a personal experience 
with it, as the result of my participation with the 6 Fleet in the 
NATO exercises, and many of the servicemen that I met at that time 
received recognition through the Hometown News Service to their 
hometown paper by means of photographs, and news stories. 

Admiral Hotuoway. It is very fine. 

Mr. Osrertaa. I think the reaction is very favorable because there 
was a warmth to it, and I can say from my personal experience that 
the servicemen are happy and proud to receive this recognition in their 
hometown areas. 

Admiral Hotitoway. It is a wonderful thing. A grassroots pro- 
gram—goes right down to grassroots. 

Mr. Ostertag. Thank you, Admiral. 


LIBRARY BOOKS 


Mr. Suerrarp. I do not know that I follow the explanation you 
gave to my colleague, relative to what actually happens to the books 
that are removed from the mothballed ships. It has been my previous 
knowledge that those books were taken off and placed into inventory 
and were then disbursed throughout the fleet in accordance with the 
requirements which is met by additional books. 

Admiral Hottoway. Yes; that was the thought I intended to con- 
vey, Mr. Sheppard, when I said they went into the pipeline. 

Mr. Suepparp. Yes, I think your vernacular was correct. 


MOTION PICTURES 


I have had one of my colleagues in the House ask me to inquire about 
this: Under your expenditure requirements, new prints, how long do 
you operate the prints before they become obsolete or nonusable; 
that is, about how long can they be exposed; would there be a low 
average? 

Captain Cuappie. A great deal depends, Mr. Sheppard, on the 
travel time. We have an estimate that the prints run in the order 
of 150 to 170 times a year. I can perhaps get more accurate infor- 
mation. 

Mr. SuHepparp. Will you put that in the record? 

Captain CHapp.e. Yes, sir. 

(The information requested follows:) 

The print is run on an average of 200 times each year. After 2 years (about 


400 showings), the lease expires and the print is returned to the company, At this 
time it is considered obsolete but not necessarily nonusable. 
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Mr. Suepparp. It seems to me that out of the total appropriation 
for the Air Force, the Navy and the Marine Corps, for the showing 
of films, you could well afford to have an exchange within the three 
services, thereby exchange films on comparable subjects, and naturally 
if there were such an exchange, it would be limited, I suppose, by the 
number of films that could be shown. 

Admiral Hottoway. Yes. 

Mr. Suerparp. | further express the feeling and my thinking on 
that point would be along this line, based on whether it would be 
practical to have an exchange of that character, but my experience 
would lead me to think that they are used pretty well until they can- 
not be used any more. 

Captain Cuape.ie. We only lease these prints for 2 years, and then 
they are turned back to the film firm from which we purchased the 
lease time. 

Mr. Suepprarp. In other words, while you are paying for the pro- 
duction of the films, you do not own the film outright? 

Captain Cuappie. No. 

Admiral Hottoway. May | interpolate—when you say pay for the 
production, we purchase them, we buy them under lease. We lease 
the complete film for a certain time—I do not know that it would be 
correct to say that we pay for the production of the film. 

Mr. Suepparp. Well, Admiral, I do not wish to be captious about 
it, but the interpretation, | am frank to say, the language in the 
justification is such that it could be a little confusing. 

Admiral Hotitoway. Yes. 

Mr. Suepparp. Am I right or wrong in that conclusion? 

Admiral Hottoway. You are correct. 

Mr. Suerparp. Now, for the record, let’s clear the situation up, 

entlemen, so that it will be absolutely clear to the Members of the 
anes You refer first to an item of 250 new programs, 30 prints at 
an average cost of $11,749 per program. Now what does that mean? 
The $11,749 appears in the justification. Just what is the actual 
meaning of the statement? 

Captain Cuapp.e. We are getting the use of 30 prints; 1 film of 
30 prints for a period of 2 years. 

Mr. Suepparp. In other words, the $11,749 is actually not the cost 
of production of the film, but the cost of 1 film with 30 prints? You 
fabricate the 30 prints from each film, and this represents the actual 
dollars so far as the production is concerned of the use of the film and 
the 30 prints. 

Captain Cuapp ie. That is correct. May I explain that a little 
further? 

Admiral Hotioway. If you will. 

Captain Cuarpie. The lease right is in the neighborhood of $10,000 
per program, and the other cost is the cost of making the prints. We 
pay $10,000 for the right to use the program for 2 years. 

Mr. Suerparp. Do you have exclusive right to the film during those 
2 years? 

Captain Cuappie. Not exclusive right, no. 

Mr. Suepparp. It is merely the right to use it? 

Captain Cuappie. And we are supposed to restrict it to 30. 

Mr. Suerparp. Just by way of making the record complete, for 
the benefit of the Members of the House who may ask about it, do 
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you make any charge in your operation which is returned to you for 
the use of the film? 

Captain Cuappie. Not in this particular program; I am talking 
about the motion picture program; the pictures which are used aboard 
ship, and at shore stations; there is no charge. 

Mr. SHepparp. Outside of that, do you have a different program 
at the land bases? 

Captain Cuappie. Yes. 

Mr. Suepparp. The same situation does not obtain on the land 
exhibition as it does aboard ship? 

Captain Cuappie. No. 

Mr. Sueprarpd. What is the difference, please, for the record? 

Captain Cuappie. On the land exhibitions, that program is handled 
more or less by the individual stations. There is usually a charge of 
12 cents for admission, 2 cents going to the Government for tax and 
the 10 cents, in varying amounts, depending on the quality of the 
picture, goes to the motion picture company that is permitting us to 
use it. 

Mr. SHerparD. Then as | understand it, there is no cost or charge 
for seeing the film aboard ship? 

Captain Cuappie. No; that is part of the motion picture program. 

Mr. SHerparp. But in handling your land base exhibits, they are 
not operated in the same type as they are aboard ship. 

Captain Cuappie. No. 

Mr. Suepparp. In other words, there is a commission, generally 
speaking, on the one hand? 

Captain Cuapp.e. There is a charge of about 12 cents, and we do 
not try to make a profit out of the operation. 


AFTERNOON SESSION 


Mr. WicGLeswortu. The committee will come to order. 


OTHER MORALE SERVICES 


We will take up ‘Other morale services,” project No. 4—C, beginning 
at page 56 of the justifications, where there is a request for $370,000, 
a decrease of $26,800 as compared with the current fiscal year. 

This includes an item for taking care of the requirements for mini- 
mum allowances of equipment and expendable religious supplies for 
use in 1,257 chapels, with a stated average cost of $299 for each of 
836 chaplains, or approximately 27 cents for each of the 925,734 Navy 
and Marine Corps personnel on active duty. 

The request is for $250,000, which is $25,700 less than the current 
year, for the chaplains. 

There is also a small amount for medals and awards, which also 
reflects a reduction. 

There is an item for USO shows in the same amount as in the 
current fiscal year. 

FIELD OPERATING EXPENSES 


Under project 4—D, ‘Field operating expenses,”’ there is a request 
for $7,377,500, a reduction of roughly $600,000 as compared to the 
current fiscal year, which is broken down into quite a number of items, 
most of them pretty small. 
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There is an item of $148,000, which is $9,600 less than in the current 
fiscal year, for ‘Reserve officers performance recording activity.” 
What is that? 

Captain Stickney. Under Public Law 810 of the 80th Congress, 
Mr. Chairman, we are required to maintain a record of performance 
of the Reserve officers. There are various ways of obtaining points 
contributory for eligibility for retirement. 

Mr. Wiacieswortu. For service records? 

Captain Stickney. No, sir. Records of participating in drills, 
completion of various correspondence courses and so forth. 

Mr. WieG.iesworth. The largest item is apparently an item of 
$3,231,700, which is $202,000 less than for the current fiscal year, for 
district headquarters operating expenses. 

The justification states: 

The justifications state that this subproject provides support for those offices 
in the district headquarters which are specifically concerned with training and 
distribution of personnel and the exercise of the comptrollership function with 
respect to Bureau of Naval Personnel. In 12 districts the Bureau-sponsored 
offices will be affected by a transfer of functions to the Bureau, and a concurrent 
decrease in workload; it is thus planned to eliminate 46 positions in these areas. 

How many personnel are involved in these 12 offices? 

Captain Stickney. There are 815 positions, or 800.2 man-years. 

Mr. In 1955? 

Captain Stickney. In 1955. In 1954 there were 861 positions. 

Mr. There is an item for ‘Naval stations’ of 
$550,000, which shows about a 10 percent decrease compared to the 
current fiscal year. 


PERSONNEL ACCOUNTING MACHINE INSTALLATIONS 


There is an item for “Personnel accounting machine installations” 
of $565,400, which is an increase of $17,900. What are these ma- 
chines and why the increase? 

Captain Stickney. The personnel accounting machine installation 
is the system of personnel accounting used in the Navy. It is 
through this organization that the Bureau of Naval Personnel is able 
to maintain control of the strength and distribution of the Navy, its 
gain and losses, promotions and other changes in status of individuals, 
and to develop special studies of many types in connection with 
manpower utilization and establishment of naval manpower require- 
ments. 

The increase in fiscal 1955 of a total of $17,900 is a net increase. 
There is a decrease of $25,100 in rental and equipment, but an in- 
crease of $43,000 to cover the expenses of the transfer of the person- 
nel accounting machine installation from the Federal building in New 
Orleans to the naval station at Algiers, La. 

Mr. Wiccieswortu. Are these IBM machines? 

Captain Stickney. Captain Curtis, who is in charge of our instal- 
lations there, can explain it better, perhaps. 

Rae? WiccLeswortn. We rent these machines? We do not buy 
them? 

Captain Curtis. Yes, sir. 

Mr. WiaGLeswortH. From whom do we rent them? 

Captain Curtis. IBM. 
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Mr. WicGieswortH. How many machines does this figure cover 
the rental for? 

Captain Curtis. We have a breakdown here. We do not have 
the total, but we have a breakdown by numbers. 

There are 18 installations, only 14 of which are paid for by Bureau 
of Personnel funds. The others are paid for by Bureau of Aeronautics 
funds because the installations are on naval air stations. 

Mr. WiGGLEesworrtu. So there were 14 installations covered by this 
request? 

‘aptain Curtis. Yes, sir. 

Mr. WieGLeswortn. How many machines? 

Captain Curtis. It will be a total of 292. 

Mr. WiaG.Leswortn. That is an average of approximately $2,000 
a year rental per machine? 

Captain Curtis. The estimate includes funds for consumable sup- 
plies peculiar to installation operation. The rental runs in various 
amounts for various machines. 

Mr. WieGLeswortH. What is the low and what is the high? 

Captain Curtis. The highest one here is about $5,280. 

Mr. Hows. $60 is the low rental per month; $720 annually per 
machine. 

Mr. WieeLteswortH. A minimum of $720 and a maximum of 
$5,280? 

Mr. Hower. That is right; yes, sir. 

Mr. WiaeGLeswortH. Does that reflect any decrease as compared 
with the number of machines now in operation? 

Captain Curtis. It is the same number this year as last year. It 
is under continuous review to reduce. 

Mr. WieGcieswortH. Under continuous review to reduce, but no 
reduction? 

Admiral CLexton. Is it not true that the orderly obligation of 
your money and hence the whole personnel program is based on the 
machine records and not on the data you get from the disbursing 
officers? 

Captain Stickney. We, of necessity, have to use this information 
to establish our obligations in the pay appropriation, because the 
actual disbursing officer’s reports or accounts are submitted only every 
6 months. It would be an unacceptable delay if we did not establish 
obligations statistically based on information obtained from the 
PAMI. From that we know that the various pay grades and the 
number of people and what their entitlements will be. It gives us a 
very accurate means of establishing obligations. 


SHORE PATROL 


Mr. Wiccieswortu. There is an item for the “Shore patrol’’ in 
the amount of $600,000, which reflects a decrease of $200,000. That 
represents a reduction in the size of those assigned to this type of work, 
I take it? 

Captain Stickney. Yes, sir. 

Mr. WieGteswortu. How many will you have in the shore patrol 
in 1955? 

Captain Stickney. The shore patrol as provided here is in the 
United States and out of the United States, Mr. Chairman. That 
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outside of the United States has no definite personnel assigned to it. 
When the ships are in various ports they land the necessary shore 
patrol, depending upon the liberty party and, of course, the conditions 
in the area. That is the item of $502,500. 

Within the United States we have an allowance of personnel assigned 
to shore patrol by the naval districts. In 1955 there will be 38 officers 
and 475 enlisted men. In 1954 it is the same. 

Mr. Wiae._eswortn. This request for $600,000 compares with a 
request for $1,728,258 2 years ago; is that right? 

Captain SrickNry. Yes, sir. 


TRAVEL OF PERSONNEL ON TEMPORARY RETIRED LIST 


Mr. Wiaauesworru. [ notice an item on page 71 entitled ‘Travel 
of personnel on temporary retired list’? which reflects an increase from 
$171,900 to $241,900. That is a very substantial increase, though it 
is not a large item. 

‘aptain Stickney. The personnel on the temporary retired list 
are required to report for periodic physical examinations for a reex- 
amination to determine their status. The number that will have to 
travel in order to be given a physical examination is going to be con- 
siderably increased in 1955, sir. 

Mr. WiaGiesworru. Why is the number going to increase? 

Captain Stickney. The number this year who will be required to 
be reexamined due to the elapsed period since their last examination 
has increased considerably. 

Mr. WiaGLteswortH. When you revise your remarks I wish you 
would put in an explanation of that. 

Captain Stickney. Yes, sir. 

(The information is as follows:) 


TRAVEL OF PERSONNEL ON Temporary Retirep List 


The estimate covers the travel of personnel on the temporary disability retired 
list who are directed to appear for periodic examinations in accordance with 
provisions of Public’Law 351, 81st. Congress, title IV, Career Compensation Act 
of 1949 (U. S. C. 37 271-285). This provision provides that periodic physical 
examinations be given at intervals not to exceed 18 months over a period of 5 
years to determine whether the disability for such personnel has changed. If 
it is determined that a disability has changed or has become stabilized, personnel 
are normally ordered before 1 of the 11 Physical Evaluation Boards located 
throughout the United States for disposition, i. e., severance pay, return to active 
duty, permanently retired or remain on the temporary retired list. As a result, 
the requirements for this program will continue to pyramid until such time as the 
decrements equal the accessions. Peak requirements should be reached in fiscal 
year 1958. The stimate for 1955 is based on the following computation: 
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Summary of accessions and eraminations 


} } 
| First peri- | Second peri-| Third peri- | Tetal peri- | Physi 
| 


Accessions | odie exami- cal 
odic odic odie nations 

Board 


| om. | En- | Off-| En- | Off-| En- | OM-{ En- | Off-| En- | exami- 
cer | listed cer | listed | cer | listed | cer | listed | cer | listed nation 


December 1950. 18 | 440 | (4) | (1) 

June 587] 482] | @) | (1) (1) (1) 

Fiscal year 1951...-..--.| 75 | 22 (1) | () () (') 
December 1951 850 7 63 | (4) 7 63 

June 115] 854} 522) @) (1) 2%} 522 

Fiscal year 1952... .---- | 199) 1.704 35 585} () | () (') 35 | 585 218 
December 1952... | 146] 1,270 55 430 | 12] 89) () 67 519 
| 221 | 1,182 gh 928; 2 240 | (1) 114 | 1,168 

Fiscal year 1953 oat 367 | 2,452 146 | 1,358 | 35 329 () (') 181 | 1, 687 347 
December 1953 .----| 2180 | 21,236] 139 2) 370) 160 | 1,319 

June 1954...............| 2180 | 21.236 | 112] 1.074 53 406 | 165 | 1, 480 

Fiscal year 1954... 2360 | 22,472 | 251 | 2,023 74 776 | 325 | 2.799 537 
December 1954... ......| 2180 | 21,236 | 246/ 1,185 | 529 3 25 | 311 | 1,739 

2180 | 21,236 | 2180 21, 236 81} 497 12 169 | 27 1, 902 
Fiseal year | 2360 |22,472 | 426 | 2,421 | 143] 1,026 | 15 ¢ 3, 641 864 


Total accessions. | 1,368 | 10,046 |____- 


1 No periodie physical examinations scheduled. 
2 Estimated—actual figures not currently available. 


Mr. Wiace._eswortnu. Are there any questions on project 4-C or 
4—D, “Other morale services or field operating expenses,’ Mr. Oster- 
tag? 

FIELD OPERATION EXPENSES 


Mr. Osrerraa. In regard to “Field operation expenses” there ap- 
pears to be a reduction of some $608,000 as compared with fiscal year 
1954; is that right, Captain? 

Captain Stickney. Yes, sir. 


MOTION-PICTURE SERVICE 


Mr. Ostrertac. What is the relationship of the funds here to that 
of other motion-picture funds provided elsewhere, totaling $54,000 for 
the motion-picture service? Why is that separated from your motion- 
picture funds that were in the other category? 

Captain Stickney. This item, Mr. Ostertag, is the operation of the 
exchange center that handles the distribution of the films. The other 
item was the leasing of the films. 

Mr. OstrertaGc. What does this $54,000 cover? Is it service? 

Captain Stickney. Yes, sir. 

Mr. OstertaGc. What would make up the item of $54,000? I take 
it from what you say it is not for film. 

Captain Stickney. That is correct, sir. That item consists of 9 
positions, salaries. There is $1,000 or $1,100 for travel. Communi- 
cations is $400. Rents and utilities is $9,000. Supplies and ma- 
terials are $4,500. It is the general office expense of running that 
exchange, sir. 

Mr. OstertaG. Civilian personnel? 

Captain Stickney. Yes, sir. 
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SHORE PATROL 


Mr. Ostertac. In considering the funds for the shore patrol, which 
Mr. Wigglesworth referred to a moment ago, pointing out that there 
is a reduction of $200,000 in this item, [ take it that this money pays 
for the expenses outside of the normal operations of the Navy for 
men assigned to shore patrol duty. 

Captain Stickney. That is correct, sir. 

Mr. Ostertaa. Such as travel and lodging and meals? 

Captain Stickney. Yes, sir. Meals away from the station. It is 
the additional expense because we have people on this type of semi- 
detached duty while they are ashore, even though the ship is in port. 
In performing their duty they have a certain amount of travel to do 
by local vehicles. Their meals have to be purchased away from the 
ship. It is to cover those expenses. 

Mr. Ostertaa. Captain, how do you account for a 25 percent 
reduction in the cost? Will there be less shore-patrol duty than 
heretofore? 

Captain Stickney. In the districts they are reducing some on the 
train riders and trying to cut expenses of the shore patrol down as 
— as possible. There will be some reduction outside the United 

tates. 

On that which is outside the United States, there is an allocation 
which we handle directly in the Bureau of Naval Personnel. As you 
undoubtedly have observed, we cannot plan exactly in detail a year 
in advance how long the ships are going to stay in certain ports and 
what the exact requirements are going to be. The trend under the 
present operating conditions indicates that in 1955 there will be less 
need for funds for the shore patrol. Although the disposition of 
the fleet is approximately the same, there is an indication it is going to 
cost a little less money and we have attempted to reflect that in the 
budget. 

CIVILIAN CLOTHING 


Mr. Osrertag. Under the item of “Civilian clothing outfits” there 
is an appropriation of $270,500 for fiscal 1955. As I understand it, 
this covers civilian clothing for men who are discharged without honor 
or other similar circumstances, where the policy of the Navy is to take 
the uniform away from them; is that correct? 

Captain Stickney. That is correct; and to assure that they have 
an adequate civilian outfit. That is an allowance of $30. The 
people to which this applies are the personnel who are discharged 
either as dishonorable, bad conduct, undesirable, inaptitude, or for 
unsuitability. 

Mr. Osrerraa. Is the reason for that based on the fact that the 
Navy refuses to permit a serviceman to wear the uniform from that 
point on? 

Captain Stickney. Yes, sir. Those that are discharged for the 
reasons I just enumerated, Mr. Ostertag. 

Mr. OstertaG. In your justifications you point out that this figure 
is based on an experience rating of 1.43 percent of the average number 
of enlisted personnel or a total of 9,016 to be discharged under these 
conditions during fiscal 1955. 

Captain Stickney. Yes, sir. 
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Mr. Osrertaag. First of all, I am amazed at the total number, even 
though it appears to be a small percentage. 

Captain Stickney. It has been developed from the records, sir. 

As you will notice, in the submittal for 1953 it was a much smaller 
amount. At that time we had a stock of civilian clothing from which 
we issued. It was clothing that had been recovered from an officer- 
candidate program and had been renovated and altered as necessary 
to serve as civilian clothing. From that stock they were issued to 
people who were discharged under other than honorable conditions. 

That stock has been depleted, so that we have had to increase our 
budgetary requirements in the last 2 years. 

Mr. OsrrertaGc. What contributed to the fund? 

Captain Stickney. The accumulation of excess used clothing in 
the officer candidate program. 

Mr. OstertaG. Does that account for the sharp difference between 
1953 and 1955? 

Captain Stickney. Yes, sir. 

Mr. Ostertaa. Is the difference the amount between $192,200 
and $270,500? 

Captain Stickney. Yes, sir. 

Mr. Osrertaa. Despite the fact that your manpower has been 
sharply reduced? 

Captain Srickney. That is correct, sir. 


BANDS 


Mr. Ostrerraa. Under “Bands,” which is shown on page 70 of the 
justifications, | am wondering why it is necessary to provide for the 
Naval Academy Band under this heading of ‘Field operating ex- 
penses,”’ rather than under the Naval Academy itself. Admiral, do 
you care to comment on that? 

Admiral Hottoway. Not on the exact reason why we put it under 
this appropriation. The Naval Academy Band, of course, is an 
historic group which adds greatly to the color and glamour of the 
institution. They play the brigade into the chapel every Sunday 
morning, at dress parades and all that sort of thing. 

Mr. Ostrertaa. Admiral, I do not think you are following my 
question. 

Admiral Hottoway. Why it should be in this appropriation? 

: Mr. OsrertaGc. Yes. I do not question the need or purpose of the 
and. 

Captain Stickney. Budgetwise it was in order to present all bands 
in one package for reviewing by the Congress. Here are all the bands 
in one package, rather than having them distributed through several 
of the appropriations, sir. 

Mr. Osrertac. They are in this package here, but on the other 
hand the expenses of these bands are not attached to the actual 
operations of which they are a part, therefore, it does not reflect a 
true picture of the cost of operation or the relationship of the band 
to a particular field of operation. 

Captain Stickney. Yes, sir. 

Admiral Hotitoway. Mr. Ostertag, the format on many of these 
things is adopted by us on advice of the Secretary of Defense Comp- 
troller to bring uniformity of presentation to bear in giving the budget 
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to the Congress. I believe that is the basic reason we put all the 
bands together here. This is not pay. This is the cost of mainte- 
nance. 

Mr. Ostrertac. Mr. Sheppard? 

Mr. Suepparp. No questions. 


OTHER PERSONNEL FACILITIES 


Mr. Ostertac. We will turn to budget activity No. 5, “Other 
personnel facilities.” 


OPERATION AND MAINTENANCE 


Under “Operation and maintenance” it appears that the estimate 
for fiscal 1955 is $6.4 million as compared with $7,435,100 for fiscal 
1954, which is a decrease of $1,035,100. 

This project provides for the operation and maintenance of several 
types of personnel facilities under the management control of the 
Chief of Naval Personnel. 

The summary table which appears on pages 80 to 85 inclusive will 
be inserted in the record at this point. 

(The information follows: ) 


Summary table 


Operation and | + Difference 
miscellaneous Total 1955 compared 
repairs ‘| with 1954 
Receiving station, Boston, Mass.: | 
747, 300 145, 100 | 802. 400 |....... 
1955 736, 300 | 30, 300 | 766, 600 — $125, 800 
Receiving station, Brooklyn, N. Y.: } | 
— 601, 52, 500 654, 200 — 286, 400 
Receiving station, Philadelphia, Pa.: 
307, 500 69, 600 377. 100 
1955 289, 900 25, 800 315, 700 —61, 400 
Reeeiving station, Washington, D. C.: 
1, 553, 700 77, 1, 681, 500 
1955 ih ak ied 1, 513, 700 10, 900 1, 524, 600 —106, 900 
Receiving station, Norfolk, Va.: } 
1963. andi 29, 197 | 700 29, 897 
1955 30, 000 3, 600 33, 600 +3, 600 
Receiving station, Charleston, S. C.: | 
1954 135, 400 | 185, 000 
1955 135, 400 92, 000 227, 400 —93, 000 
Receiving station, San Diego, Calif.: 
1963... ... 52h, 697 197, 055 
1954. 538, 300 | 86, 400 624, 700 
955 : j a 526, 300 | 69, 200 | 595, 500 | — 29, 200 
Receiving station, Long Beach, Calif.: } 
1954 ghoune 5, 000 0 5, 000 wa 
1955 5, 000 | 1, 800 6, 800 +1, 800 
station, Treasure Island, } 
| 
1954... 52, 100 | 500 52, 600 
1955 52, 100 | 1, 900 54, 000 | +1, 400 
Receiving station, Seattle, Wash.: | 
Receiving station, Pear] Harbor, T. H.: | 
1954 = 250, 700 | 109, 200 | 
1955... 250, 600 51,700 | 302, 300 | — 57, 600 
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Summary table—Continued 


| | 
Special projects 


| Operation and 
miscellaneous 


+ Difference 
Total 1955 compared 


| repairs and equipment | with 1954 
Naval barracks, Bremerton, Wash.: 
1953 $132, 005 | $154, 5€ 
1954 “e 108, 500 | | 115, 000 
1955 | 108, 500 | | 129, 000 +-$14, 000 
Marine Barracks, Seattle, Wash.: | | } | 
} 11, 929 | 3, 223 | 15, 152 | 
| 11, 900 | 0} 11, 900 | 
ee a 11. 900 | 0 | 11, 900 0 
Reunite Command, Portsmouth, | | | 
1953... 210, 711 81, 362 292, 073 | 
S 328, 800 | 144, 700 | 473, 500 
1955 - oa 317, 800 | 54, 200 | 372, 000 —101, 500 
Retraining Command, Norfolk, Va.: | | 
‘ 233, 773 37, 463 271, 236 
Ae 254, 900 40, 200 | 295, 100 
1955... 23%, 900. | 38, 000 | 271. 900 —23, 200 
—, Command, Camp Elliott, | | 
Calif.: } | | 
141, 477 | 77, 920 | 219, 397 
332, 600 | 80,000 | 412, 600 
1955. 293, 400 | 46, 200 | 339, 600 —73, 000 
Ex-Naval Training Center, Gulfport, | | 
iss.: | | 
= 4,139 | 3, 550 | 7, 689 
11, 600 | 13, 700 | 25, 300 
11, 600 | 0} 11, 600 —13, 700 
Ex-Antiaircraft Training Center, Pacific | | | 
Beach, Wash.: } | } 
Ex-Naval Diesel School, Richmond, 
a.: 
7, 718 0) 7, 718 
13, 300 | 20, 000 33, 300 | 20, 000 
Naval Home, Philade!phia, Pa.: | 
518, 400 | 5, 000 | 523, 400 
504, 400 | 0} 504, 400 —19, 000 
Naval Personnel Center, Omaha, | | 
Nebr.: | 
1963 155, 872 42, 249 | 198, 121 
158, 200 40, 500 | 198, 700 | 
1955- .-..- secaoudl 155, 200 39, 100 194, 300 | —4, 400 
Subtotal field: | | 
ae a 5, 527, 064 | 1, 141, 009 | 6, 668, 073. | 
6,019, 200 | 1, 303, 100 | 
a es 5, 800, 300 | 557, 700 | 6,358, 000 | — 964, 300 
Veases, projector repair contract and } | 
transportation of things: | | | 
81, 284 | 81, 284 | 
| 42, 000 | 42, 000 | 
42, 000 | 42, 000 | 
Automotive, weight handling and con- } | 
struction equipment: | } } 
18, 605 | 18, 605 | 
} 70, 800 | 70, 800 | 
Grand total: 
5, 527, 064 1, 240, 898 | 6, 767, 962 |...... 
| 6, 019, 200 1, 415. 900 7, 435, 100 |. 
5, 800, 300 599, 700 6, 400, 000 —1, 035, 100 


Mr. OsrertaG. Admiral, do you care to comment on the basis for 
this reduction? 

Admiral Hottoway. Mr. Ostertag, the reduction is brought about 
by a continuing process of careful screening as we consolidate and 
stabilize after the cessation of hostilities, and when we are not con- 
fronted with major measures of mobilization. 

The receiving ships are a particularly important part of our ma- 
chinery for the distribution of naval personnel, and for separation as 
men are paid off. They have been carefully screened to reduce to a 
minimum the overhead of personnel to conduct them. 


| | 
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RETRAINING COMMANDS 


The retraining commands are inspiring institutions to see, because 
we are getting restored to duty a great many disciplinary cases, and 
if we did not have the retraining commands they would be lost to the 
service and also they would be largely lost to themselves and their 
families. 

I hope, Mr. Sheppard, you are aware that we have moved our 
retraining command down from Mare Island into Camp Elliott. 

I do not like to call it a prison. Actually it is a place where 
prisoners—people incarcerated for disciplinary reasons—are sent, not 
entirely from a punitive point of view, but to rehabilitate them by 
training, by the work of chaplains, by the work of psychiatrists and 
doctors, and by the manual techniques which occupy the men objec- 
tively, to develop in them a good attitude of loyalty, and restore them 
to the naval service as United States men-of-war men and citizens. 

Mr. SHepparD. Off the record. 

(Discussion off the record.) 

Mr. Suepparp. With reference to the training program which you 
have just referred to, Admiral, what percentage of personnel taking 
that course of training becomes adaptable to military functions? 

Admiral Hotnoway. About 50 percent, Mr. Sheppard, are re- 
stored to duty; fully restored to duty and become useful men-of- 
war men in the Navy. 

Mr. OstrertaG. This appropriation includes the Naval Home; does 
it not, Admiral? 

Admiral Hottoway. That is correct, sir. 

Mr. Osrertaa. Is it an institution for the aged former naval 
personnel? 

Admiral Hottoway. That is correct, sir. It has an_ historic 
connotation. 

Mr. Osrertac. Primarily this is a program of rehabilitation and 
training for servicemen who require some additional care of one kind 
or another? 

Admiral Hottoway. That is not the Naval Home, sir. 

Mr. Osrertaa. I understand. 

Admiral Hotuoway. The retraining command; yes, sir. The 
retraining command is a disciplinary program for people who have 
been sentenced for disciplinary breaches but who have sufficient 
potential to be not discharged summarily but placed in the retraining 
program with the thought toward their rehabilitation and restoration 
to full honorable status and duty in the Nation. 

Mr. OstertaG. How many men are involved in this program? 

Admiral Hottoway. The number of prisoners in the retraining com- 
mand is 2,779, sir, in the 3 retraining centers. 

Mr. Ostertac. As I understand it, these facilities include 650 
temporary buildings and 262 permanent buildings which have been 
acquired at a total cost of $47,335,000? : 

‘aptain Stickney. That is correct, sir, for all the facilities in this 
budget activity. 

Mr. Osrertac. In connection with the budget before us, which 
totals $6.4 million does that cover personal services for the operation 
of this program? 

Admiral Hotitoway. Yes, sir. 


= 
| 
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Mr. Osrrertac. It covers maintenance of these facilities? 

Admiral Hotutoway. Yes, sir. 

Mr. OsrertacG. And all necessary items of that nature? 

Admiral Yes, sir. 

Mr. OstertaG. Do you look for a reduction in this program as a 

art of the reason that reflects the $1,035,000 reduction in the budget 
item? 

Captain Stickney. There will be a few less people passing through 
the receiving stations, but we will have a greater number of separations 
so in reality the savings in this area are primarily due to improvement 
in management. 

Mr. Ostertac. Improvement in management? 

Captain Stickney. Yes, sir. 

Mr. OstertaG, Are you contemplating further improvement? 

Captain Stickney. We are continually working on that, Mr. Oster- 
tag. We try to do our job as economically as we can within proper 
protection and preservation of Government property. 

Mr. OstertaGc. Mr. Sheppard, have you any further questions on 
this item? 

Mr. Suepparp. No further questions. 


RESEARCH AND DEVELOPMENT 


Mr. Ostertac. We will turn to budget activity No. 6, under the 
heading of ‘‘Research and development.”’ This project calls for funds 
totaling $450,000 for fiseal 1955, whieh is the same amount appro- 
priated for fiseal 1954. 

Can you indicate, Captain, whether or not you have any unobligated 
funds involved in this project? 

Captain Stickney. I am sure in this particular area we will not 
have any unobligated funds. The $450,000 was on a reprograming 
of the amount assigned to this activity. In the budget request there 
was $600,000 last year. The Congress indicated we should take some 
reduction in this area. They did not specify the $150,000. 

Before the vear is out, in order to carry out the program properly, 
it may be necessary to increase the $450,000 by $5,000 or $6,000. We 
are trying not to do so, but because of that I am practically certain 
there will be no unobligated balance here, sir. 

Mr. Osrerrtac. In order that the record may be clear and that I 
may understand the purpose of this appropriation for “Research and 
development,”’ would you describe, Admiral, the basic purpose of this 
research? 

Admiral Hottoway. May I give it in general terms and then ask 
Capt. Lindsey Williamson, Director, Personnel Analysis Division, 
Bureau of Naval Personnel, to add to my remarks, sir? 

Basically the situation is this. We have tremendous scientific 
developments in such areas as guided missiles and underwater detec- 
tion of submarines and electronics and almost every field of com- 
munications and weapons. It is essential that we keep abreast of the 
scientific and material development of weapons and their application 
with the development of requirements for the personnel, and also the 
determination of the type of personnel and the qualities such men 
must have if they are going to operate this very high-tempo,.complex, 
and fast-moving equipment. 
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It is with that consideration in mind that the Bureau of Naval 
Personnel carries forward presonnel analysis and research. 

I will ask Captain Williamson to further develop that thought, if I 
may, sir. 

Captain WiiuraMson. If I might, sir, I would like to give 1 or 2 
examples of exactly what we do in the field of personnel research. 
We do try to develop useful tools for the people in the operational 
field in personnel to use for the better utilization of manpower. 

Mr. OsrertaG. May I ‘interrupt you, Captain, by asking whether 
you are trying to develop tools or develop men? 

Captain Witiramson. We develop instruments which the operating 
people that handle personnel, who assign them and direct them, can 
use in their work from day to day, sir, for more efficient implementa- 
tion of manpower. 

By tools, sir, I mean a written instrument or a method or a tech- 
nique. I do not mean hardware. 


ELECTRONICS TECHNICIANS SELECTION TEST 


For example, sir, we have developed for use in the Navy what 
we call an electronics technician’s selection test. We have quite a 
problem in the Navy of getting the right persons in the Navy to handle 
and maintain the repairs on our very complicated electronics equip- 
ment. We have developed a test whereby we do not have to neces- 
sarily take the very brightest of the enlisted men and put them into 
that kind of work. We can go a little further down the scale of mental 
abilities and take those people whom we can test and know are able to 
handle the equipment without being, you might say, on the college 
graduate lev al so far as mental ability is concerned. 

Mr. SuHeprparp. Pardon me just a moment, Mr. Chairman. 

Mr. Osrertac. Surely. 

Mr. Suepparp. Going just a little bit further into this basic 
operation here on which you evaluate the mental capacity of a human 
being, would you explain that electronics process a little further, 

ease? 
¥ Captain Wititiamson. We have developed and use now for general 
mental grading in the Navy the basic test battery. We use that for 
sealing the men so far as mental ability is concerned. On top of that 
we have developed the electronics technician’s selection test. That 
is highly pointed to bring out what a person can know or show so far 
as electronics is concerned. 

When we couple that testing paper, which is a written instrument, 
with the basic test battery, we can predict, | would say, with probably 
a goodness of 80 percent whether or not that man will be able to com- 
plete our course of traming which is required for an electronics tech- 
nician. 

Mr. Suepparp. Am I right in assuming that you are now discussing 
a formula of procedure in which the response of the candidate who 
is under examination is the indicating factor for grading purposes? 
It is not done by electrical impulses or something of that kind? 

Captain Wituramson. No, sir. This is a written instrument, sir. 

Mr. SHepparp. I wanted the record to be clear on that. That is all. 

Mr. OstertaG. Captain, in your justifications you point out that 
these studies or research projects relate to manpower and manpower 
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requirements with the idea of improving the Navy’s system for deter- 
mining military manpower requirements both in quality and in 
quantity? 

Captain WiLuiAmson. Yes, sir. 

Mr. OstertaGc. And that this involves: (a) The development of 
improved techniques for determining, stating, and justifying naval 
manpower requirements, both numbers and kinds, (6) the assessing 
of manpower resources such as the occupational skills of the Naval 
Reserve and the civilian labor market, and (c) matching requirements f 
and resources effectively. Does that in substance cover the area of 
the purpose of this research program? 

Captain WiLuiAmson. Yes, sir; it does. 


JUSTIFICATION OF ESTIMATE 
Mr. OstertaG. We will insert in the record portions of the material 


appearing on pages 88, 89, 90, and 91 of the justifications. 
(The information follows:) 


| + difference 
1953 1954 1955 1955 com- 
actual estimate estimate pared with 
| } 1954 
(a) Manpower requirements. -__...............- $157, 500 $139, 000 $166, 000 +-$27, 000 
(6) Training and education a 203, 600 155, 000 | 142, 000 | —13, 000 
(c) Procurement, selection, and assignment of } 
260, 316 126, 000 | 128, 000 | +2, 000 
(d) Personne] manage 10, 000 30, 000 | 14, 000 | —16, 000 
631, 416 450, 000 | 450, 000 | 0 
{a) Manpower requirements and utilization 
1. Improving classification systems for identifying and reporting officer billet 
and qualifications requirements. 
: 2. Determining effects of new weapons and operations on petty officer ratings. 
3. Minimum billet and qualifications requirements of commissioned officers. 
4. Improving methods to eliminate manpower waste in naval organizations. 
5. Development of minimum skill and knowledge requirements for enlisted 
personnel. 
6. Determining minimum physical requirements for naval billets. 
7. Numbers, kinds, and qualifications required for billets in air antisubmarine 
operations. 
8. Numbers, kinds, and qualifications required for billets in shore antisubmarine 
(LOFAR). 
9. Improving system for classifying enlisted assignments and skill requirements 
(b) Training and education 
1. Research in recruit training. 
2. Followup of graduates of service schools. 
3. Practical performance measures for operational use. 
4. Studies on team training. 
5. Training of officers in the school of the line. 
6. Training for surface antisubmarine ratings and billets 
7. Training of personnel for shore antisubmarine warfare billets. 
8. Training of personnel for air antisubmarine billets 
9. Training of personnel in mine warfare billets 
10. Training of personnel for guided missiles. 


(c) Procurement, selection and assignment of personnel 
1. Development of classification procedures for special assignments for billets 
in new weapons systems. 
2. Development of improved procedures for evaluating previous military and 
civilian experience of reservists for assignment purposes. 


252 


: a et and improvement of selection and classification procedures for 
omreers . 

. Development of reliable measures of shipboard performance; especially in 
new weapons systems. 

; pe a of fitness reports, petty officers evaluation forms and quarterly 
marks. 

. Identification and measurement of individual traits required for effective 
performance of naval duties. 

. Development and improvement of selection and classification procedures for 
enlisted personnel. 

Mr. OsrertaG. Are these contract projects? 

Admiral Hottoway. Some are, sir, but we do a great deal ourselves 

with our own staff. I will ask Captain Williamson to elaborate 

on that. 

Captain Witiiamson. All of the funds requested, sir, for fiscal 
1955 are for the support of our two field activities which do our work. 
Although a small portion of fiscal year 1954 funds are being expended 
on hens work, there is no contract money in the request for 1955 
at all. 

Mr. Osrertaa. In other words, none of these funds will be used 
for studies and research on the part of educational institutions? 

Captain Wiiuiamson. That is true, sir. 

Admiral Hottoway. May I go off the record just a moment on 
that? 

Mr. Ostertaa. Surely. 
(Discussion off the record.) 


MILITARY PERSONNEL COSTS 


Mr. OstertraGc. Admiral, the cost of this research is not entirely 
reflected in this budget item. In other words, the compensation of 
military personnel is not reflected here; is that true? 

Admiral Hottoway. That is correct. 

Captain Witiiamson. That is correct, sir. The amounts listed 


here are those moneys which are necessary for the support of the 


field activity in San Diego, Calif., and the field activity in Washington, 


D. C., and the civilian salaries I would say covers seven-eighths of 


the money concerned in the fiscal 1955 request. 
Mr. SuHeprarp. May I interrupt at that point, Mr. Chairman? 
Mr. Osrertaa. Surely. 
Mr. Suepparp. It is my understanding that these expenditures in 
research are in the field of military personnel; is that not true? 
Captain Entirely, sir. 


IMPROVING SYSTEM FOR CLASSIFYING ASSIGNMENTS AND SKILL 
REQUIREMENTS 


Mr. Ostertac. In your list of research projects No. 9 is ‘Improving 
system for classifying enlisted assignments and skill requirements.” 
Is that a continuing project, Captaim? 

Captain WiiiiaMson. Yes, it is, sir. Because of continuing devel- 
opment so far as the technical processes of weapons and weapons 
systems are concerned, we have to continually keep the enlisted men’s 
rating structure up to date. We are continually abolishing ratings 
and adding new ones. 

In the next year we are going to put into effect two new ratings; 
the guided-missile man od the aviation guided-missile man. My 
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people are responsible for developing the basic qualifications for those 
people so that they can be promoted and advanced in an orderly 
manner. 

Admiral Hottoway. And may I add: Qualified for the duties that 
they must exercise. 

Captain Wiiuiamson. Yes, sir. 

Mr. Osrertrac. Any questions, Mr. Sheppard? 

Mr. Suepparp. Is it not somewhat obvious that under the scientific 
developments we have gone through for the past year, which are 
being intensified, frankly, that it is absolutely essential that very 
definite attention be given to getting people trained in this new field 
of function? 

Admiral Hottoway. Very definitely, Mr. Sheppard. It is a very 
grave problem and a great responsibility, sir. 

Mr. SHepparp. I would assume that based upon the intricate 
mechanisms and the various and sundry other attributes that go into 
the guided-missile functions and other operations of like character. 

We frequently hear, and I presume my colleague along with me and 
other Members of the House receive a lot of correspondence not 
confined specifically to the Navy but pertaining to all branches of the 
military where there are complaints about what I will call, for the 
sake of a better illustration, square pegs in round holes. Johnnie 
Smith’s father or grandmother or somebody says, ‘Johnnie’s academic 
processing in the past has been that he should be a dentist, and we 
find out that the Navy or the Army is trying to make a blacksmith 
out of him.” I presume under the impetus of the ever-changing man- 
power function occasions like that would occur. Perhaps | am exag- 
gerating that, but it obviously must occur. 

Admiral Hottoway. Yes, sir. 

Mr. SHepparD. Men who are trained, for example, in the science 
of being attorneys may find themselves in some other occupation in 
any one of our military branches. I assume that emanating from this 
program the captain is presently discussing there is an attempt here 
to the best of your ability to determine the proper method of analyzing 
and assigning those people to categories, if we have positions vacant 
for them to occupy. Is that generally a reasonable conclusion or not? 

Captain WILLIAMson. Yes, sir. 

Admiral Hottoway. Correct, sir, in my opinion. 

Mr. Suepparp. Do you anticipate the day will ever come when you 
can completely assign the personnel all throughout the Navy com- 
parable with all their mental abilities? 

Admiral Houtitoway. Certainly not 100 percent, sir. It is not 
within human frailty to execute that role 100 percent, in my opinion. 

Mr. Suepparp. | have no desire to cause embarrassment with this 
question, but if this is not presenting a question which is too far afield, 
at the present time percentagewise what would you say we had 
accomplished in the proper assignment of men? I am not addressing 
myself to training in the electronics or science fields, but just the 
run-of-the-mill men entering the Navy and trying to get them to fit 
into their respective fields of skills. What do you consider the per- 
centage of efficiency of accomplishment under the research we have 
had? 

Admiral HoLttoway. Mr. Sheppard and Mr. Ostertag, 1 base my 
remarks on personal observations stemming from the many years 
during which I have been involved in this type of thing. I have gone 
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through the recruit training centers recently and I have seen these 
oung men who are the cream of our country. We have a waiting 
ist and we can take our pick, within the limits of qualitative distribu- 
tion requirements of all the armed services. I see the interviewers 
and see the forms employed and the development of the characteristics 
of these men in answering the questions. I see the way they are 
channeled into the class A schools of different types. I would say I 
would allow a 10 percent margin, to be conservative, and that we are 
about 90 percent, effective in the skillful and best utilization of man- 
power. I think beyond 90 percent we fall into the realm of human 
frailty which comes up in any case there. 

Mr. Suepparp. I would be willing to accept the 90 percent accom- 
plishment with the reservation that while you might accomplish the 
end result so far as ability to determine that X individual should be 
functioning in this category that you always must have the vacancy 
within said category to which to assign the man which you determine 
should function there. In other words, you have to play and under- 
stand the law of the human equation and the law of averages as it 
applies. 

Admiral Hotioway. Correct, sir. 

Mr. SuepparpD. So it would be very interesting to have that de- 
veloped to a point of what the percentage might be. Perhaps it is a 
rather farfetched question. 

Admiral Hottoway. I gave an overall percentage of what my 
administrative instinct is on our effectiveness. 

Now this is true, Mr. Sheppard: That we do not get enough people 
who qualify under certain criteria to fill certain specialist ratings. We 
get more than enough in others. For instance, in time of war, we 
have more lawyers, men who are trained as lawyers, than we can use 
as lawyers in the Navy. That came out during the last war. We do 
not get enough men at the present time who fill all the criteria for 
electronics men, because that criteria is very high, although Captain 
Williamson has brought it much closer to reality and will improve the 
percentage by his more realistic approach developed through research 
and analysis. 

Mr. Suepparp. Is there not another contribution to that aspect of 
the issue? While you are in the field of developing mental capacities 
to apply in the electronics field, your academic institutions which are 
operating in the civilian category have just recently become interested 
in that field to a more concerted degree than has heretofore prevailed. 

Admiral Hottoway. That is very true, sir. 

Mr. Suepparp. You do not have the ready background of training 
in that field that you might have in the so-called automotive me- 
chanics field or the field of general practice, as it were? 

Admiral Hottoway. That is true, sir. I think that is a valid 
statement. I would add one other thing on the role that Captain 
Williamson’s organization plays, which I have brought out many 
times. When war comes, to a great extent education is over. We 
take the fixed content of the long-range educational area of the United 
States, and by our screening methods which Captain Williamson is 
talking about, we screen it into profitable areas of training in the most 
rapid way to get these people already basically educated into the 
areas where we can rapidly train them to perform a military technique 
most effectively. 
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Mr. Suepparp. I think we have had a very realistic experience, 
may I say, from the visual concept of it. I remember back in the 
early days of my own experience on the Navy operation when the 
defluorescence entered into the field of the mock-up operation in 
aviation training. 

Admiral Hottoway. That is right, sir. 

Mr. SHepparp. That was a new step and yet it was very profitable. 

Admiral Hotioway. Yes, sir. 

Mr. Suepparp. As you proceed with this research and development 
in the field of electronics I would assume you would have to not 
become fixed in your conclusions, but you would have to be fluid in 
them because of the development that is going on in that field con- 
tinuously. Is that a correct concept? 

Admiral Hottoway. Yes, sir. 

Captain Wiuuiamson. Yes, sir;itis. We are continuously fluid, sir. 

Admiral Hottoway. Mr. Sheppard, may I ask Dr. John T. Dailey, 
the Technical Director of the Personnel Analysis Division of the 
Bureau of Naval Personnel to add to my remarks insofar as the 
percentage of our effectiveness in letting the chips fall where they 
may is concerned, sir? 

Mr. Suepparp. I do not want to take unnecessary time, Mr. 
Chairman. 

Admiral Hottoway. Whatever you wish. 

Mr. Suepparp. I am personally very much interested in this field 
of function. 

Again going back to basics, fundamentals, the reason why; there is 
obviously a reason why here. 

Admiral Hotitoway. Yes, sir. 

Mr. SuHepparp. It is constantly expelling within itself new and 
invitational subject matter to interest you in becoming a contributor 
to an end result. 

Doctor, if you have any comments to make I would be pleased to 
have you make them for the record. 

Dr. Dattey. I have little to add, sir, to Admiral Holloway’s pres- 
entation, which I thought was very well put, except that we have 
produced and are producing some more tools, as Captain Williamson 
calls them; that is, instruments for the people to use. We have 
developed a series of trade tests. In other words, instead of just 
asking, ‘“‘Were you a dental technician? Were you a machinist?” 
we give the man a test to find out exactly how much prior training he 
has that we can use. Training in the Navy is very expensive, so we 
are going all out to use every scrap of prior training the man has in 
civilian life, and transfer that right into a naval rating, whenever it is 
possible. 


FUNNELING OFF OF NAVY TRAINED PERSONNEL TO CIVILIAN INDUSTRY 


Mr. SHepparp. I wonder if you have had occasion to check on 
how many people you are using in this highly trained field who are 
going into the civilian practice because of the financial inducements 
that pertain as against the inducements that pertain in the Navy? 

Admiral Hottoway. That is something I should more appre- 
priately answer than Captain Williamson, Mr. Sheppard. 

It is in general an existent phenomenon that our electronic-trainea 
people are being funneled off into civilian imdustry at a high rate. 
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We have found this to be the case many times: That technician whom 
we have trained from the ground up in the electronics field, for in- 
stance at Great Lakes, has gone out to sea and has done a 4- -year 
enlistment, and then he comes back to us in a few years as a civilian 

engineer from a big civilian corporation and he comes aboard the 
ship as an expert to help the chief petty officer who taught him every- 
thing he knows. 

Mr. Suepparp. That is rather interesting. 

Admiral Hottoway. That is a statement of general fact. 

Mr. Sueprarp. That is interesting, and you have developed some- 
thing I would like to pursue for just a moment. Assuming, and 
properly so, that he has his training under said petty officer and by 
mducement, financial or otherwise, becomes an employee of X com- 
pany or corporation, and then comes back in the role of an expert to 
the said teacher who instructed him, I am wondering on what premise 
we bring him back as long as we have that ability available? Why 
do you contract for services wheu we are the teacher of the individual? 
Do we have to have more individuals to accomplish the end? Is that 
the answer to it? 

Admiral HoLtoway. When we execute a contract, we are actually 
aware of the individual situation, and we insist that when we contract 
with a big corporation, there must be a graduate engineer serving 
under the terms of the contract. I believe Admiral Clexton will 
bear me out and confirm that statement. 

Admiral Ciexron. Yes, that is true. I believe the technicians 
that we do get back, in some instances, are used as trainers for service 
people in the se chools and in the squadrons and on the ships. They 
also assist with the technical maintenance work. 

Mr. Sueprarp. I can say firsthand, gentlemen, that you are not 
alone in this field of difficulty. The Air Force is suffering from the 
same difficulty, and, in fact, I observed in Texas two stations for the 
Army in connection with their technical requirements and they are 
also the recipients of the same general problem, and it struck me at 
the moment that something might be done to improve the situation. 
And that it would have a salutary effect on the end result appropriation 
and the ability that has been developed by training under the 
appropriation. 

I is a very interesting field that you gentlemen are in here, and 
one in my opinion, which will continue to exist, and which will never 
be complete to a degree of perfection until such time as science will 
have stopped and personally I hope I will not be here at the time 
when it happens. I think it would be unfortunate for the Nation 
and for all of our operations resulting from a development in the 
scientific fields if that should happen. 

That is all, Mr. Chairman. 


COST OF TRAINING 


Mr. OsrertaG. Before we leave this subject, Admiral, have vou 
any approximate information as to the cost of training an enlisted 
man, an officer, and an aviation Navy man? ~ 

Admiral Hottoway. Yes, we can give you such costs very speci- 
fically. We have a very fine survey and if you could pick out 1 or 2 
specific items, such as 4 years—the training of a third-class technician, 
or the training of a naval aviator via the NavCad route, and J would 
suggest that we put that in the record. 
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Mr. SHepparp. May I suggest that you include a table representing 
the cost in the electronics field as well? 

Admiral Hottoway. Yes. 

Mr. Osrertrac. And that will include, Admiral, what the invest- 
ment is in each area of enlisted men, or broadly speaking, the number 
of men on the average base? 

Admiral Hottoway. We will do that. 

Mr. Osrerraa. | will grant you that there will be variations between 
fields, but it would seem important that we have some idea of the 
average cost and what the investment might be in training military 
men in this modern day of ours. 

Admiral Hottoway. Yes. We will provide that information. 

(The information requested follows:) 


Cost of training Average 
Officers: cost 
Midshipmen at Naval Academy (annually !)__....-.......-.-.--- $6, 629 
Aviation cadets (for 18 months’ pilot training). -...........-_--.- 68, 780 
Enlisted: 
Alr technical training (12.6 weeks) <. 1,118 
Electronics technician (36 


‘Includés pay and allowances. 


CHECKS ON PHYSICAL CONDITION OF MEN RELEASED FROM ACTIVE 
DUTY 


Mr. SHepparp. With relation to the Reserve as presently con- 
sidered, how much of the field do you cover? In other words, do you go 
into the evaluation of the individual who is leaving the service and 
establish why they are leaving the service, and what their physical 
condition is? 

My reason for addressing myself to the physical capacity is that it 
is quite evident that because of the desire on the part of the individual 
who is being returned from active combat duty in the theater of Korea, 
for example, to get home, get out, which is a human one, frequently 
prompts him to answer questions at the point of dismissal interview 
that is not for his ultimate benefit later on, under the GI bill of rights; 
that is why we have such tremendous conditions develop, wherein we 
should have—or wherein we do have later on, some physical difficulty 
develop, maybe latent TB situations, or something of like character, 
which is indicative of the fact that the man should have some treat- 
ment, but because of the haste sometimes in answering the questions 
at the time of exit, it does present a tremendous problem, dollarwise 
in our operations, and I am wondering whether or not, in this field of 
research, you might be looking into that aspect of it or not. 

Admiral Hottoway. Mr. Sheppard, I recognize the situation you 
portray. I think it is less applicable to the Navy than to any of the 
other services, because our ships, when they go to sea, or are at sea, 
whether in Korea or in the Mediterranean, will be there from 4 to 6 
months; so there is not the same psychological situation, I believe, 
in the Navy which you portray. 

The Navy, in time of peace or in time of war, is closer to being the 
same thing than almost any of the other services, because in peace we 
are operating at sea; we are operating under pretty much the same 
conditions as we are when we are at war. 
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Mr. Suepparp. Actually, you are much closer associated with the 
men and with their physical condition. 

Admiral Hotioway. Yes. 

Mr. Suepparp. And you have the ordinary procedure, of course, 
aboard ship; you have your medical facilities and the conditions are 
more prevalent and more adaptable to the conditions than the other 
services would indicate? 

Admiral Hotitoway. Yes. 

Mr. Suepparp. So I can readily appreciate that the situation is 
not the same as in the Army, the Air Pic. or the Marines. 

That is all, Mr. Chairman. 


DEPARTMENTAL ADMINISTRATION 


Mr. Osrertac. We will turn now to budget activity No. 7, en- 
titled “Departmental Administration.” 

Admiral, I note that the overall cost, according to the budget 
figures, amounts to the same as for the fiscal year 1954; namely, 
$8,800,000; is that correct? 

Admiral Hottoway. That is correct. 


DEPARTMENTAL SALARIES 


Mr. Ostertaac. Under the head of ‘Departmental salaries’’ there 
is an increase of $10,000 over the fiscal year shown for 1954. Is that 
due to any one particular reason, or is it a combination of several 
reasons? 

Admiral Hottoway. I believe that is a combination of reasons 
based upon sound administrative decisions. 

We have with us Mr. MacLean, the Director of the Administrative 
and Management Division who will answer that. 

Mr. MacLean. That is correct, Mr. Chairman. The answer to 
that question is that it is a combination of reasons or factors. 

Referring specifically to the $10,000 increase, one factor is a decrease 
because there are fewer employees, but there are offsetting factors. 
- We will have more stable uulomh, full employment throughout 
the year and less turnover. 

Next, there are changes, minor changes, but definitely changes in 
the grade structure. This has been brought about by a number of 
reasons: One is the general recognition, for example, by the Civil 
Service Commission of grades in the comptroller field, here they have 
established pretty generally across the board somewhat higher grades 
for people working in the budget field. 

en another reason is that there was a recent reorganization of 
naval accounting responsibility, which brought into the Bureau, as 
well as to some of the other Bureaus, a greater responsibility and 
authority in accounting for funds. That produced the need for 
qualified people of higher grades. 

Likewise in the area of property and facilities management we are 
endeavoring to do more with the management of phvsical properties 
in field activities of the Bureau, which requires qualified people of 
higher grades in some areas—civil engineers, and people of that type. 

"Then, as we have just discussed here under the previous subhead, 
there is an increased need for people able to create instructional 
programs, and training courses, in the operation and maintenance of 
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advanced technical equipment, of the latest design, and also to provide 
training in specialized functions such as antiaircraft and guided mis- 
siles. ‘The plus and minus of those items add up to the increased cost 
of $10,000. 

CIVILIAN PERSONNEL IN DEPARTMENT 


Mr. Osrertaa. Will you describe briefly the picture as it relates 
to the civilian personnel as compared with that of a year ago? 

Mr. MacLean. Yes. In 1954, the current year—that is the budget 
year you refer to—— 

Mr. Ostertaa. Yes. 

Mr. MacLean. In 1954, there are 2,182 civilian positions from 
which we will get 2,142 man-years of employment. In 1955, we will 
have 2,143 positions, and get 2,123 man-years of employment. 

Mr. Ostertac. Do you have the record for 1953? 

Mr. MacLean. The record for 1953? Yes. 

Mr. Ostertac. How does that compare? 

Mr. MacLean. In 1953, we had 2,252 positions and 2,203 man- 


Mr. OsrertaG. What is the figure for fiscal 1954? 

Mr. MacLean. 2,182 positions, sir. 

Mr. Ostrertac. What is your proposed estimate for 1955? 

Mr. MacLean. 2,143, sir. 

Mr. OsrertraG. There has been a gradual decline in the number 
of civilian personnel? 

Admiral Hottoway. Yes. 

Mr. MacLean. Yes, there has been. 

Mr. OstrertTAG. Do you feel that you have hit rock bottom in the 
utilization of civilian personnel? 

Mr. MacLean. No, sir. The reason that there is no further re- 
duction this year is because—although the naval strength is going 
down—the year 1955 is a year when, as I have indicated in the 
justification, there is a tremendous rotation in the naval service. 

here is a tremendous number of attritions and a tremendous number 
of new people being brought into the Navy. And even though the 
balance shows a trend downward, it is this turnover within the 
Navy which increases the Bureau of Naval Personnel’s large amount 
of clerical work. 

Admiral Hotitoway. That is correct. 

Mr. MacLean. We get a greater workload when there is a turnover 
within the Navy, in connection with record keeping and with de- 
tailing, and in every other phase of our operation. If we could sta- 
bilize the size of the Navy and keep the same people in it, year after 
year, the Bureau’s workload would be reduced. 

During any year, when there is a decline, even though we do not 
have the turnover, the people going out of the Navy become more of 
an administrative problem to the Bureau. Especially during the 
first year after release, when almost immediately they begin to write 
in to the Navy for information from their records, to establish their 
entitlement to college education under the GI bill of rights and for 
many similar reasons. So in 1955, although the sizengih of the Navy 
is going down, actually we do not get an equivalent falling off of work. 
In fact, there is an increase. 

Mr. Osrertac. Where vou reduce civilian personnel in the adminis- 
trative field, do you automatically increase the military personnel in 


that field? 
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Captain Stickney. No, sir. 

Mr. MacLean. No, sir. 

Captain Stickney. I can answer that question; we do not. 

Mr. OsrertaG. Perhaps we should have for the record, the military 
personnel figures for the similar comparative period. 

Captain Stickney. I think we have that right here. 

Mr. Sueprarp. Do you have any objection to having those two 
put in a comparable column? 

Mr. OstertaaG. I think they should be together. 

Mr. Suepparp. So we can have them at one place. 

Mr. Osrertac. Will you insert them in the record? 

Captain Stickney. Yes, we will insert them at one point with the 
military personnel and civilian personnel. 

Mr. Suepparp. For our information, what are they? 

Mr. MacLxuan. June 30, 1953 on board figures, in the Bureau of 
Navy Personnel: 443 officers and 210 enlisted. 

On June 30, 1954, the estimate is 418 officers and 194 enlisted, and 
on June 30, 1955, 413 officers and 182 enlisted. 

Mr. OstertaG. You have had a gradual reduction in military 
personnel, is that correct? 

Mr. MacLean. Yes, sir. 

Mr. Ostrertac. Which is in keeping with the civilians? 

Captain Stickney. That reduction again is attributable to man- 
agement, Mr. Ostertag. 

Mr. Ostertac. It must be. 

(The information is as follows:) 


Table on personnel in Department 


Officers Enlisted | Civilians Total 

Actual, 1953: 

450 209 2, 208 2, 862 
Estimate, 1954: 

443 210 2, 182 2, 835 

Man-years. _...... 431 202 2, 142 2,775 
Estimate, 1955: 

418 144 2, 143 2, 755 

415 188 2,123 2, 726 


Admiral Hotitoway. If I may interpolate, Mr. Chairman, manage- 
ment—and also as I have repeatedly remarked in these hearings in the 
last few years—as we come down, as we phase down the strength, 
wefphase up in professionalism, the two go together. We phase up 
professionally, in accordance with experience. We phase down in the 
strength, and as I have previously said, that is a healthful develop- 
ment, within reasonable limits; as we phase down the strength goes 
back. I think we should level off at a substantial level. 

(Off the record discussion.) 


CONSOLIDATED MEASURE OF WORK UNITS 


Mr. OstertTaG. Will you, for the record, and for our information, 
explain the meaning of the consolidated measure of work units as 
shown in the justifications? 

Mr. MacLuan. First of all, we have taken the various types of 
unrelated functions performed in the several divisions you see listed 
and have worked out a system so they are all reduced to a common 
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basis. A few illustrations: the writing of officers orders, the writing 
of letters, and the filing of papers. 

This is done so that we can pull all of these unrelated work units 
together under one common denominator so we can add them, and 
otherwise have the work units in one division related to the work units 
of the others. In brief we have attempted to get a common denomi- 
nator for all our workloads. We can then add these and say that the 
result represents the measurable work for any one division or for the 
Bureau asa whole. This produces a simple table for each division and 
for the Bureau as a whole with a common denominator of time. 
This is our own system for adding together a wide variety of unrelated 
measurable workloads. We can then show our measurable workloads 
together without having to have a table several pages long and contain- 
ing thousands of items. 

Mr. OsrertraGc. In computing this table, the record of work units, it 
must take considerable time and work to compute this type of record? 

Mr. MacLean. That is a development of the work measurement 
reports, which are weekly reports, we get from each division as to the 
quantity of measurable work being processed within the division. 
We select from each division their most important and readily ac- 
counted for workloads. In some instances, for example—our filing 
operations, in order to get a quick answer as to the workload we weigh 
the material. That is, we take the weight of the amount of paper 
being filed, and by formulas arrive at the number of papers being filed. 
It is done in a fairly scientific manner and does not impale an excessive 
number of people in any instance. 

Mr. SuHepparD. This is to some extent a continuous, normal flow 
of procedure, which makes for simplification? 

Mr. MacLean. That is correct. We also use it so that we know 
the manpower requirements of the various divisions of the Bureau. 
Thus, as the workload falls off in any division, it is quickly detected 
by reviewing the list of workloads. We can thus quickly spot surplus 
employees. And at the same time, we can detect a shortage of em- 
ployees in any division. We use it to shift employees, if you will, 
from the place where they work and the work is declining, to a place 
where there is a mounting workload. 

Mr. Suepparp. In shifting the available personnel from X operation 
to B operation, are they in the same rate function as those to which 
they were originally assigned? 

Mr. MacLean. To a large extent, yes. We sometimes find that it 
is not. possible. We do run into specialists, and we would not place 
a technician, or a scientist into a job filing papers. It is in the areas 
where we have so much clerical work that these shifts can be made. 
It is in these areas, where we can make the shifts more readily. 

Mr. Suepparp. In other words, you are not confronted with a 
civil service rating that is unmanageable by making this shift of surplus 
from one type of operation to another? 

Mr. MacLean. No. The civil service system still permits this 
flexibility. 

Mr. SHepparp. That is all, Mr. Ostertag. 

Mr. OstertaaG. I was about to inquire in analyzing the comparison 
of the measurable work unit, is there any reduction in time or hours 
in any one field, which would reflect greater efficiency? 

Mr. MacLean. In some instances it does, yes. 

Mr. Osrertac. Not in all instances? 
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Mr. MacLean. There may be greater efficiency, or a decline in the 
workload. These are the two factors. 

Mr. Osrerraa. “Administrative and management”: In 1953, the 
actual load was 274,560; in 1954, the estimate is 249,600; the estimate 
for the next fiscal year, 246,000. That is a decrease from 274,560 to 
246,000 in a period of 2 years. What does that mean? 

Mr. MacLran. This involves the two factors that I just gave you. 
The Administrative and Management Division includes among other 
things the operation of the Bureau’s mailroom, which handles millions 
of pieces of paper in and out of the Bureau. 

Now, one factor there may be an estimated decline in the incoming 
and outgoing mail in 1955 plus increased efficiency in the handling 
of that mail. 

In all of these measurable functions sir, we establish over the years 
a standard of performance so that in addition to being able to detect 
where the workload is declining, we can find where it is taking longer 
to do the same volume of work. We then go to that division and 
attempt to find out why it is taking longer to perform the work. It 
may be that the work has become more difficult, or it may be that the 
system has bogged down. In the latter case we will go m and try to 
straighten it out by streamlining the methods and procedures used in 
the operation. 

(Off the record discussion. ) 


1954 RepuctTions 


Mr. Ostrertac. Admiral, before we leave the entire budget covering 
naval personnel, general expenses, you will recall that the com- 
mittee report to the Appropriations Committee and to the Congress, 
on this same item, “Navy personnel, general expenses,” had this to 
say, and I quote: 

The committee’s reduction below the suggested $84 million is applicable to the 
item for purchase of automotive equipment, postgraduate instruction of officers 
in civilian institutions, recruiting, research and development, and general main- 
tenance costs. The committee leaves the exact spread to the Department, but 
each item is to be reduced. 

May I inquire to what extent the committee’s mandate has been 
carried out? 

Captain Sticknry. That was adhered to rigidly. The $1 million 
was reduced in each of the 5 areas mentioned. 

Research and development item was $150,000; recruiting was 
$50,000; postgraduate instruction of officers—may I, Mr. Chairman, 
provide that information for the record? 

Mr. Ostertaa. Yes. 

(The information requested follows:) 

The reduction of $1 million in the 1954 submit made by Congress was applied 
as follows: 


Purchase of automotive equipment_---______...------------------ $44, 000 
Postgraduate instruction of officers in civilian institutions___.____-__- 44, 000 
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Mr. Osrerrag. Any further questions, Mr. Sheppard? 

Mr. Suepparp. No questions, Mr. Chairman. May I express my 
appreciation of your courtesy. 

Mr. Osrertac. Thank you, Admiral, and your entire staff. I 
believe we have completed your part of the budget. 

Admiral Hotutoway. Yes, Mr. Chairman, which is the biggest 
appropriation the Navy has. We have gone through the biggest 
single item. 

Mr. Ostertraa. Proving that manpower is still the most important 
factor in the Military Establishment. 

Admiral Hotioway. Yes, sir. 

Mr. Ostrertaa. Thank you very much, Admiral. 


Monpay, Marcu 1, 1954. 


MARINE CORPS 


WITNESSES 


GEN. LEMUEL C. SHEPHERD, JR., UNITED STATES MARINE CORPS, 
COMMANDANT OF THE MARINE CORPS 

LT. GEN. GERALD C. THOMAS, UNITED STATES MARINE CORPS, 
ASSISTANT COMMANDANT OF THE MARINE CORPS 

LT. GEN. WILLIAM O. BRICE, UNITED STATES MARINE CORPS, 
DIRECTOR, DIVISION OF AVIATION 

MAJ. GEN. WILLIAM P. T. HILL, UNITED STATES MARINE CORPS, 
QUARTERMASTER GENERAL 

MAJ. GEN. JOHN C. McQUEEN, UNITED STATES MARINE CORPS, 
DIRECTOR, DIVISION OF RESERVE 

BRIG. GEN. DAVID M. SHOUP, UNITED STATES MARINE CORPS, 
FISCAL DIRECTOR 

COL. MELVIN G. BROWN, UNITED STATES MARINE CORPS, HEAD, 
ELECTRONIC SUPPLY SECTION, SUPPLY DEPARTMENT 

COL. EDMUND B. GAMES, UNITED STATES MARINE CORPS, HEAD, 
RECRUITING BRANCH, PERSONNEL DEPARTMENT 

COL. JAMES J. KEATING, UNITED STATES MARINE CORPS, DIREC- 
TOR, ADMINISTRATIVE DIVISION 

COL. HOWARD J. TURTON, UNITED STATES MARINE CORPS, HEAD, 
DETAIL BRANCH, PERSONNEL DEPARTMENT 

COL. RICHARD D. WEBER, UNITED STATES MARINE CORPS, HEAD, 
GENERAL SUPPLY SECTION, SUPPLY DEPARTMENT 

LT. COL. RAYMOND L. DEAN, UNITED STATES MARINE CORPS, 
ASSISTANT TO DIRECTOR OF DIVISION OF RESERVE 

LT. COL. A. J. DOWDLE, UNITED STATES MARINE CORPS, HEAD, 
TRANSPORTATION SECTION, SUPPLY DEPARTMENT 

LT. COL. ROBERT B. FARRELLY, UNITED STATES MARINE CORPS, 
HEAD, STOCK FUND MANAGEMENT SECTION 

LT COL. WINFIELD S. HALTOM, JR., UNITED STATES MARINE 
CORPS, HEAD, ENGINEER SUPPLY SECTION, SUPPLY DEPART- 
MENT 

LT. COL. RODNEY M. HANDLEY, UNITED STATES MARINE CORPS, 
HEAD, CATALOG SECTION, SUPPLY DEPARTMENT 

LT. COL. FLOYD M. JOHNSON, UNITED STATES MARINE CORPS, 
HEAD, RESEARCH AND DEVELOPMENT BRANCH G-4 
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WITNESSES—Continued 


LT. COL. BRUCE E. KEITH, UNITED STATES MARINE CORPS, HEAD, 
MANPOWER MANAGEMENT BRANCH, G-1 

LT. COL. WILLIS R. LUCIUS, UNITED STATES MARINE CORPS, 
HEAD, SUBSISTENCE SECTION, SUPPLY DEPARTMENT 

LT. COL. HOWARD J. RICE, UNITED STATES MARINE CORPS, HEAD, 
TRAINING SECTION, G-3 

LT. COL. ELIOTT B. ROBERTSON, UNITED STATES MARINE CORPS, 
HEAD, UTILITIES AND PUBLIC WORKS SECTION, SUPPLY DE- 
PARTMENT 

LT. COL. DONALD W. SHERMAN, UNITED STATES MARINE CORPS, 
HEAD, PERSONNEL PLANS AND POLICIES BRANCH, G-1 

LT. COL. HOWARD E. WERTMAN, UNITED STATES MARINE CORPS, 
HEAD, MOTOR TRANSPORT SUPPLY SECTION, SUPPLY DEPART- 
MENT 

MAJ. CLIFFORD A. FAIRBAIRN, UNITED STATES MARINE CORPS, 
HEAD, ESTIMATE AND PREPARATION SECTION, FISCAL DIVI- 
SION 

MAJ. DONALD L. SHENAUT, UNITED STATES MARINE CORPS, ORD- 
NANCE SUPPLY SECTION, SUPPLY DEPARTMENT 

C. W. O. B. F. HEARN, JR., UNITED STATES MARINE CORPS, HEAD, 
CORRESPONDENCE SECTION, DETAIL BRANCH, PERSONNEL 
DEPARTMENT 


OFFICE OF THE COMPTROLLER 


REAR ADM. EDWARD W. CLEXTON, UNITED STATES NAVY, ASSIST- 
ANT COMPTROLLER, DIRECTOR OF BUDGET AND REPORTS 

CAPT. ROBERT C. CRAIGHILL, UNITED STATES NAVY, CHIEF 
STAFF OFFICER, OFFICE OF BUDGET AND REPORTS 


Mr. WiaeteswortH. We take up this morning the Marine Corps; 
and General Shepherd is with us and I believe he has a short statement 
for the committee. We will be very glad to hear you at this time, 
General Shepherd. 


GENERAL STATEMENT 


General SHEPHERD. Thank you, Mr. Chairman, and gentlemen. I 
am glad to appear before you today to present the details of the bud- 
get estimates of the Marine Corps for the fiscal year 1955. In the 
statement that I made at my recent appearance here, I outlined the 
Marine Corps programs in general terms. The four Marine Corps 
appropriations and my estimates of the minimum funds necessary to 
be appropriated for the required support of the Marine Corps under 
each of the titles are: ‘Military personnel, Marine Corps,” $614 mil- 
lion; “Military personnel, Marine Corps Reserve,” $17,100,000; 
“Marine Corps and facilities,’ $176,700,000; ““Marine Corps procure- 
ment,’’ $143,500,000; for a total of $951,300,000. 

In addition my estimate of funds required for the Marine Corps 
rocurement appropriation includes $95,700,000, which are available 
rom prior-year balance. Only one of these estimates, the Reserve, 

is for a greater amount than the current-year authorization. 

Members of my staff and I are present to provide such details as 
ou may desire in your examination of the separate appropriations. 

We are prepared to proceed at your pleasure, Mr. Chairman. 
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Mr. Wicc.ieswortu. Thank you very much, General. 
(Epiror’s NoTe.—See p. 70 for comprehensive general statement of 
the Commandant pertaining to 1955 estimates for the Marine Corps, 


as referred to above.) 


MILITARY PERSONNEL, MARINE CORPS 


Amounts available for obligation 


1953 actual | 1954 woanaes 1955 estimate 


$616, 884, 000 | $738,000,000 | $614,000, 000 
Transferred from— 
“Military personnel, Marine Corps Reserve,”’ pursuant 
“Marine Corps troops and facilities,” pursuant to 66 Stat. 
“Marine Corps troops and facilities,” pursuant to 67 Stat. 
Adjusted appropriation or estimate________.____. 697, 629,000 | 738, 000, 000 614, 000, 000 
Reimbursements from other accounts.__.....................- 14, 383, O11 14, 845, 000 14, 620, 000 
Total available for obligation. 712, 012, 011 752, 845, 000 628, 620, 000 
Unobligated balance, estimated savings (available for admin- 
istrative reappropriation in subsequent —10, 301,601 | —26, 560, 000 
Obligations ineurred_.__.__.____. a 701, 710, 410 726, 285, 000 628, 620, 000 
Comparative transfer from ‘‘Marine Corps troops and facili- 
707, 250,410 | 726,749, 000 628, 620, 000 
Obligations by activities 
Description 1953 actual 1954 estimate | 1955 estimate 
} 
Direct Obligations 
1. Pay and allowances $558, 170,000 | $566, 854,000 | $493, 136, 000 
2. Individual clothing___. 21, 790, 000 27, 329, 000 | 16, 355, 000 
3. Subsistence in kind__-___.__.._..-.-.-- oe. -| 73, 588,399 | 72, 498, 000 | 67, 597, 000 
4. Movements, permanent change of station.________ 36, 737, 000 43, 745, 000 | 36, 340, 000 
2, 632, 000 | 1, 478, 000 572, 000 
692, 867, 399 711, 904, 000 614, 000, 000 
Obligations Payable Out of Reimbursements From Other a b 
Accounts | 
50, 50, 000 
14, 383, O11 | 14, 570, 000 | 14, 570, 000 
| 
Total obligations payable out of reimbursements from | 
| 14,383,011 | 14, 845, 000 | 14, 620, 000 
ee | 707,250,410 | 726,749,000 | 628, 620, 000 
| 
Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
MARINE CORPS 
Direct Obligations 
01 Personal services: Military. $537, 381, 000 | $547,888, 000 | $489, 735, 800 
33, 889, 000 42, 996, 000 34, 531, 000 
03 Transportation of things........................._- 5, 142, 000 9, 090, 000 5, 315, 000 
07 Other contractual services. .......................- 3, 619, 265 2, 286, 630 2, 071, 990 
08 Supplies and materials._.................2. 222... 56, 824, 800 56, 675, 370 53, 995, 010 
12 Pensions, annuities, and insurance claims 42, 457, 000 38, 808, 000 * 16, 252, 200 
679, 375, 074 697, 904, 000 602, 000, 000 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
MARINE CORPS—cottinued 
Obligations Payable Out of Reimbursements From Other 
Accounts 
08 Supplies and materials... .. $14, 383, 011 14, 570, 000 14, 570, 000 
Total obligations payable out of reimbursements from 
14, 383, O11 14, 845, 000 14, 620, 000 
693, 758,085 | 712,749, 000 616, 620, 000 
ALLOCATION TO DEPARTMENT OF THE ARMY 
13, 492, 325 14, 000, 000 12, 000, 000 
SUMMARY 
Direct Obligations 
537,381,000 | 547, 888, 000 489, 735, 800 
33, 889, 000 42, 996, 000 34, 531, 000 
03 Transportation 5, 142, 000 9. 090, 000 5, 315, 000 
07 Other contractual services. ..............-.--..--...--...- 3, 619, 265 2, 286, 630 2, 071, 990 
08 Supplies and materials _.__. 70, 317, 134 70, 675, 370 65, 995, 010 
12 Pensions, annuicies, and insurance claims. 42, 457,000 , 808, 000 16, 252, 200 
62, 000 160, 000 9, 000 
692, 867,399.| 711,904,000 614, 000, 000 
Obligations Payable Out of Re:mbursements From Other 
Acounts 
Total ee org payable out of reimbursements from 
14, 383, 011 14, 845, 000 14, 620, 000 
707, 250,410 | 726, 749,000 628, 620, 006 
Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated $82,191,859 | $55, 275, 782 $88, 723, 457 
Obligations incurred during the year._..............-..-.---.-- 701,710,410 | 726, 285,000 628, 620, 000 
783, 902,269 | 783, 568, 457 717, 343, 457 
uct: 
14, 383, 011 14, 845, 000 14, 620, 000 
Obligated balance carried to certified claims account. 
Unliquidated obligations, end of year ........-.........-.. 55, 275, 782 88, 723, 457 117, 723, 457 
696, 273,791 | 680,000, 000 585, 000, 000 
Expenditures are distributed as follows: 
Out of current authorizations. - 632, 666,194 | 640,000,000 543, 000, 000 
ce Seer et 63, 607, 597 40, 000, 000 42, 000, 000 


Mr. Wiceiesworts. The first item before us is the request for 


“Military personnel, Marine Corps,” 


for which there is a request for 


$614 million compared with $738 million in the current fiscal year, or 
a reduction of $124 million. I notice a footnote in the committee 
print indicates that the request for the fiscal year 1955 includes 
$470,000 for activities previously carried under ‘‘Marine Corps troops 


and facilities.” 


Does that mean that in order to put the requests for 


2 years on a comparable basis, the $470,000 should be subtracted from 
the 1955 request? 
Major Farrsairn. That is correct, Mr. Chairman. 


| 
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Mr. WiaGLesworru. So that, on a comparable basis, you are asking 
$124,470,000 less for 1955 than in the current fiscal year? 
Major "FAIRBAIRN. Y es, sir. 


OBLIGATIONS AND EXPENDITURES 


Mr. Wiaaitesworrn. Can you give us the obligation and expen- 
diture figures as of December 31? 

General SHoup. For the appropriation, the obligations through 
December 31, $360, 852,678. Do you want it by activities? 

Mi. WiceLteswortH. That is for military personnel, Marine Corps 
as a whole? 

General Suour. Yes. 

Mr. Wiaeiteswortn. And the overall expenditure figure was what? 

General SHoup. The expenditures, overall, through December 31, 
$300,114,465. 

Mr. WicciteswortH. What, if any, unobligated funds do you 
anticipate as of June 30, 1954? 

General Suour. $26,560,000. 

Mr. WiceLesworrtu. I notice that same figure appears in the com- 
mittee print which was prepared some time ago. Is that still your 
most current estimate? 

General Suoup. Yes. 


NUMBER OF MILITARY PERSONNEL, 1952-55 


Mr. Wicetesworru. I would like to get for the record at this 
point, if there is no objection, a table which will show a breakdown 
for military personnel (a) as to officers; (b) as to enlisted personnel as 
of June 1950; December 1952; December 195: 3; June 1954, and June 
1955, and also the average figures for the fiscal years 19: 54 and 1955. 

General Suovr. Yes, we will submit that for the record. 

(The information requested follows: ) 


Military personnel, Marine Corps 


une 30, | Average, | June 30, | Average, 
June 30, | Dee. 31, es, at, 3 1954 fiscal 1955 fiscal 
1950 1952 (esti- | year 1954; (esti- | year 1955 
mate) yestimate)} mate) stimate) 
| 


itis inka deetedawiina« 7, 254 18, 298 19, 286 18, 828 18, 670 18, 755 18, 780 
eee iit lcci 67,025 | 213, 549 | 224, 537 | 206,193 | 222, 869 | 196, 250 201, 220 
74,279 | 231, 847 243, 823 225,021 | 241, 539 215, 005 220, 000 


JUSTIFICATION OF THE ESTIMATE 


Mr. WicGLeswortH. Without objection, we will include in the 
record page 2 of tab 4 of the justifications entitled, ‘Appropriation 
introduction.”’ 

(The statement referred to follows:) 


Appropriation introduction 


| Fiseai year Fiscal year | Fiscal year 
1953 1954 | 1955 
Appro tienm-or estimate ._ $616, 884, 000 | $738, 000, | 
justments (transfers, balances, +75, 983, 399 | —26,096,000 
Total obligations payable from appropriated funds......| 692, 867. 399 of 3 711, 904, 000 | 614, 000, 000 


= 
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The estimate is a mathematical application of rates of pay and allowances 
prescribed by law to be paid or furnished under varied conditions and situations, 
to personnel on full-time active duty with the Marine Corps. 

The 1954 estimate provided for beginning the-fiscal year with 249,199 officer 
and enlisted personnel on active duty, with a decrease during the year t> an end 
strength of 225,021, resulting in a man-year average of 241,539. The 1955 
estimate provides for beginning the fiscal year with 225,021 officer and enlisted 
personnel on active duty with a decrease during the year to an end strength of 
215,005, resulting in a man-year average of 220,000. 

he 1954 appropriation amounts to $738 million. The requirements for fiscal 
year 1954 have been revised to reflect the estimated effects of the truce in Korea, 
the deployment overseas of the Third Marine Division and Marine Air Group 11, 
together with savings produced by a complete reevaluation of the personnel plan 
which incorporated actual strengths, current experience factors and cost trends. 
These revised requirements, totaling $711,904,000, have been used as a base for 
the purpose of true comparison with the 1955 estimate. The 1955 estimate totals 
$614 million, a decrease of $97,904,000 from the 1954 revised requirement. This 
decrease is due, generally, to the reduction in overall average strength, together 
with savings in accession and separation costs due to the reduced personnel 
turnover in 1955. 


1954 Estimate 1955 Estimate 
Type of personnel 
Begin End | Average} Begin End | Average; Begin End | Average 
SS 18, 711 18, 828 18, 670 18, 828 18, 755 18, 780 +117 -—73 +110 
} SY ere 230,488 | 206,193 | 222,869 | 206,193 | 196,250 | 201,220 |—24,295 | —9,943 | —21, 649 
_ 249,199 | 225,021 | 241, 539 | 225,021 | 215,005 | 220,000 |—24,178 |—10,016 | —21, 539 


Mr. Wiaeteswortu. I notice from figures at the bottom of that 
page, and from the statement at the top of page 5 of the justifications, 
that there is a decrease in the average number of man-years in 1955 
by 21,539 or 8.92 percent, as compared with a decrease in overall 
funds requested of $97,904,000 or 13.75 percent. Is that figure 
correct? 

Major Farrparrn. Yes. 

Mr. WieeLeswortnh. That $97,904,000 figure I take it is on the 
basis of the estimated obligations as distinguished from appropriation? 

Major Farrparrn. That is correct. 


RATIO OF OFFICERS TO TOTAL STRENGTH 


Mr. Wiae.ieswortu. I also notice that while there is an overall 
decrease in average man-years from 241,539 to 220,000, there is 
decrease from the end of fiscal year 1954 to the end of fiseal year 
1955 of from 225,021 to 215,005, or a decrease of 10,016. 

I notice further that while there is an overall decrease, that if we 
look only at the officer strength, there seems to be an increase in the 
average strength contemplated from 18,670 to 18,780 and as between 
the end of the fiscal year 1954 and the end of the fiscal year 1955, or 
an increase from 18,670 to 18,780 or 110. That seems to give us a 
ratio, in terms of average figures, of about 1 officer to 9.3 enlisted 
men; does it not? 

Colonel SHERMAN. Based on average man-year strengths for fiscal 
1955, 9.3 percent of the enlisted strength are officers. 

Mr. Wieeieswortn. In the hearings of last year, at page 375 it 
appears that the committee investigators gave us in comparable per- 
centages: for June 1944, 6.9 percent; for May of 1945, 7.7 percent; 
for June 1951, 7.9 percent; for July 1951, a year after Korean hostil- 
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ities began, 8.1 percent. The request for 1954 was on the busis of 
8.2 percent. This, if approved, brings it up to 9.3 percent. Why 
should we have this increase from 6.9 up to 9.3, and why particularly 
is there an increase as compared with fiscal year 1954 when the over- 
all strength of the Marine Corps is falling off 8.9 percent? 

Colonel SHERMAN. To get back to the percentage that they quoted 
in past years, I believe those were percentages of officers to the total 
strength. 

The comparable figure for fiscal year 1955, based on average 
strengths is that 8.5 percent of the total strength will be officers. 

Mr. WiaeGLeswortuH. You may be correct, but even on that assump- 
tion, what would be the explanation? 

Colonel SHerMAN. The primary reason for the increase from fiscal 

ear 1954 is the fact that we have an additional number of officers, 
avy aviators, in the Marine Corps in fiscal year 1955 over fiscal 
year 1954; the increase amounts to about 570. 

We could not get the naval aviators that we needed in fiscal year 
1954 and the year previous to that. In fiscal year 1955, we are feel- 
ing the result of the increased pilot output from the Navy Air Train- 
ing Command. This pilot output has constantly increased since 
Korea began, so we can, in effect, state that if we had had the capa- 
bility of procuring additional pilots in fiscal year 1954, our officer 
strength would have been higher and the ratio of officers to enlisted 
would have been higher. That is the primary reason for the increase 
in the ratio of officers to total strength in fiscal year 1955. 

Mr. Wiaateswortnu. In other words, the increase is all in the field 
of aviation? 

Colonel SHERMAN. No, it is not all in that field, but the bulk of it 
is in that field. 

Another reason for the increase being the fact that in a period of 
declining strength, there is a tendency in any service for the officer 
reduction to lag behind the enlisted reduction. It is easier to—— 

Mr. WiaGteswortH. Assuming there is a tendency, is there a jus- 
tification for that tendency? 

Colonel SHERMAN. Yes, I believe there is. It is harder to turn off 
the procurement pipeline for officers; you have got them backed up 
for several years. In addition, it is harder to separate an officer than 
it is an enlisted man, because you have a terrific turnover of enlist- 
ments every year for enlisted, and just by cutting back new enlist- 
ments, a service can rapidly reduce its enlisted strength. It is much 
more difficult to decrease the officer strength at the same pace. The 
same thing happened after World War II. 

Mr. Suepparp. May I interpolate a question, Mr. Chairman? 

Mr. WiaeuieswortsH. Certainly, Mr. Sheppard. 

Mr. Sueprarp. What percenrage do your figures provide because 
of this reduced ability to eliminate the officer strength in that category? 

Colonel Superman. The percentage of officers to enlisted strength, 
at the end of fiscal year 1954, was about 8.370—just a little less than 
8.4. We are going up to 8.7 in fiscal year 1955; an increase of three- 
tenths of 1 percent; abouth two-tenths of it being caused by increased 
number of pilots, and one-tenth due to the tendency of the slower 
reduction of officer strength. 

Mr. Suepparp. What is the comparable length of time indicated to 
bring the officer personnel down to the percentage requirements? 
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Colonel SHermMan. We feel that because of the fact that we are 
still not capable of filling our pilot requirements, that we will be doing 
exceedingly well to hold at the end 1955 percentage for the next 2 
years. Our net increase of pilots, for the next 2 years, will be about 
500 which means that if we hold to that same ratio, we are going to 
have to cut back in nonpilots to accept these pilots. I am sure the 
Marine Corps is going to make no increases in the percentage of 
officers to total strength in the next few years. 

Mr. Suepparp. That is all, Mr. Chairman. 

General SuepHerD. I might add that it is our plan to only operate 
about 54 percent; is that correct, General Brice? 

General Brice. The percentage, based on requirements and _ the 
maximum individual pilots available in the aviation operating forces, 
at the end of fiscal 1954, will be only 54 percent of our required strength 
and is shown in the budget estimates for 1955 by the strength of 
available officers. 

Our planned end strength, fiscal 1955, will be at a figure of 74 
percent of the required strength. So we would still be under the 
strength at the end of 1955, but that is due, as was explained, to the 
difficulty of, in time, to meet the required strength. 

Mr. Wiaa.ieswortu. Those strength figures apply to the whole 
aviation field, officer, plus enlisted strength? 

General Brice. The enlisted strength available will be up to 94 
percent at the end of 1955, with the officer strength at the lower figure. 


ENLISTED STRENGTH 


Mr. WicG_eswortH. What is the enlisted strength in the current 
fiscal year? 

General Brice. At the end of 1954, the enlisted strength will be 
41,053, and at the end of 1955, it will be 42,021; that is approximately 
correct—100 percent of requirements, about. 

Mr. WicGiesworru. That is as of the end of 1955? 

General Brice. Yes. 

Mr. WiaGieswortH. So that while the Marine Corps enlisted 
personnel as a whole is decreasing, the enlisted personnel in the 
aviation portion of the Corps is increasing? 

General Brice. Yes; all of the aviation is increasing. Naval 
aviators, aviation ground officers, and enlisted personnel are all 
increasing in numbers. 


Pay AND ALLOWANCES 


Mr. WicGLeswortH. The first budget activity under this item 
carries the great bulk of the request, $493,136,000, for pay and allow- 
ances, indicating a decrease of $73,718,000 under the current fiscal 
year which is somewhere around a 12-percent reduction, is it not? 

Major Farrparrn. Yes. 

Mr. WicGLeswortH. This matter is covered on pages 6 to 10 
inclusive, and also appears in more detail in pages 27 to 41 inclusive 
of the justifications. 

Major Farrparrn. Yes. 


PAY AND ALLOWANCES FOR OFFICERS 


Mr. Wiccieswortn. We have project 1—A, “Pay and allowances 
for officers’ and 1—B, ‘‘Pay and allowances for enlisted personnel.”’ 
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Pay and allowances for officers is in respect to the increase in officer 
strength which we have just been discussing; and apparently con- 
templates an overall decrease, as compared with the current fiscal year 
of $2,599,000. The breakdown of that decrease on page 8 of the 
justifications shows about a dozen items, most of which reflect de- 
creases, 4 of which reflect some increase. 

Why does basic allowance for subsistence reflect a slight increase as 
compared with the decrease, for instance, in the basic pay? 

Major Farrsarirn. The basic allowance for subsistence, Mr. Chair- 
man, Is the same rate for every officer on active duty and the increase 
is due to the increase of 110 officers, whereas the decrease in the money 
for basic pay results from a readjustment in rank and longevity, 
which is set forth in detail for that item on page 28. 

Mr. WiGGLeswortu. I see on page 27 a more detailed breakdown 
of your basic allowance for subsistence, indicating that the average 
rate is $574.56 in both fiscal years, and that it is applied to the slight 
increase in strength in 1955 to which you referred. Is that rate fixed 
by law? 

Major Farrsairn. That is right; yes. 

Mr. Wiccieswortu. | notice that while your station allowances 
overseas appears to be applicable to the slight increase in number, 
you have pulled the allowance down somewhat, so that the net result 
is a saving; that is, you apparently allow $1,586.36 in fiscal year 1955 
as compared with $1,920.21 in fiscal year 1954. 

Major Farrparrn. That is correct. 

Mr. Wiae.eswortn. I think that is in line with the thought of 
members of this committee last year that some of the allowances 
at that time were pretty high, and the new figure seems to reflect 
a 20 percent or more reduction. 

Under unused leave pay ments, there is shown some increase, 
reflected both in numbers and in the rate applied. Why should the 
number increase and why should the rate go up? 

Major Farrparrn. This item is based on the planned number of 
separations in the fiscal year 1955 and the particular rank and grade 
of all the people to be separated. These estimates are that they will 
average 32.3 days of unused leave as contrasted to 28.5 for the 
persons covered in the 1954 estimates. The increase in the numbers 
of people is based on the planned strength in 1955. 

Mr. Wiae.eswortu. This is not a large amount, but why should 
the number be increased in 1955? 

Colonel SHERMAN. Those are gains and losses that are used to 
make up the personnel plan, and they do vary somewhat from year to 
year. We have a very slight peak and valley situation for our 
officers, and we do lose a few more officers in the odd fiscal year than 
in the even. 

General SHerHEerD. Many of these are young officers, too, and 
they do not have the opportunity to get their full leave because they 
were, in some instances, coming back from Korea and are separated 
from active duty without opportunity to take their full leave. 


PAY AND ALLOWANCE FOR ENLISTED PERSONNEL 


Mr. WiaG_eswortu. Under Project 1—B, ‘Pay and allowances for 
enlisted personnel,’’ there is reflected a decrease from $446,866,000 
to $375,747,000 or about 71 million. That is something like a 16 
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percent reduction as compared with an average reduction in strength 
of 8.9 for officers. 

There is a detailed breakdown of this item on page 35 of the justifi- 
cations. There again we find about a dozen items, most of them 
reflecting substantial decreases. I notice there is a small increase in 
respect to incentive pay, apparently contemplating an increase in 
the number of persons eligible at a slightly increased average rate? 

General Brice. The increase in incentive pay, Mr. Chairman— 
that is, the major increase represented in that, is based on new type 
of aircraft we are getting, which will require additional individuals 
to fly in the combat type of aircraft we are now procuring and not 
— of those were flying during the current fiscal year. 

e are getting a large number of the two-seater aircraft in 1955, 
as contrasted with the single seater in 1954, which represents an in- 
crease of a total of some 89 crew members, on the plus side, in 1955 
over the estimated number in 1954, which gives us a plus figure in 
dollars of $54,300. 

Mr. WiaGieswortn. I notice under “Basic allowance for sub- 
sistence,”’ the rate is falling off from $491.07 to $485.18; and the basic 
allowance for quarters apparently goes up from $834.47 to $879.93. 

You will remember there was some discussion a year ago about 
showing deductions where public quarters were available. 

Major Farrearrn. Yes. 

Mr. WicGLeswortH. Your deductions then and your deductions 
now, I notice, are considerably higher figures than the weighted 
average, which seems to be warranted. In other words, from the 
realistic standpoint, since the higher grades are more involved, your 
deduction figure is higher that the weighted average? 

Major Farrparrn. That is correct. They are based on the monthly 
reports of actual occupancy of quarters by grades. 

Mr. WicaieswortH. You contemplate deductions of about 11 per- 
cent, roughly speaking, above the weighted average in 1955 and 
even higher than that mm 1954? 

Major Farreairn. We use the latest actual experience monthly 
reports, that is, the actual occupancy of all services’ quarters, by 
Marine Corps personnel. 

Mr. Wiae.esworts. You consider the specific figures as distin- 
guished from taking the weighted average? 

Major Farrsarrn. Yes, sir, and they do vary. 

Mr. Your “Station allowances, overseas,’ comes 
down here as it did under ‘Officers allowances.”’ 

I notice your reductions are almost $1 million in respect to reenlist- 
ment bonuses; is that a direct reflection of the reduction of the overall 
strength or does that mean that the will to reenlist is declining from 
the estimated 22,393 to an estimate of 18,272? 

Colonel Superman. The reduction is largely reflected in the de- 
creased number of enlisted men going out of service in fiscal year 1955, 
as compared to 1954. The actual rate of enlistment is estimated to 
be higher in 1955. 

Mr. Wiacieswortn. Higher in 1955 than in 1954? 

Colonel SHerman. Yes; for regulars in 1954, we used a 35-percent 
reenlistment rate, and we have used 40 percent in 1955. 

Mr. WicGLeswortuH. Any questions on this budget activity No. 1, 
Mr. Sheppard? 

Mr. Suepparp. No questions. 
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INDIVIDUAL CLOTHING 


Mr. WiaeLeswortu. Budget activity No. 2 deals with individual 
clothing, involving a request of $16,355,000 or a decrease of $10,974,)00 
compared with the current fiscal year. It is broken down into two 
projects and is covered in the justifications at pages 43 and 44. 

In dealing with the initial clothing allowance, showing an overall 
reduction of $8,920,300, apparently there is contemplated a reduction 
of men recruits from 85,102 to 34,346, with a reduction of average 
rate from $164.53 to $152.25, and 960 women recruits compared with 
1,326 in the current fiscal year at an average rate of $249.74 in both 

ears. 
. How are you able to effect the reduction in rate for men recruitments 
from $164.53 to $152.25? 

Major Fairparrn. That is a composite rate, Mr. Chairman, based 
on the number of regulars; the estimated number of officer candidates, 
who will come in and be entitled to a partial clothing bag, and also 
on the number of Organized Reserves, who will be transferred to 
extended active duty and bring their reserve clothing with them, 
and we will bring them up to a full recruit clothing bag out of this 
appropriation. 

Mr. Wiaeieswortn. I notice that in your justifications at page 11, 
referring to initial allowance you state: 

Initial allowances are jointly determined for each of the armed services and 
prescribed in directives promulgated by the Secretary of Defense. 

That does not mean that the initial allowance for all services are 
identical, does it? 

Major Farrpairn. No. 

Mr. WiaciteswortH. What is the basis of the initial allowance 
and who is eligible for it? 

Colonel Weser. The basis of the initial allowance is that quantity 
of clothing, by items, which we determine is the minimum required 
by the average marine to perform his duty. 

Mr. WicGLeswortrH. When does it become available? 

Colonel Weser. It becomes available to him when he first enlists 
in the Marine Corps as a new recruit. 

Mr. WiaGLeswortu. It becomes available to him only then? 

Colonel WesBEr. It also becomes available to him when he reenlists, 
if he has been separated from the Marine Corps over 90 days. If 
he reenlists within 90 days, we do not issue him an initial allowance 
for clothing. 

Mr. WicGLeswortn. On top of that are certain special allowances, 
as I understand it, from the details on page 43 of the justifications. 

Colonel Wreser. Yes, sir. 

Mr. WiaeLeswortu. Special allowances call for a total of $909,300, 
representing a decrease of $3,133,700. 

Colonel Wreser. Yes, sir. 

Mr. Wiaee.ieswortu. Generally speaking, are those allowances 
given at stated times, or as, if, and when required? 

Colonel Wreser. As, if, and when required. These items of special 
allowances are not included in the initial allowance, but are special 
types of clothing given for special types of duty. 

Mr. Wiae.eswortu. Under project 2B the detail in respect to 
maintenance clothing allowance reflects a request of $10,033,000, 
an increase of $1,080,000. What is the basis of this maintenance 
allowance, and when is that payable? 
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Colonel Weser. The basis for the maintenance allowance, Mr. 
Chairman, is durability of the clothing. Actually this is paid in cash 
to each individual man to compensate him for his clothing when it 
wears out, and with which he may replace such clothing. 

Mr. Wiac.ieswortn. It is payable when? 

Major Farrpairn. Each month, after the first 6 months of service. 

Mr. Wiec._esworta. How much is paid every month? 

Colonel Weser. The basic allowance is $4.20 per month. This 
is paid whenever an individual has been in service between 6 months 
and 36 months; and after he has been in the service over 36 months, 
he receives $5.40 per month. 

Mr. Wiae.Leswortn. I notice on page 44 of the justifications that 
you break down the allowance to enlisted men—(a) basic maintenance 
allowance, (5) standard maintenance allowance and (ec) special mainte- 
nance allowance. What about the standard maintenance allowance 
and special allowance? 

Colonel Wreser. The standard maintenance allowance is $5.40, as 
indicated; the special is $7.20 a month, and is paid to a determined 
number of men who are on special type duty, where they are required 
to wear civilian clothes. 

Mr. WiaG_eswortH. Everyone gets a basic monthly allowance, and 
a standard monthly allowance is also provided after 6 months of 
service; is that right? 

Major Farrparrn. No. The basic allowance is paid him from 
completion of 6 months of service, up to and including his 36th 
month of continuous service. 

Mr. WiaGitesworrn. That is, every month, from the first 6 
months to 36 months? 

Major Farrparrn. That is correct. Thereafter, if he stays in the 
service more than 36 months, he receives a standard allowance. 

Mr. Wiae@LeswortH. That comes into play only at that time? 

Major Farrsairn. That is correct. 

Mr. WiaaieswortH. Does he get the basic allowance after the 36 
months? 

Major Farrsparrn. No. 

Mr. WicG.ieswortu. Only the standard maintenance allowance? 

Major Farrparrn. Yes. 

Mr. Wiacieswortu. The increase here is in the basic monthly 
allowance. The rates seem to remain the same over the 2 years, 
$50.40, and the increase is due to the increase in numbers of those 
eligible to the extent of 21,058, that is an increase from 103;955 to 
125,013. What is the basis of that; how do you figure that increase? 

Major FarrBarrn. The increase in the number is to provide enlisted 
ersonnel of the First Marine Division, and the First Marine Aircraft 

ing in Korea, with a cash clothing allowance in 1955, instead of the 
in kind issue. 

Mr. WiceGieswortu. Off the record. 

(Off the record discussion.) 

Mr. WieGLteswortH. Any questions on budget activity 2, Mr. 
Sheppard? 

CLOTHING RETURNED 


Mr. SHepparp. I notice an item reflected on page 43: 
Deduct: Clothing returned by rejected recruits. 
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That reflects a decrease of $58,000. What does that mean, numer- 

ically speaking? 
ajor FarrBarrn. This is based on past experience projected into 
next fiscal year. 

Colonel SHERMAN. The reject rate is running about 7 percent. 

Mr. SuHepparp. Is that rejection at the point of induction? 

Colonel SHERMAN. We have no induction plans for fiscal year 1955. 

Mr. SHepparpD. Where does this rejection take place? 

Colonel SHerman. At the recruit depots. 

Mr. SHepparp. How long would they be in service? They would 
have to be there long enough to have issues. 

Colonel SHERMAN. Yes, sir. 

Mr. SHepparD. Or you would not have a deduct item. How long 
after they are taken in is it before they are issued clothing? 

Colonel SHERMAN. Right away. They are issued clothing as soon 
as they come in. 

General SHerHerD. But not a full bag. 

Colonel SHerMAN. That is correct, sir. 

Mr. Suepparp. Does that take place at the recruit depot or at the 
recruiting station? 

Colonel SHerman. We have rejections in both places. Some of the 
people we think, can make the grade at the recruit depots turn out not 
to make it. They have physical disabilities that are not discovered 
on the physical examination. 

Mr. Renticane. In other words, your language in the justification 
is not to be construed that the man has passed the physical and then 
later on is determined to be unable to serve because of something that 
occurred. It is caught right at the inception; is that correct? 

Colonel SHerman. Yes, sir. 


SUBSISTENCE IN KIND 


Mr. WiaeLeswortnH. We will turn to budget activity No. 3, where 
we find a request for “Subsistence in kind”’ of $67,597,000, a reduction 
of $4,901,000 as compared with the current fiscal year, or something 
like 7 percent. 

This item is covered at pages 15, 16, 46, 47, and 48 of the justi- 
fications. It is broken down into two projects; ‘Subsistence in 
messes,’’ and “Operational rations.”’ 


SUBSISTENCE IN MESSES——-RATES 


I notice that in the committee report of last summer in connection 
with certain reductions that were made in the Marine Corps request 
the committee stated, 

No deductions were reflected in the budget for absenteeism from Government 
messes; clothing-bag costs are higher than the allowance in the new regulation; 
the commuted ration rate is overstated; operational ration costs are excessive; 
more current pricing of the subsistence budget should result in lower dollar 
requirements; and some savings will result from the new provision in the bill 
on sales of meals at messes to officers and civilians. 

I note you are including an absentee deduction which you indicate 
as 9 percent ashore in the United States, 4 percent ashore overseas, 
and 6 percent afloat in Navy vessels. 

My impression is that the Army a year ago was using a rate ashore 
in the United States of 12 percent. Speaking from memory, I 
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think the Navy indicated they were using a rate of 12 percent for 
fiscal 1955. 

Why does the Marine Corps only apply a reduction of 9 percent, if 
the other 2 branches are at 12 percent? 

Colonel Lucrus. Mr. Chairman, the 9-percent rate for absenteeism 
for the Marine Corps was arrived at at a meeting of the Secretary of 
Defense early in October, at which it was decided that the Marine 
Corps would use that rate of 9 percent. That was based on actual 
studies of absenteeism within the Marine Corps. 

Mr. Wiac.ieswortn. Is that rate applicable to 1955 and not to 
1954? 

Colonel Luctus. Yes, sir. That was applicable to 1955 and not 
1954. The 6-percent rate was set up by the Secretary of Defense, 
which was a rate that was given us to initially try for absenteeism. 

Mr. WieGiesworru. For not to exceed 6 months? 

Colonel Lucius. No, sir. That was for this whole fiscal year; a 6- 
percent absenteeism rate for 1954. 

Mr. Wiaa.eswortu. I may be wrong, but as I recall it both the 
Navy and the Marine Corps were given the 6-percent rate with the 
understanding that a revision would be put into effect before January 1 
of this year. This 9-percent rate is effective when? 

Colonel Luctus. Actually, Mr. Chairman, we are effecting at the 
present time approximately 9 percent. It is 8.7-percent absenteeism 
right now. We are initially in this study and we are just beginning 
to realize the benefits of absenteeism. 

Mr. Wieaiesworts. Looking at “Subsistence in kind” and the 
“Daily rates,” I have some figures which indicate that for 1955, for 
ashore in the United States the Army and the Air Force will use a 
rate of $1.05 per day, whereas the Marine Corps apparently con- 
templates a figure of $1.08 per day. 

I am also advised that the 1954 rate used by the Marine Corps 
was $1.05 per day. That appears in your justifications on page 47. 

Why the increase from $1.05 to $1.08, particularly in view of the 
ne a at the Army and the Air Force think that $1.05 is ample for 

em? 

Colonel Lucius. That rate, Mr. Chairman, was again arrived at 
in conformance with the Secretary of Defense memoranda to the 
various comptrollers of the Departments of November 12, 1953, in 
which that particular rate of $1.08 was specified for the Navy and the 
Marine Corps. 

Mr. WiacLesworrn. Was it specifically set forth in that directive, 
or did you determine it within the terms of the directive which he 
gave you? 

Colonel Lucrus. No, sir. It was specifically set forth in that 
directive. 

Mr. Wiaeteswortna. That the rate should be $1.08? 

Colonel Lucrus. Right, sir. The difference involved, Mr. Chair- 
man, is the fact that the Navy and the Marine Corps must necessarily 
use butter instead of margarine, there being a 3-cent difference in the 
daily rate on the difference between the use of butter and margarine. 

et) Wiaeieswortu. The current authorized rate is $1.08; is that 
right? 

“Colonel Lucius. That is correct, Mr. Chairman. 

Mr. WieGLeswortH. What are your current operating costs show- 

ing as a matter of fact? 
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Cotone: Lucius. Mr. Chairman, actually at the present time we 
are feeding on a little more than $1.05 per day as of the first 6 months 
of this fiscal year, 1954. July through December show that. 

Mr. Wiceuteswortn. Is that $1.05 based on butter or oleomar- 
garine? 

Colonel Lucius. That is based on butter, sir. 

Mr. Wiaeieswortn. Is the $1.08 in the directive of the Secretary 
of Defense a fixed figure or is it a maximum figure? 

Colonel Lucrus. I would say, Mr. Chairman, that it is a fixed 
figure. However, we will certainly never spend any more than our 
computed ration value which, as I say, has been $1.05; regardless of 
whether this committee sees fit to give us $1.08 or not. We will 
never spend more than the amount computed in the ratio, which is 
running $1.05. 

Mr. SHEPPARD. May I ask a question at that point, Mr. Chairman? 

Mr. Yes. 

Mr. SHepparp. In making a statement of that character, how are 
you going to prognosticate that you are going to have that standard 
price in the commodity field for procurement purposes? What is 
going to happen if your groceries go up? 

Colonel Luctus. Mr. Sheppard, if that happens the rate also will 
go up. Certainly that is also true in the coffee market today. 

Mr. SuepparD. That is what I was thinking about when you made 
the statement you were going to stick firm with the $1.05. 

Colonel Lucius. I am sorry if I created that impression. I meant 
we would never go past the amount computed by the Marine Corps. 
If it is $1.05, that is the amount we would arrive at by figuring the 
basic components of the ration. 

Mr. Suepparp. Perhaps I am not interpreting the answer properly. 
You say you will not go beyond $1.05. How do you know you will 
not go beyond $1.05? 

Colonel Lucius. I did not mean to convey we would not go past 
$1.05, Mr. Sheppard. We may very well go to $1.08. We compute 
our ration by taking 32 basic components, sir. If those 32 basic 
components this month would show a figure of $1.06, naturally that 
would be the rate we would use. 

Mr. Wiae.ieswortu. I assume that each one of the services has a 
rate fixed by the Secretary of Defense, and if prices go up any service 
can go back to the Secretary and present its case and get an adjust- 
ment in rate; is that correct? 

Colonel Lucrus. That is right, sir. 

Mr. WiaaLeswortH. What is the basis for the increase, presum- 
ably, in your presentation to the Secretary, from $1.05 in the current 
fiscal year to $1.08 in fiscal year 1955? 

Colonel Lucius. That difference, Mr. Chairman, is your butter- 
oleomargarine factor. 

Mr. WiaeLeswortu. But you tell me you are using butter right 
now under the $1.05 allowance, and that your actual experience in- 
dicates $1.05 is sufficient. 

In other words, do I understand that in your presentation to the 
Secretary the figure was adjusted to $1.08 on the basis that you would 
need it if you were going to use butter; but, that as a practical matter, 
up to the present date you have found you can buy the necessary 
butter and get along with $1.05? 
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Colonel Lucius. That is correct, sir. As was previously stated 
the Marine Corps is using slightly over $1.05 at this time. It is to be 
pointed out however, that an increase or decrease in the price of any 
of the 32 ration components which the Marine Corps uses to compute 
the value of the ration, would of course be reflected in the final cost 
of the ration. The coffee we have been using has been purchased 
at seventy-some cents a pound, and we are now at eighty-some cents 
a pound. Naturally, our $1.05 figure for January and February will 
increase somewhat. 

AVERAGE RATION COSTS 


Mr. WiccieswortH. When the remarks are revised will somebody 
break down this figure for the record into its component parts? For 
instance, the raw food cost, the cost for transportation and loss or 
epotens and so on. Please put a table in the record breaking down 

e $1.05 into its component parts. 

(The information is as follows:) 

It must be pointed out that this cost is based on a considerable lower cost of 
living index than is currently in effect; to illustrate, coffee in the raw state has 
increased on the New York market from $0.56%% cents per pound on July 1, 1953 
to $0.82 cents per pound on February 24, 1954. Inasmuch as all stocks purchase 
at lower prices have been exhausted it must necessarily be assumed that the cost 
of the ration for the last half of the fiscal year 1954 will increase considerably. 
Table of costs follows: 


Average ration costs—July through December 1953 
Continental United States: 


OPERATIONAL RATIONS 


Mr. Wiaetesworra. Under project 3 (b), operational rations, there 
is a request for $4,308,000, or an increase of $1,524,000, in respect to 
individual type C rations and individual assault food packets. The 
rates in both cases apparently are the same, but the numbers involved 
show a very substantial increase in both instances. 

There is an increase of 683,456, or over 50 percent, for individual 
type C rations; and an increase of 56,868, or 120 percent, with respect 
to individual assault food packets. 

Why that very large increase in the numbers of personnel entitled 
to these rations? 

Colonel Luctus. Mr. Chairman, it actually looks like a very large 
increase. However, in the 1954 budget your committee saw fit to 
give us $4,783,550 for operational rations. We will not require that 
amount of money for this fiscal year. However, we will require it for 
fiscal 1955. Thus there is the increase. 

Mr. WiacLeswortn. You mean that you had $4 million for the 
current fiscal year, but you only expect to use $2,784,000 of it? 

Colonel Lucius. That is correct, sir. 

Mr. WiaciteswortH. What is the reason for the very large increase 
in persons entitled to these types of rations? 

Eslonel Lucius. Might I go off the record on that one, sir? 
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Mr. Wiec.ieswortn. If necessary. I would like to have something 
for the record, if possible. 

(Discussion off the record.) 

(The following furnished for the record:) 

In order to fully illustrate the procedures followed by the Marine Corps on 
operational ration procurement, it must be pointed out that purchases of the 
safety level of supply for a particular fiscal year are purchased during the last 
quarter of the previous fiscal year. Thus, fiscal year 1956 safety level of supply 
of operational rations would necessarily be purchased during the fourth quarter 
of fiscal year 1955. With the increased responsibility of supplying logistic support 
for certain Fleet Marine Force units during fiscal year 1956 and with this policy 
in mind, the amount of $4,233,100 or an increase of $1,483,100 over the amount 
to be spent during fiscal year 1954 is required. 

Mr. Wiae.eswortH. Does this mean you are going to have 
683,456 more people in the field in 1955 than in 1954? 

General SuerHern. Off the record, sir. 

(Discussion off the record.) 


ASHORE OVERSEAS RATES 


Mr. Wiae.eswortn. I have two further questions on project 3 (a) 
here. I would like to get the actual current experience in terms of 
vour ashore overseas ration costs. I asked for it in terms of ashore 
United States. What is it actually costing for your ashore overseas? 

Colonel Lucrus. Mr. Chairman, we have three different figures on 
that particular rate overseas. In Korea the rate is $1.15. We pay 
the Army that amount. 

P In Japan it is $1.1704, which is the amount our Marines require in 
apan. 

Then the Marine Corps rate for our various very small stations is 
$1.1648. 

General SHeruerp. I might add that the subsistence for the First 
and Third Divisions in Japan and Korea is provided by the Army. 
We simply pay for the ration. 


HOSPITAL RATES 


Mr. Wieeieswortn. Also, there is an apparent variation for the 
subsistence in kind in hospitals. The rate for the Army and the Air 
Force is $1.05, and the rate for the Marine Corps is given at $1.08, and 
the rate given for the Navy is $1.10. 

When the Navy was before the committee they stated, as I under- 
stood it, that the Marine Corps had no hospitals, and that they were 
serviced by the Navy or perhaps by the Army in some cases overseas. 
The question presents itself: Why should the Marine Corps on the 
one hand be more than the Army and the Air Force and on the other 
hand be less than the Navy? 

Major Farrearrn. Mr. Chairman, first of all we have the direc- 
tive from the Secretary of Defense that the hospital ration, other 
than for TB patients would be the same as the daily ration. 

Mr. Wiaeteswortu. The directive from whom? 

Major Farrpairn. The Secretary of Defense, sir. We have segre- 
Be af only the ashore United States personnel. The ones who will 

e afloat on Navy vessels or ashore overseas are included in the num- 
bers in the table for those categories. So the only segregation we 
have for patients in the hospitals is for ashore United States. 
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Mr. WiaGiesworts. In other words, you think the figures for the 
other branches may be on a different basis? 

Major Farrsairn. That would be correct, sir. We could and 
perhaps should have come up with a higher rate, had we had good 
information as to the exact numbers who would be ashore overseas or 
afloat. In other words, we would have increased the number for 
hospital subsistence, some of whom would have been at the $1.08 
and some at the overseas rate and some at the afloat rate; and the 
composite rate probably would have come up to $1.09, $1.10, or $1.11. 

Mr. WiaGiesworru. Mr. Sheppard, have you any questions on 
budget activity 3? 


RATE FOR TUBERCULOSIS PATIENTS 


Mr. SuHepparp. I want to go back to the TB hospital situation. 
I want to get it clear in my mind. 

In other words, your rate is reflected on page 47 at $1.29 for fiscal 
1954 for the hospitals, TB. Is that correct? 

Major Farrsparrn. Yes, sir. 

Mr. Suepparp. We find it reflected for 1955 as $1.24, which is a 
decrease in the subsistence for the TB hospitals. 

Major FarrBarrn. That is correct, sir. 

Mr. Suepparp. How do you account for the decrease? 

Major Farrparrn. The rates for 1955 are as contained in the 
Secretary of Defense directive, sir. 

Mr. Suepparp. In other words, is that to be comparable with the 
regular daily mess? 

Major Farrearrn. For other than TB patients; ves, sir. 

Mr. Sueprarp. I am addressing myself to the TB aspect as re- 
flected in the justifications, and not the others. 

Major Farrparrn. The TB patients are allowed a differential of 
16 cents, sir. 

Mr. SuHepparp. Yet you show a decrease as between the TB 
hospitals in 1954 and in 1955. 

Major Farrparrn. That is correct, sir. That is based on the lower 
strength in numbers. 

Mr. Suepparp. I do not follow that, mathematically. 

If you have 100 men in a TB hospital, whether you are under a 
reduced military personnel or an increased military personnel, 100 
men in a TB hospital are 100 men. You have 100 men, or you did 
have them in 1954, in your TB hospitals, at $1.29 per day. Now 
for the same operation for the TB hospitals in fiscal year 1955 you have 
dropped that daily rate to $1.24. I am asking what the difference is 
and who created the reduction and what is going to happen. That 
is what I want to get explained in the record, for the TB hospitali- 
zation patients, per man. 

Major Farrparrn. The 1955 rate is as directed by the Secretary of 
ee, Colonel Lucius, can you add something on the 1954 rate 
of $1.29? 

Colonel Lucrus. No, Major Fairbairn. I cannot speak on the 
$1.29. I can only speak for 1955 on the directive, where the Secretary 
of Defense stated we would have an increase of 16 cents per ration 
acceptable for tubercular patients. That was from the Secretary of 
Defense. 

Mr. Suepparp. An increase of 16 cents from what? 

Colonel Lucius. From the regular ration, sir. 
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Mr. SHepparp. From the regular ration? 

Major Farreairn. That is right, sir. 

Mr. SHepparp. I see. 

General SHepHEerRD. Could it be they reduced the regular ration, 
and that that caused the decrease? 

Major Farrparrn. No, sir. They allowed 16 cents more for each 
TB patient. 

Mr. Sueprparp. The 16 cents is reflected here in your 1955 figure 
of $1.24, is it not? 

Major Farrparrn. That is right. 

Mr. SHepparp. That includes the 16 cents? 

Major Farrparrn. Yes, sir. 

Mr. Suepparp. Yet the last report on the grocery index showed 
that it was next to the highest peak we have had in the history of the 
country. What are we taking away from the TB patients here? 
That is the thing I am very directly interested in, Mr. Chairman. I 
want to know something about it. 

What are we going to cut out of the normal feeding that we have 
heretofore had for the people in TB hospitals? We have been told 
by those who run the Bureau of Medicine that there had to be spe- 
cialized food for the TB patients. That has been evidenced before 
this committee from the time I first served with the committee many 
years ago. Now we find we are going into a reduction, and .yet the 
index in prices quoted by your Government agency is up. 

I would like to have somebody explain the compatibility and tell 
me where the slack is and who is going to suffer from it. Is anybody 
here capable of telling me that? 

Major Farrparrn. No, sir. 

General SHerHerRD. Do you know why they reduced the ration? 

Admiral Ciexton. Off the record. 

(Discussion off the record.) 

Mr. SHerparp. I am of the opinion that this is not an arbitrary 
figure set by the Marine Corps or by the Navy. That does not 
diminish my attempt to try to determine what is going to happen in 
the feeding of those patients. Again we cannot get away from the 
fact that the index has shown an increase. Yet you show a rate 
decrease for TB patients in 1955. 

Either before you have had too much money or you do not have 
enough now. There is just no other answer to that situation. 

If we want any information we will have to get it from the Bureau 
of the Budget or the Secretary of Defense or from the Bureau of 
Medicine and Surgery; is that right? 

Admiral Ciexton. I think the Secretary of Defense can give you 
this, because he obtains it from the Bureau of the Budget. 

Mr. SHepparD. Mr. Chairman, would I be intruding upon your 
generosity if I might ask for what deviation there is in teadin those 
patients in the hospitals, specifically addressing myself to the TB 
hospitals? I would ask that that be supplied by the Secretary of 
Defense covering the issues. 

Admiral CLExron. Suppose we try to get it for you, to put in here? 

Mr. WieGLeswortH. Do I understand that nobody here is in a 
position to give the actual experience? 

Admiral CLexton. No, sir; because this is governmentwide. The 
Government operates many hospitals for TB patients we know 
nothing about. 
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Mr. WiacLeswortH. Suppose you do as you suggested. 

Admiral CLexton. We will see if we can get it from Mr. Lee of 
the Secretary of Defense Office. 

(The following statement was furnished for the record:) 

Rate of $1.24 for TB patients for fiscal year 1955 was set by the Secretary of 
Defense in his memo of November 12, 1953, to the comptrollers of the various 
departments. Rate for fiscal vear 1954 was set by Bureau of Medicine and 
Surgery at $1.10 plus an additional increase for TB patients of 18 cents for a 
total rate of $1.28 per ration. The actual cost ot ceeding TB patients at this time 
is less than the amount budgeted in 1954, and it is estimated approximates the 


1955 rate. TB patients will be fed the same quantity and quality ration in 1955 
as in 1954. 


Movements, PERMANENT CHANGE OF STATION 


Mr. WIGGLESworTH. Budget activity 4 is for “Movements, perma- 
nent change of station,” and carries a request for $36,340,000, a reduc- 
tion of $7,405,000. It appears to be covered on pages 17, 18, 19, 50, 

1, 52, and 53 of the justifications. 
It is presented in two projects: Permanent change of station move- 


aoe of individuals, and permanent change of station movements, 


PERMANENT CHANGE OF STATION MOVEMENTS OF INDIVIDUALS 


Looking at page 50 of the justifications, there is a breakdown with 
reference to officers in various categories. From the overall stand- 
point it is practically the same thing in dollars and cents and in average 
rate as in the current fiscal year. 

I notice there is an increase from $108 to $123 in the average rate 
for rotation from overseas. On what is that based? 

Colonel SHerMan. I believe the increased rate is due to a longer 
computed estimated distance of travel for the people returning from 
overseas than was used in previous years. We now no longer have 
a division on the west coast and therefore must order the bulk of our 
officers to the east coast. 

Mr. Wiae.tesworts. Will you develop that a little more? 

Colonel SHerman. The average number of miles that an officer 
travels when he is rotated from overseas is computed at 2,050 for 
the fiscal year. That means that the bulk of the people have to 
travel two-thirds of the way across the continent upon return from 
overseas, the point of entry being on the west coast. 

Mr. Wiacteswortn. What was the computed distance in 1954? 

Colonel SHerMan. I do not have that. 

General SHepuerD. At that time the Third Division was on the 
west coast, and many of those officers probably joined the Third 
Division there. Now they must go to the Second Division. 

Colonel Turron. For 1954 our computed average was 1,800 miles. 

Mr. For 1953? 

Colonel Turron. Fiscal 1954, sir 

Mr. 1,800 miles? 

Colonel Turton. Yes, sir. 

Mr. WiaeLesworth. For 1955 it is 2,050 miles? 

Colonel Turton. Yes, sir. 

Mr. Wiae.eswortu. That is largely explained, you think, by the 
fact that there is no division on the west coast? 
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Colonel Turron. That is correct, sir. That is because we have the 
two divisions overseas. 

Mr. WiaeG.Leswortu. I notice an increase in the rate in the next 
item entitled ‘Travel to Ground Replacement Drafts,” from $102 to 
$126. What does that mean? 

Colonel Turron. That is for the same reason, Mr. Chairman. 

Mr. WicecLeswortH. What is meant by ‘“Travel to ground replace- 
ment drafts’’? 

Colonel Turron. We send our personnel to the overseas divisions 
from the west coast, sir. To support the two divisions overseas we 
are sending our junior officers to Camp Pendleton, where they are 
organized and sent out as replacement drafts, sir. Others travel 
directly through San Francisco. 

Mr. WiaeieswortH. Do you mean that the item of ‘Travel to 
ground replacement drafts’’ is travel to some other country, and that 
“Rotation from overseas’’ is travel home again? 

Colonel Turron. Yes, sir. I might explain, sir, that our junior 
officers are sent to one division. After serving approximately one- 
half of their overseas tour, they are sent to the other division for the 
a of their tour and then are rotated to the continental United 

tates. 

Mr. Wicc.ieswortu. Your “Travel to aviation replacement drafts,” 
however, shows the identical rate in both years, 

General Brice. Aviation moves its troops overseas in the same fash- 
ion the ground Marines do, sir. That is, we assemble a draft in our 
Marine Corps Air Station on the west coast at El Toro by moving into 
that air station enough individuals from the other stations in the 
United States; mostly from the east coast. They go out monthly in 
the form of a total number of personnel to replace the people due for 
rotation. That is on a monthly basis. We assemble the entire draft 
in the one spot on the west coast for further transshipment to the Far 
East. 

General Suepuerp. I think I can also explain this question, Mr. 
Chairman. 

When the Third Division was on the west coast many officers were 
assigned from that division, which lowered the cost. Now they must 
all come from the Second Division or other stations in the East. 

Mr. Wiaetesworrn. Your “Initial travel” for enlisted personnel 
anpears on page 51 of the justifications, with an overall reduction of 
$2 664,000. 

I see under your “Initial travel’ you are figuring on a rate of $54.79 
as compared to $50.34 in the curreat fiscal year. Why is there that 
in:rease? 

Major Farrparrn. That is based on past experience, Mr. Chairman, 
in that our recruits from recruit stations to recruit depots average $54, 
and the reservists going to active duty average $58.88, or a composite 
rate expected for 1955 of $54.79. 

Mr. Wiaciteswortn. In 1954 for “Initial travel’? you used $50.34. 
Then for the graduate recruits to first permanent duty station there 
was a $40 rate. Compared to that you are suggesting $54.79 for 
“Tnitial travel” and $56.21 for “Graduate recruits to first permanent 
duty station.” 

Major Farrsarrn. We think right now, sir, our 1954 column is 
understated. 

Mr. WiacieswortH. Do you have any actual figures? 
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Colonel Turron. Mr. Chairman, I have some figures here. 

General Sueruerp. I think the same situation applies to the en- 
listed men as applied to the officers. The recruit depot on the west 
coast cannot supply the total number of men required for both the 
First and Third Divisions. Therefore, a large proportion of men 
from Parris Island must go across the continent, a larger proportion 
than heretofore did, to join the two divisions. In other words, we 
have 2 divisions out in the Far East now instead of 1. 

Mr. WiecLeswortH. You say you have some figures there? 

Colonel Turron. Yes, sir. For the fiscal year 1954, to include Jan- 
uary, “Permanent change of station for travel of enlisted personnel’’ 
amounted to $10,334,811. 

Mr. WiaeG.ieswortn. What does that work out to in terms of a 
rate? 

Colonel Turron. That figures out at $97.17, sir. 

Mr. Wiaeiesworrn. That cannot be right; can it? 

Colonel SHerman. I believe that is the overall rate on the bottom 
line, Mr. Chairman. 

The average cost in fiscal year 1955 was $53.15. 

Mr. Wiaa.esworrh. Is this for ‘Initial travel’’? 

Colonel SuerMan. “Initial travel to recruiting station.” 

Mr. WiaGiesworru. Is that in 1953? 

Colonel Turron. Yes, sir. The average is $53.15. For the first 
quarter in fiscal 1954 it was $54.62. 

Mr. WiaG.eswortH. Have you anything on the next item for 
“Graduate recruits to first permanent duty station’’? 

Colonel SHerman. I believe the answer there is, as the comman- 
dant has just stated, the fact that we do have to send a good many 
of our graduate recruits to the west coast to make up the replacement 
drafts. Now that we have two divisions overseas our replacement 
requirements are higher. 

Mr. Wiaaieswortnh. I do not follow that. This is for the moving 
of graduate recruits, wherever they may be, to the first permanent 
duty station; is that not right? 

Colonel SHerMan. That is right, sir. 

General SuepHerRD. More recruits are going from Parris Island to 
the Far East than were going last year. 

Mr. Wiae_eswortu. Formerly they stopped on the west coast? 

General SHepuerpD. Yes, sir. With two divisions in the Far East 
more men are going out. 

Mr. WiaeLeswortH. What is “Travel to ground replacement 
drafts’? That is the big increase here, of course. There is no 
change in the rate; it is wholly a matter of the number of people you 
expect to move; is that right? 

General SHEPHERD. Yes, sir. 

Mr. WiaGLeswortn. You are going to move 36,348 enlisted men 
as compared with 15,752 to the ground replacement drafts? 

Major Farrparrn. That is correct, sir. 

Mr. Wiee_eswortu. Which may be anywhere? 

Colonel SHerman. No, sir. They move from anywhere in the 
United States to an assembly point on the west coast. The reason 
for the increase is that we have to provide replacements to both the 
Ist and 3d Divisions in the Far East, since they are both sending 
people back to the United States on rotation in fiscal year 1955. 
They were not in fiscal year 1954. 
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Mr. WicGLesworts. What was the situation in 1954? 

Colonel SHerMANn. We were providing replacements mainly to the 
Ist Division in fiscal year 1954. 

Mr. WiaG.ieswortn. “Transportation of dependents,” on the next 
page, shows a decrease of $1,230,000, from $3,864,000 to $2,634,000. 
There is the same rate, but a reduction of about one-third in the 
number of dependents? 

The item for ‘Household effects’? shows an overall reduction from 
$9,291,000 to $5,417,000, or approximately $3.9 million. 

I notice a substantial reduction in 4 of the 5 rates applied here. 
There is also a reduction in the number of officers and enlisted men. 

Under your handling costs in what terms are the numbers given? 

Major Farsarn. Those are the numbers of moves, sir. 

Mr. WiaeieswortH. Why is there the very substantial increase in 
the number of ite ‘ms for local hauling and in the number of items for 
temporary storage? 

Colonel SHERMAN. We feel that the estimate for 1954 is low. 7 
checked with the supply department on this particular item, and they 
stated that they had received 9,350 total jobs involving handling 
costs for these household effects during fiscal year 1953. Due to the 
move of the 3d Division, they estimated there would be about a 7- 
percent increase. That is how the 10,000 figure was arrived at for 
fiscal year 1955. They feel the 6,490 figure for 1954 is low. 

Mr. WiaGLesworrn. 9,350 in fiscal year 1953? 

Colonel SHERMAN. Yes, sir. 


PERMANENT CHANGE OF STATION MOVEMENTS, MSTS 


Mr. WiaG_eswortHh. The MSTS movements are shown on page 53. 
The applicable rates seem to be identical for the 2 years. 

The overall increase of $361,000 is the result of a slight increase in 
the number of officers and an increase of about 3,000 in the number 
of enlisted men. 

General SHEPHERD. I| think that, again, is due to the fact that there 
are more officers and men going to the Far East than there were the 
previous year. 

Mr. WiaGieswortH. There is an increase in the number of items 
to be transported, for both officers and enlisted personnel. 

Mr. Sheppard, have you any questions on activity No. 4? 

Mr. SHepparpb. No questions. 


Monpay, Marcu 1, 1954. 
AFTERNOON SESSION 


MILITARY PERSONNEL, MARINE CORPS RESERVE 


Amounts available hier obligation 


| 1953 actual 1954 estimate | 1955 estimate 


Appropriation or estimate - ; ‘ $16, 279, 000 | $13, 800, 000 | $17, 100, 000 
Transfe rred (pursuant to 66 Stat. 518) to— } | 
“Military personnel, Marine Corps’’.. --| —6, 000, 000 
“Military personnel, Navy” —1, 000, 000 


Adjusted appropriation or estimate. -................-.-- 9,2 279, 000 13, 800, 000 | 17, 100, 000 


286 


Amounts available for obligation—Continued 


1953 actual | 1954 estimate | 1955 estimate 
Total available for obligation. .......................-- $9, 279,003 | $13, 800, 000 $17, 100, 000 
Unobligated balance, estimated savings (available for admin- 
istrative reappropriation in subsequent year). -..........--- —1, 429, 610 —920, 000 | ..........-.. 
7, 849, 363 12, 880, 000 17, 100, 000 
Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate 
1. Pay and allowances of inactive reservists__................. $4, 741, 278 $8, 705, 000 $11, 837, 000 
2. Subsistence of inactive reservists..................----.---- 374, 987 560, 000 733, 000 
1, 091, 810 2, 1°8, 000 3, 248, 000 
4. Individual clothing and uniform gratuities. -.............._- 1, 638, 258 1, 467, 1, 282, 000 
7, 849, 363 12, 880, 000 17, 100, 000 
Obligations by objects 
Object classification 1953 actual | 1954 estimate} 1955 estimate 
Direct Obligations 
sarvions: $4, 882, 478 $8, 832, 000 $11, 943, 700 
1, 094, 840 2, 148, 000 3, 248, 000 
07 Other contractual services. ____.___- 1, 520 3,040 4,710 
re ee 1, 841, 725 1, 860, 960 1, 851, 200 
12 Pensions, annuities, and insurance claims...............-- 28, 800 36, 000 2, 300 
7, 849, 363 12, 880, 000 17, 100, 000 
Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year__.................-..-- $1, 396, 402 $2, 413, 817 $3, 223, 817 
Obligations incurred during the year._.................------- 7, 849, 363 12, 880, 000 17, 100, 000 
9, 248, 254 15, 293, 817 20, 323, 817 
Deduct: 
Adjustment in obligations of prior 
Obligated balance carried to certified claims account 
Unliquidated obligations, end of year................-...- 2, 413, 817 3, 223, 817 5, 323, 817 
ID iivtanibinatancnccssessantinsnieucnsen 6, 141, 575 12, 000, 000 15, 000, 000 
Expenditures are distributed as follows: 
Out of current authorizations. .....................------- 5, 555, 753 10, 000, 000 12, 000, 000 
CE ee ees 585, 822 2, 000, 000 3, 000, 000 


Mr. WiceLeswortH. We will take up this afternoon the item 
entitled ‘Military Personnel, Marine Corps Reserve,’’ for which there 
is a request for $17,100,000 compared with an appropriation of 
$13,800,000 in the current fiscal year, and an apparent estimated 


obligation of $12,880,000. Is that right? 
ajor FarrBarrn. That is right. 


Mr. WiceLeswortnH. There is an increase of $3.3 million as com- 
pared to the appropriation, and of about $4.2 million as compared 


with obligations. 
expenditures? 


What were the December 31 obligations and 
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General SHovur. December 31, appropriation obligation has been 
$5,871,220; and expenditures for the same period have been $4,601,004. 

Mr. WicG_eswortH. What unobligated funds, if any, do you antici- 
pate as of June 30, 1954? 

General $920,000. 

Mr. SuHepparp. That is unobligated? 

General SuHoup. Yes. 

Mr. WiceLesworrn. That is your current estimate? 

General Suoup. Yes. 


JUSTIFICATION OF ESTIMATE 


Mr. WiaGLeswortH. Without objection, we will include at this 
point in the record pages 2 and 3 of the justifications; and I would 
appreciate it if there may be added another column in the table on 
page 3 showing the actual strength as of December 31, 1953. Also 
I think it will be clearer if you will include a summary of the non-drill 
pay status for officers and enlisted men, and the total. 

(The statements and information requested follow:) 


Appropriation introduction 


Fiseal year Fiscal year | Fiscal year 
1954 


1953 1955 
Appropriation or estimate... - 2 $16, 279, 000 $13, 800, 000 $17, 100, 000 
Net adjustments (transfers, balances, ete.) -_ —8, 429, 637 —920, 000 


Total obligations payable from appropriated funds 7, 849, 363 12, 880, 000 17, 100, 000 


The general purpose of the appropriation ‘Military personnel, Marine Corps 
Reserve’”’ is to provide for pay and allowances, subsistence, travel, and clothing 
for the personnel of the Marine Corps Reserve, including officer candidate trainees 
engaged or participating in the prescribed programs of Marine Corps Reserve 
training. 

The fiscal year 1955 estimate has been formulated to permit a realistic growth 
in the membership of the organized units of the Marine Corps Reserve. It also 
reflects a continuation of the training and readjustment policies commenced in 
fiscal year 1954 which will bring the actual membership of the units closer to 
existing mobilization requirements. The entire training program for the Marine 
Corps Reserve, both drill-pay and non-drill-pay status, is based upon a studied 
evaluation of mobilization requirements versus current capabilities and is de- 
signed to provide the most efficient accomplishment of the overall mission of the 
Marine Corps Reserve. In particular, it provides funds for the maintenance of 
high standards of participation at drills to insure the achievement of “‘live’’ 
organizations. It provides for a practical and feasible solution to the myriad of 
educational requirements imposed upon certain officers and enlisted personnel of 
the Reserve. In the case of the non-drill-pay category, it will allow a realistic 
and required rate of advancement in securing the desired manpower and skills. 

Compared with a 1954 planned end strength of 30,550 personnel in a drill-pay 
status in organized units, and a resulting average enrolled strength of 25,162, the 
1955 plan provides for ending that year with 42,300 personnel and an enrolled 
average strength of 36,425 composed of 3,615 officers and 32,810 enlisted personnel. 
In addition, funds are provided for active duty training of 3,150 officers and 1,300 
enlisted personnel in a non-drill-pay status. There is also provision for the train- 
ing of 5,210 enlisted personnel in the officer candidate program. The personnel 
programs of the drill-pay and non-drill-pay categories of the Marine Corps Reserve 
for the fiscal years 1954 and 1955 are summarized on the following tables. 

The tables presented herewith show the Marine Corps Reserve personnel plans 
for 1955, the 1954 plan and a comparison between the two programs: 
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PLANNED END STRENGTH IN 1955 


Mr. Wiae.eswortn. I notice the justification states that— 


compared with a 1954 planned end strength of 30,550 personnel in a drill-pay 
status in organized units, and with an average enrolled strength of 25,162, the 
1955 plan provides for ending that year with 42,300 personnel and an enrolled 
average strength of 26,425, and that in addition, funds are provided for active- 
duty training for 3,150 officers and 1,300 enlisted personnel in a non-drill-pay 
status; also for the training of 5,210 enlisted personnel in the officer candidate 
program. 

What is the current figure for those in drill-pay status in organized 
units? 

Colonel Dean. Mr. Chairman, I am Lt. Col. Raymond L. Dean, 
Assistant to Director, Division of Reserve. 

The current status estimate as of January 31, in the organized 
units, overall, is 2,696 officers and 21,450 enlisted for a total of 
24,146. 

Mr. Wiecieswortn. What is the current figure for those in non- 
drill-pay status? How many officers and how many enlisted men? 

Colonel Dean. Non-drill-pay status? 

Mr. Yes. 

Colonel DEAN. 18,696 officers as of October 31. 

Mr. WicGLeswortH. How many? 

Colonel Dean. 18,696 officers. 

Mr. WicG.ieswortH. And the number of enlisted men? 

Colonel DEAN. 37,527. 

Mr. WiaGLeswortuH. How many in the officer-candidate program 
this year? 

Colonel Dean. Fiscal vear 1954, there were 4,665. 

Mr. WicG.LeswortH. That is the comparable figure to the 5,210 
you gave us for fiscal year 1955? 

Colonel Dean. Yes. 

Mr. WiacGieswortn. That is the non-drill-pay units? 

Colonel Dean. That is the non-drill-pay status. 

General Sueruerp. Volunteers with 2 weeks’ active duty. 

Colonel Dean. That is right. That is the total in the non-drill-pay 
status. From that total we plan to train these numbers indicated on 
page 2. 

(Off the record discussion.) 

Mr. Wiacieswortu. For 1954, the figures for officers you gave 
me was 18,696—that compares with the 18,696 you propose in 1955? 

Colonel Dean. In 1955, the average we estimate is 22,871, non-drill- 
pay status, officers. 

Mr. Wiacieswortn. And for the enlisted men, how many? 

Major Farrparrn. In 1955, we expect an average of 88,700. 

Mr. Wiccteswortnu. The corresponding figure in 1954 being what? 

Colonel Dean. Enlisted, 63,129. 

Mr. WiacieswortuH. And you say very few, either officers or 
enlisted men, enter into the dollars-and-cents picture? 

Major Farrparirn. That is correct. 

Mr. Wiae.eswortnh. Those that do enter into the dollars-and-cents 
picture are referred to at the bottom of page 2, in the last paragraph? 

Major Farrearrn. That is correct. 

Mr. Wiae.eswortn. That is the 3,150 officers? 

Major Farrparrn. Yes. 
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Mr. Wice.eswortu. And 1,300 enlisted men? 

Major Farrparrn. Yes. 

Mr. Wiae.ieswortn. And what is the corresponding figure for 1954 
in respect to that? 

Major Farrparrn. Officers, 2,650, and enlisted, 1,800. 

Mr. Wigeteswortn. So that the number of nondrill-pay-status 
personnel, that enter into the dollars-and-cents picture, is Just about 
the same for the 2 years? 

Major Farrearrn. Approximately; yes. 

Mr. WigGLeswortu. Looking at your pay status organized units, 
you tell us you have 24,146 as of January 31, and you are shooting at 
a target of 30,550 as of June 30, 1954, and a target of 42,300 as of 
June 30, 1955; is that right? 

Colonel Dean. Yes, sir. 

Mr. Wiaeieswortu. That is about a 75-percent increase in a 
17-month period; is it not? 

Colonel Dean. That is correct. 

Mr. Wiccieswortnu. That is, from 24,000 to 42,000? 


STATUS OF BUILDUP PROGRAM 


When the Navy was before us for the Naval Reserve, I quoted to 
them a statement in the report of the interim subcommittee on 
preparedness of the Senate Committee on Armed Services, dated 
January 29, 1954, where they were dealing with the Reserve program 
across the board and not limited to any one service. They pointed out 
that as of June 30, 1952, there had been a budget estimate of 599,000 
and anactual enrollment of 505,000; that as of June 30, 1953, there had 
been a budget estimate for 711,000, and an actual enrollment of 
535,000, and as of June 30, 1954, there is a budget estimate of 835,000 
and the actual number to be enrolled being still unknown. They 
made this statement: 

The committee feels the defense effort as reflected by the Reserve situation is 
no further along today than it was in June 1952. It appears that the budgeted 
ivory tower figure of 835,000 for June of 1954 is an unrealistic one and utterly 
incapable of being reached. 

What comment have you to make, as far as the Marine Corps is 
concerned? 

General McQueen. Mr. Chairman, last year we had 183 ground 
units; this year we have 231 organized ground units toward a goal 
of 247 ground units. If we get the same percentage of recruits this 
year, and I think we will, as estimated last year, because the best 
months are March, April, and May, then we will come almost even 
with what we anticipated being the end strength of 1954. We have 
a good many more units to recruit from. 

Mr. WieeLeswortH. That is an increase of about 6,000 or say 25 
percent in the next 5 months. 

General Yes. 

Mr. WiaeLeswortH. Then you are going up under this estimate 
another 12,000 by June 30, 1953; in other words, you figure you will 
pick up about 6,000 every 6 months in the next year and a half? 

General McQueen. That is right. We are building up to the end 
strength and we now need about 1,200 a month to meet the end 
fiscal 1954 strength. 
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Mr. Wice.ieswortn. What was the strength June 30, 1953; is that 
the one you gave? 

Colonel Dean. Nineteen thousand seven hundred and seventy-five. 

Admiral Ciexton. I might point out, Mr. Chairman, that the 
Marine Corps has come up from 2,500 to 8,975 in the fiscal year 1952, 
and from 8,975 in the fiscal year 1953, to 19,775 at the end of fiscal 
year 1953, and is now planning in 1954 to go to 30,550, which appears 
to be about on the curve. 

General McQueen. The increase, I might say, for the next fiscal 
year is just short of a 10-percent increase over what we got this year, 
almost 10 percent. 

Mr. Wicaieswortn. I take it from the table on page 3 of the 
justifications, which we have previously inserted in the record, that 
your request contemplates an increase from June 30, 1954, to June 30, 
1955, of 11,750 overall, about 40 percent; if we take the average 
figure you contemplate an increase from 25,162 to 36,425, or 11,263, 
which is about a 33-percent increase. 

Do you have any questions on this budget activity, Mr. Ostertag? 

Mr. OsrrertaG. No questions. 


TRAINING AND READJUSTMENT POLICIES 


Mr. Suepparp. With reference to page 2, second paragraph, second 
sentence, I quote, “It also reflects a continuation of the training and 
readjustment policies, commenced in fiscal year 1954, which will 
bring the actual membership of the units closer to existing mobiliza- 
tion requirements.” 

Would you define that language for me, gentlemen? 

Colonel Dean. The readjustment, Mr. Sheppard, is this: fiscal 
year 1954 is the first time we have been able to absorb the inductees 
who are back from 2 years’ active duty. The program has been read- 
justed through the absorption of these people recently released from 
active duty. 

Mr. Suepparp. That is all, Mr. Chairman. 

Mr. Osrerraa. Do you still have inductees in the Marines? 

Colonel Dean. Yes. 

Mr. Ostertaa. You were speaking about inductees returning? 

Colonel Dean. Personnel inducted in 1952 are now coming off 
active duty. 


Pay AnD ALLOWANCES oF INaAcTIVE RESERVISTS 


Mr. Wiacieswortnh. The first budget activity is for “Pay and 
allowances, inactive reservists,’’ which seems to be covered at pages 
8, 9, and 21 to 47, inclusive, of the justifications. 

There are 2 projects, 1 for officers and the other for enlisted per- 
sonnel, reflected in the aggregate requests for $11,837,000, an increase 
of $3,132,000. 

(Recess for few minutes at 2:30.) 

Mr. Wiaeteswortn. I think if we turn to page 16 and subsequent 
pages of the justifications, we will find in detail mathematics involved, 
the increased requests for officers, enlisted men, broken down into 
three categories, nonaviation reserve, aviation reserve, and death 
gratuities; is that correct? 

Major Farrparrn. That is correct. 


293 


Mr. WiaGLteswortnH. Page 17 deals with officers in the nonaviation 
reserve, both those in drill pay status and those in nondrill pay status 
(training, schools, and boards) and reflects a total request of $2,607,000 
or $598, 600 in excess of the sum available in the current fiscal vear. 

The chief items of increase seems to be item 2, drill pay, where we 
have an increase in numbers of 564 officers, but a decrease in the 
average rate, of from $565.13 to $548.06, resulting in a net increase of 
$282,605; and a new item, No. 5, entitled 15- days training, special, 
where you plan to train 600 officers as an average rate of $271, 000. 
revealing an increase of $162,600. 

U nder nondrill pay status, there is an increase in item No. 9 of 
$145,995, which seems to be the result of 500 more in numbers and a 
very slight increase in the average rate. 

Generally speaking, this contemplates an increase in the numbers in 
drill-pay status, and in training, as compared with the current fiscal 
year. The biggest increase is reflected on the following page in regard 
to nonaviation reserve enlisted personnel, where there is an overall 
request of $6,178,300, or $1,818,700 in excess of the amount available 
in the current fiscal year. You are going to have an increase of 8,000 
apparently in the drill-pay status. Is that simply reflecting the 
overall increase in the Reserve Force? 

General Suovur. That is correct. 

Mr. WiaGieswortnu. For the most part, this increase is due to an 
increase for 8,138 people in the drill-pay status, and 7,551 in the 15- 
day training status, and 545 increase in the officer candidate program. 

Vhat is the special 15-day training, which appears for the first 
time both for officers and enlisted men? 

Colonel Dean. Mr. Chairman, that was separated from the annual 
field training because of the difference in rate. It provides for officers 
that serve on boards and certain selected service schools where they 
can attend for 15 days in addition to the annual field training. 

Take one example, in the enlisted personnel, we train a man as an 
instructor and he returns to his home training center where he conducts 
instructions for the remainder of the personnel. 

Mr. WicGieswortH. That used to be included with what item? 

Colonel Dean. A limited number of these billets in the past have 
been provided from annual field training. 

Mr. That is entitled ‘15-day training, field.” 

Colonel Dean. Yes. 

Mr. WiccLeswortH. On page 19 of the justification, there is a 
breakdown of officers, Aviation Reserve, showing an increase of about 
$200,000 as compared to the current fiscal year to $1,462,600. This 
again is broken down into 8 categories, 6 under drill-pay status, 2 
under non-drill-pay status. The rates for the most part reflect a 
decrease or not much increase. The overall increase, I take it, is 
attributable again to the increased number of officers that you expect 
to have in training status? 

Major FarrBarrn. That is correct, Mr. Chairman. 

Mr. WiccLeswortnH. Page 20 is the detail for Aviation Reserve, 
enlisted personnel, which reflects an increase of $500,000 roughly, to 
bring the amount to $1,536,400, which contemplates an increased drill 
status personnel of 759; an increace of 964 for 15-day training; an 
increase of 389 for 90-day training and a decrease of 567 for the 30-day 
training. 
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I notice that the rate in all four categories shows a considerable 
increase. What is the explanation for the cost in drill pay going from 
$214.24 to $235.82, and the 15-day training going from $82.15 to 
$90.80, and the 90-day training going from $331.53 to $461.80? 

General Brice. That is a reflection, Mr. Chairman, of the return 
from active duty for that grade number of the increased days they 
were on active duty and, therefore, it results in a growth of the 
Organized Reserve, based on the rank of the people on active duty, 
and the rank structure is in the higher grade than last year. 

Mr. WieeLeswortn. The rank structure for 1955 will be higher 
than it was in 1954? 

General Brice. Yes. 

Mr. WiaGieswortu. Therefore, they are entitled to more? 

General Brice. The small increase in rate is reflected in the overall 
rate at the end—this is in the 30-day training—and it reflects also 
the results in the rank structure, because we have had a little addi- 
tional training to untrained people who became members of the 
Reserve. Now, we do not have that fact, those who will be on duty 
under the 30-day training, and consequently, those in the lower rank 
would not have the training, the additional training, for them. 

Mr. Wiaciesworrn. Off the record. 

(Discussion off the record.) 

Mr. WieG.eswortn. The 90 days’ training shows an increase from 
$331.53 to $461.80. 

General Brice. There is increased rank and increased pay for the 
increased rank, sir. 

Colonel Dean. That is on page 45, sir. 

General Brice. You can see on that page, sir, that E—1 is the low- 
est paid enlisted man. If you will look vou will see the gradual rise 
from 1954, where we had no E-4 and E-5 enlisted ratings drawing 
pay. In the 1955 estimate we increase that to 300 E—4’s and 100 
E-5’s, with 100 E-3’s. The big difference is the increase in the rank 
structure, so that the enlisted men naturally draw more money. 

Mr. WiaGLeswortnu. Are there any questions on budget activity 
No. 1, ‘Pay and allowances,” Mr. Sheppard? 

Mr. Sueprarp. No questions, Mr. Chairman. 


SUBSISTENCE OF INAcTIVE RESERVISTS 


Mr. WicGieswortn. Budget activity No. 2 is a request for 
$733,000 for ‘Subsistence of inactive reservists.” That is an in- 
crease of $173,000 over the current year, of which about two-thirds 
is in the Nonaviation Reserve and about one-third in the Aviation 
Reserve. It is covered on pages 49 and 50 of the justifications. 

Mr. Suepparp. Does this activity have the same general explana- 
tion, outside of mathematics, that the previous activity had? 

Major Farrsarrn. That is correct, sir. 

Mr. WicGLeswortH. You are using the same rates here that we 
discussed under ‘‘Military personnel, Marine Corps’’; $1.08 per day 
as compared with $1.05 per day in the current fiscal year? 

Major Fairsarrn. That is correct, sir. 

Mr. WiaGieswortH. What is your experience in actual cost cur- 
rently? Is that the same figure you gave this morning? 

Colonel Lucius. Yes, sir; Mr. Chairman; that is correct. 
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Mr. Around $1.05? 

Colonel Lucrus. That is correct, sir. 

Mr. WiaG.esworrn. For your Aviation Reserves the figures appear 
on page 50 of the justifications. You show an increase from $115,260 
to $170,460. 

Apparently there are the same rates, $1.05 and $1.08. The increase 
reflected is the increase in the number of people in drill-pay status and 
training. 

You are using a rate of $1.10 under “Hospitalization,” I notice. 

Major FarrBarrn. That is an error, sir. 

Mr. WieeLeswortnu. That is an error? 

Major FarrBarrn. That is correct, sir. 

Mr. WieeLeswortn. What should it be? 

Major FarrBarrn. $1.08, sir. 

Mr. WieeLeswortruH. How much is it for this year? 

Major Farrpairn. It is $1.08 for 1955, sir. It is $1.10 in 1954. 

Mr. WicGLeswortH. Mathematically, in 1955 did you use the $1.08 
or the $1.10? 

Major FarrBarrn. We used $1.10. 

Mr. WicGLeswortu. It does not amount to much, but there could 
be a slight reduction in the interest of accuracy. 

Major Farrparrn. Yes, sir. 

Mr. Wiae.eswortn. Are there any questions on budget activity 
No. 2? 

Mr. SuHepparp. No questions on that. Mr. Chairman, at the 
cessation of the next activity, which is No. 3, I am going to move 
adjournment of the committee because of the unfortunate cireum- 
stance that has occurred in the House. 


TRAVEL 


Mr. WiaGieswortH. Budget activity No. 3 is for “Travel,” for 
which there is a request of $3,248,000, which is an increase of $1.1 
million compared with the current year. That is largely reflected 
with respect to the Nonaviation Reserve. 

This item is covered by pages 51 to 55, inclusive, of the justifications. 

There are very substantial reductions in rates insofar as the officers 
in Nonaviation Reserve are concerned. 

The principal increase is reflected on page 54, with respect to 
enlisted personnel, Nonaviation Reserve. ‘That is an overall increase 
of just over $1 million. What is the explanation for that? 

Colonel Dean. The majority of that increase, Mr. Chairman, is 
reflected in the 15 days training, field, where the estimate for the 
current year is $65.22. For the fiscal year 1955 it is estimated at 
$81.11. This increase in rate is based on a more detailed computation 
of where each nonaviation unit in a pay status will train in the coming 
year. The rate used in 1954 has been lower than experience has 
shown it should have been. 

Mr. WiaeteswortH. How good are these estimates as to rates? 
I see there is the increase you have referred to. There is an increase 
in the nondrill-pay status, in the 15 day’s training program, and in 
the officer candidate program. What has your actual experience been? 

Colonel Dean. In the officer candidate program that rate again 
has been increased. It was computed by taking the number of esti- 
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mated officer candidates, by States, times the distance to Quantico 
where they train. Experience has indicated during fiscal year 1954 
the rates have been $135.37. 

Mr. WieaLeswortuH. During the current year? 

Colonel Dean. During the current year; yes, sir. 

Mr. WieeLeswortn. What is your experience with respect to the 
nondrill-pay status, 15-day training? 

Colonel Dean. I do not have that estimate, sir. 

Mr. Wiae.eswortn. What is your experience with respect to the 
15-day field training, drill-pay status? 

Colonel Dean. I do not have that information here, sir. I can 
provide it for the record. 

Mr. Wiacieswortu. Will you furnish both those figures, please, 
when you revise your remarks? 

Colonel Dean. Yes, sir. 

(The information is as follows:) 

Current experience from obligations to date indicates that the average rate for 
travel for 15 days training, nondrill-pay status, is $79.06. Training ot certain 
specialists in this category to meet mobilization requirements will cause the average 
rate of travel to increase in fiscal year 1955 as this training is being provided only 
at certain specific locations. For example, the training of personnel in biotogical, 
chemical warfare defense is conducted only at Fort McClelland, Ala., and Treasure 
Island, San Francisco, Calif. 

Current experience from obligations to date indicates that the average rate for 
travel for 15 days’ field training, drill-pay status, is $66.67. This figure is low 
compared to the estimated fiscal year 1955 average rate because one-third of the 
personnel involved were transported to and from the training activity by Govern- 
ment aircraft. In fiscal year 1955, it is estimated that approximately one-fifth 
of the personnel involved will be transported by Government aircraft. 

Mr. WiaGLeswortH. Without objection, on motion from the gentle- 
man from California, in view of the sad occurrence on the floor of the 
House this afternoon, the committee will stand adjourned until 10 
o’clock tomorrow morning. 


Turspay, Marcu 2, 1954. 
InpivipuaL CLorHine AND UntrormM GRATUITIES 


Mr. Wiccieswortn. When we adjourned last night we had reached 
budget activity No. 4 under “Military personnel, Marine Corps Re- 
serve.” This item is entitled “Individual clothing and uniform 

ratuities.” There is an overall request for $1,282,000, a decrease of 
185,000 as compared to the current fiscal year. 

Uniform gratuities are given in detail on page 57 of the justifications 
and the individual clothing is covered in pages 58 to 61, inclusive. 

Looking at the item for initial issue, drill pay status, new enlisted 
men, turnover, the number of men involved seems to be 9,877 as com- 
pared with 3,700 involved this year. Just what is meant by the term 
‘turnover”? 

Colonel Dean. Mr. Chairman, this refers to personnel joining and 
leaving the drill pay status. When they transfer to the nondrill pay 
status, move to another community, or for some other reason they 
drop out of the program, we pick up most of the clothing. There are 
certain items such as underclothing and shoes that we do not pick up. 
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To replenish those items when another man is recruited, requires about 
$16.84 to purchase clothing to bring the bag back to the authorized 
allowance. 

Mr. Wiccteswortu. Are those people who are going out of the drill 
pay status, or coming into it? 

Colonel Dean. It is some of each, sir. The personnel who are obli- 
ows to serve, those coming into the program after 2 years of active 

uty, will require some clothing to bring them up to the initial 
allowance. 

For personnel transferred out of the program, we pick up the 
clothing, except for certain items amounting to $16.84, which they 
are authorized to retain. 

Mr. Wicciesworru. Is the small increase in a number of items 
listed here, directly related to the increase in the overall figures of the 
Reserve, or is there some other explanation ¢ 

Colonel Dean. It is related to the total increase in personnel. The 
total increase is broken down by computing the gains and the losses, 
and from that, we estimate the turnover requirements. 

Mr. Wiaciesworru. How can you figure how many people are going 
from drill pay status to a nondrill pay status, or vice versa, a year 
ahead ¢ 

Colonel Dean. It is based on past experience, Mr. Chairman. 

Mr. Wiceteswortu. There seems to be a general increase over 
experience in all turnover items. Every time I see a turnover men- 
tioned here, it seems to reflect an increase as compared with the experi- 
ence in the current fiscal year. I wonder why? 

General Suoup. Turnover becomes greater when the past experience 
is applied to a greater number of individuals. 

Mr Wicatreswortn. This is simply an application of the ratio that 
you have used in respect to a smaller force to the larger force; is that 
correct ? 

General Suovur. That is correct. 

Mr. Suepprarp. With reference to activity No. 4, the presentation 
being made is following the same formula, and the same general 
premise that was used in activities heretofore presented ¢ 

General Suernerp. Yes. 

Mr. Sueprarp. No further questions, Mr. Chairman. 

Mr. Ostrertac. General, I want to ask you about this rate structure, 
for example, the drill pay status replenishment issue. In 1954, the 
rate was $4.70 per man; now it is $4.51 for the 1955 budget; is that 
correct ? 

General Suoup. Yes, sir, it is a reduction based on experience at that 
date which is a little less than the previous estimate. 

Mr. Osrertac. That has to do with the issue of what ? 

Major Farrrarrn. Replenishment of wornout shoes and clothing. 

Mr. Osrerrac. Under “Shoes, alterations, and shoe repair,” the 
amount remains the same? 

Major Farrparrn. Yes. That is, for half-soling of shoes and al- 
teration of clothing. The No. 2 item, “Replenishment of shoes,” is 
for those that are wornout, after perhaps 2 or 3 years of the man’s 
Reserve service. 

Mr. Osterrac. There will be a lesser number of men requiring these 
issues. How did that come about? 
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Colonel Dean. That is due to people with active-duty service being 
transferred into the Reserves, some of them having clothing that they 
had on active duty, so we would not anticipate having to replenish 
those as far as the issue is anticipated. 

Mr. Osrerrac. In other words, there will be more clothing, which 
has been previously issued and held by the reservists ? 

Colonel Dean. Yes. 

Mr. Osrerrac. Which lends itself to the issuance of clothing and 
supplies, and thereby eliminates the need for new issues? 

Colonel Dean. Yes. 

Mr. Osrertac. That is as I understood it. 

Colonel Dean. Personnel coming off active duty have clothing that 
has been issued to them by the Regular Marine Corps and they bring 
it into the Reserve. 

Mr. Osrerraa. That is all, Mr. Chairman. 


AVERAGE COST PER PERSON IN DRILL-PAY STATUS 


Mr. Wicetxswortn. I have some figures here which, if not cor- 
rect, I would like to have corrected when the remarks are revised. 
According to these figures there are available in 1953, $7,849,000 in 
respect to 14,403, average, personnel in drill-pay status, which for a 
rough, overall average, vou give about $545 per person. 

For fiscal year 1954, the dollar figures for the item as a whole was 
$12,880,000 applicable to 25,162 average personnel in drill-pay status, 
which works out to an average overall figure of $512 per person, or a 
reduction of $33 per person. 

In 1955, the request is $17,100,000 applicable to 36,425 persons on the 
average in drill-pay status, which would give an average overall figure 
per person of $470, a further decrease of $42 per person. 

If these figures are not correct, I would be glad to have them cor- 
rected when the remarks are revised. 

General Suour. The figures are correct. 


Turspay, Marcu 2, 1954. 


MARINE CORPS PROCUREMENT 


AMOUNTS AVAILABLE FOR OBLIGATION 


1953 actual | 1954 estimate | 1955 estimate 
Recovery of prior year obligations 86, 000, 000 
Prior year balance reappropriated and transferred from 
“Marine Corps troops and facilities’’: 
Reimbursements from other accounts... | 2, 901, 000 
Balance available in subsequent year - - -__.....-......-.....-.-|---..--.---.-.- | —965, 700,000 |.............. 
Comparative transfer from ‘‘Marine Corps troops and facili- 
335, 922, 043 | 329, 883, 000 242, 101, 000 
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Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 


Direct Obligations 


1. Ammunition and guided missiles____- 686, $104, 438, 000 $89, 373, 000 
2. Weapons and ordnance equipment 389,834 | 146, 769,000 101, 914, 000 
3. Electronics and communications equipment___._____- -— 3, 747 48, 883, 000 30, 799, 000 
4. Support vehicles __ . 2, 697 17, 338, 000 | 4, 803, 000 
5. Railroad, construction and materials handling equipment 9,817 8, 365, 000 | 8, 311, 000 
test... 3, 262 4,090, 000 | 4, 000, 000 
Total direct obligations _______- = ‘ 335, 922,043 | 329, 883, 000 239, 200, 000 
Obligations Payable Out of Reimbursements From Other 
Accounts 
4. Support ‘ 2, 201, 000 
Total 335, 922,043 329, 883, 000 242, 101, 000 
Obligations by objects 
Object classification | 1953 actual | 1954estimate | 1955 estimate 
Direct Obligations | | 
08 Supplies and materials . | $212, 916,351 | $104, 613, 000 $89, 427, 000 
oy Equipment | 123,005,692 | 225, 270, 000 149, 773, 000 
Total direct obligations. _............. ---| 335,922,043 | 329, 883, 000 | 239, 200, 000 
Obligations Payable Out of Reimbursements From Other 
Accounts | 
09 Equipment.___. | 2, 901, 000 
Total obligations_- 335, 922,043 | 329, 883, 000 242, 101, 000 
| | 
Analysis of expenditures 
1953 actual 1954 estimate | 1955 estimate 
Unliquidated obligations, start of | $955, 148, 750 
Obligations transferred from “Marine Corps troops and facil- | 
ities,”’ pursuant to Public Law 179 | $1,081 ,265,750 |__ 
Obligations incurred during the year_.____ } 329, 883,000 | 242, 101, 000 
| | 
1, 411, 148, 750 | 1, 197, 249, 750 
Deduct: | } } 
Adjustment in obligations of prior years. ._- 7 . 86, 000, 000 
Reimbursements : } 2, 901, 
Untliquidated obligations, end of year_ | 955, 148, 750 744, 348, 750 
Total expenditures... |- | 370,000,000 450, 000, 000 
Expenditures are distributed as follows: 
Out of current authorizations. .| 37, 235, 000 30, 000, 000 
Out of prior authorizations _____- } 332, 765, 000 420, 000, 000» 


Mr. WiccLesworrn. We will take up now the item entitled “Marine 
Corps procurement” which appeared for the first time as a separate 
item in the current fiscal year 1954, and which prior to that time had 
been consolidated with the item “Marine Corps, troops and facilities.” 

For this item there is a request of $143,500,000, as compared with 
$151,127,000 in the current fiscal year, a decrease of about $7,600,000. 
May we have the December 31 obligations and expenditure figures, 
please 

General Suovr. Because of the unusual circumstances relating to 
this appropriation, I would like to give a brief statement to the com- 
mittee. 
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Mr. Wicciesworru. Very well. Will you give us the figures, obli- 
gations and expenditures first ? 

General Suovur. Obligations at the present time, Mr. Chairman? 

Mr. Wiceteswortn. As of December 31. 

General SHour. Yes. Minus $68,093,870. 

Mr. WiceLeswortn. And the expenditures? 

General SuHovr. The expenditures recorded under Marine Corps 
procurement, December 31, 1953, $812,060. 

To be recorded under this appropriation, $130,000,000, giving a total 
of $130,812,060. 

Mr. Wiccesworru. Just what is meant by the words “to be re- 
corded” 

General Suovur. As I will explain more fully in my statement we 
have a portion of the troops and facilities funds that will be trans- 
ferred. We are in the process of transferring those records to 
Marine Corps procurement now. 

Mr. WicGLEsworTH. Suppose you present your statement and per- 
haps that will clarify the situation and we can ask questions afterward. 


GENERAL STATEMENT 


General SHovup. Last year the gentlemen of this committee con- 
cerned themselves with the need for a no-year appropriation and so 
recommended in the passage of the appropriation act. The Marine 
Corps has been involved in the administrative procedure necessary 
to the comprehensive transfer of funds in accordance with the law. 
The appropriation, “Marine Corps Procurement,” is now in the midst 
of a series of adjustments involving commitments, obligations and 
expenditures, as previously recorded under the title of the “Marine 
Corps troops and facilities.” 

As of December 31, 19538, obligations that had been incurred against 
the fiscal year 1954 program amounted to $6,340,254 while deobliga- 
tion of the obligations transferred from Marine Corps troops and fa- 
cilities, amounted to $74,434,124 for a net result of a minus, $68,- 
093.870 obligations recorded. 

However, there still remains an additional $26.261,308 of obligation 
adjustments to be made. A transfer of those obligations as recorded 
under the title of “Marine Corps. troops and facilities,” 1953, as of 
July 1, 1953. In addition to the obligations as of December 31, 1953, 
there have been commitments recorded under Marine Corps procure- 
ment of $85,015,614. In addition there were commitments outstand- 
ing under the head of “Marine Corps troops and facilities.” 1953, of 
$47,767,002, applicable to the appropriation, “Marine Corps pro- 
curement.” 

With respect to the expenditures, only $812,060 has been recorded 
against this appropriation, “Marine Corps procurement.” This 
amount applies only to the procurement initiated since July 1. 1953. 
There remains an expenditure adjustment to be made from “Marine 
Corps, troops and facilities,” to “Marine Corps procurement” of about 
$130 million against the prior year obligations now being transferred 
to Marine Corps procurement. 

Mr. Wicereswortnu. Off the record. 

(Off the record discussion.) 
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OBLIGATIONS 


Mr. WicGieswortn. General, I understand from your statement 
that this $68 million, in terms of obligations as of December 31, re- 
sults from unpaid obligations against the 1954 program of $6,300,000 
and deobligations, for reasons which we will go into a little later, 
to the extent of $74,400,000, is that correct ? 

General Stroup. That is "correct, sir. 

Mr. Wiceiteswortu. And then you tell us that shinse are two other 
items which are carried as commitments rather than obligations, but 
which, insofar as the Marine Corps is concerned, are really obliga- 
tions, one in the amount of $85 million, and the other in the amount 
of $47,700,000, is that correct? 

General Suovr. Yes, sir; that is correct. 

Mr. Wicerrsworrn. And then there is a further item of about 
$26,200,000, which, when transferred from troops and facilities to this 
new appropriation will really be in the nature of an unliquidated obli- 
gation, 

General Suovur. Yes, sir. 

Mr. Wicecieswortu. Looking at the committee print, I notice that 
in the current fiscal year you anticipate in addition to the appropria- 
tion of $151 million, a recovery of prior year obligations to the extent 
cf $86 million. Is that a current figure? 

General Suovur. That is the estimate of recovery. 

Mr. Wiceiesworrn. Is that your current estimate? The commit- 
tee print was prepared some time ago. 

General SHour. I think the amount now is about $76 million. 

Mr. Wiacieswortu. And what is it? 

General SHovur. It is from deobligations and changes in procure- 
ment plans. 

Mr. Wieeresworrn. Is that the same thing that you call deobli- 
gations? 

General Srrovp. Yes, sir. 

Mr. WiccLeswortu. They might be cancellations or reductions in 
price ? 

General Suoup. Yes, sir. 

Mr. Wicetrsworrn. Or nondeliveries or anything of that kind? 

General SHovr. Yes, sir; funds previously committed to some pro- 
curement or other that are now again available for obligation. 

(The following summary explains the transition from “Marine 
Corps troops and facilities” to “Marine Corps procurement” and the 
financial plan for fiscal year 1955 :) 


The transition from the appropriation “Marine Corps troops and facilities” 
to the appropriation “Marine Corps procurement” involves the transfer of such 
halances of 1951, 1952, and 1952 appropriations as come within the fiscal year 
1954 language of Marine Corps procurement to the new account. These balances 
nre in three separate and distinct segments. 

1. Obligations that were originally made against “Marine Corps troops 
and facilities” that will be taken up in the new account and will be liquidated 
in that accovnt as deliveries and payments are made ($995.3 million). 

2. Obligations that will initially be taken up in the new account but that 
subsequently are going to be deobligated in the appropriation “Marine Corps 
procurement” and which then will be reobligated by the issuance of new 
orders, contracts, etc. ($86 million). This phase of reprograming was a 
vital part of the basic planning that was involved in the determination of 
the amount of new appropriations to be requested in fiscal year 1955. 
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5. Unobligated balances that will become a part of the total authority 

to obligate in the Marine Corps procurement appropriation ($188.4 million). 
The budget plan for the accomplishment of this transition, the use of newly 
appropriated funds and December 31, 1953, actual status, are summarized 


below: 

The financial plan for fiscal] year 1954 is as follows: Wilions 
425.5 
mew Opligations, 1004.00. 329.8 


An analysis of progress in 1954 against the planned obligation and deobliga- 
tion is as follows: 


| 
| | Status as of 
| December 
| 31, 1953 (obli- 
| gation and 


| Budget plan 


| deobligation) 

| | 
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UNOBLIGATED CARRYOVERS INTO 1955 


Mr. Wicetesworrn. The committee print also indicates that you 
anticipate a balance available for carryover into the fiscal year 1955, 
as this is a no-year appropriation, of $95,700,000. 

General Suoup. Yes, sir. 

Mr. Wice_esworru. Is that a current figure? 

General Suoup. Yes, sir. 

Mr. Wicetrsworru. That is your best estimate as of this time? 

General Suour. Yes, sir. 


AVAILABLE FOR OBLIGATION, 1955 


Mr. Wicetesworrn. So that, if this appropriation is granted, you 
will have available for obligation in the fiscal year 1955 the 
$143,500,000 requested, plus $95,700,000 estimated carryover, plus 
$2,901,000 reimbursements from other accounts, or a _ total of 
$242,101,000, which, apparently, compares with $329,883,000 in the 
current fiscal year; is that correct? 

General Suour. Yes, sir; that is correct. 


REIMBURSEMENTS FROM OTHER ACCOUNTS 


Mr. Wicciteswortn. What is this item entitled “Reimbursements 
from other accounts” ¢ 

General Suovur. That is the amount expected to be recovered from 
the sales to MDAP, Mutual Defense Assistance Program. 


BUDGET RESERVE, 1954 


Mr. Wice.eswortn. What is the status of this $95,700,000 now? 
Has that been placed in reserve by the Bureau of the Budget ? 

General Snovr. There is more than that presently. That has not 
been apportioned, sir. 

Mr. Wicetresworru. More than that in reserve? 

General Suour. Yes, sir. 

Mr. Wiccirswortu. But does it include this $95,700,000? 

General Snovur. Yes, sir; it includes the $95,700,000, which we 
expect to be available next year. 

Mr. WiecieswortH. Do you know what that overall figure in 
reserve is now ? 

General Snovp. It is now $136,055,205. 

Mr. WiccieswortH. What does that represent, if you know? There 
is $95,700,000 here, and what is the rest. of it? 


Gertéral Srrovr. The other amount represents the amount needed 
to fund remaining planned procurement of 1954 which has not yet 
been apportioned to us. 

Mr. Wicetrswortn. Under Marine Corps procurement ? 

General Sroup. Yes, sir. 

Mr. Wice_eswortu. Off the record. 

(Discussion off the record.) 
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OBLIGATIONS AGAINST 1954 PROGRAM 


Mr. Wiceiresworrn. Let me ask you this question, General, and 
perhaps you have already answered it: From the Marine Corps’ point 
of view what do you consider, for all intents and purposes, the obliga- 
tion figure against 1954 procurement is as of December 31, 1953 ¢ 

General Suour. $165,384,178. 

Mr. $165,384,178? 

General Suour. Yes, sir. 

Mr. Wiceiesworrn. That figure is composed of each of the items 
that you have referred to im your statement ¢ 

General Snover. It is composed of the recorded obligations of 
$6,340,254, obligation adjustments of $26,261,308, recorded commit- 
ments of $85,015,614, and adjustments of $47,767,002. 

Mr. Snerrarp. Which in all totals how much? 

General Suovr. $165,384,178 

Mr. Suerrarp. Thank you. 

Mr. Wiaeteswortn. And you include that $26 million item, although 
in effect when it comes to you it is already obligated ¢ 

General Suour. Yes, sir. When it is transferred to the new pro- 
curement appropriation it will show as an obligation on that record. 


LANGUAGE CHANGE 


Mr. WiceteswortH. I notice in the language of the appropriation 
it is proposed to strike out the proviso that was carried in this bill: 

Provided, That the unexpended balances appropriated for the foregoing pur- 
poses under the head “Marine Corps Troops and Facilities” for the fiscal years 
1951, 1952, and 1953 are hereby transferred to and merged with this appro- 
priation. 

Can you furnish for the record a statement of what balances have 
been transferred to and merged with the appropriation ? 

General SHovr. Mr. Chairman, that shows on the first green sheet. 
Prior years’ balances reappropriated and transferred, from fiseal year 
1951, $4,691,455; fiscal year 1951-52, $3,344,030; fiscal year 1952, 
$1,158,342, and fiscal year 1953, $179,262,175. 

Mr. Wiccteswortn. Are those unobligated balances or unexpended 
balances? 

General Snour. Those are unobligated balances. 

Mr. Wicctrswortn. I notice the language refers to unexpended 
balances. Are the balances you have listed the only balances that 
have been transferred, and are they the only balances that you con- 
template will be transferred ? 

General Suovp. No, sir. We transferred obligations of $1,071- 
848,000. 

Mr. Wiccteswortn. I am talking about unexpended balances. You 
have given me four unobligated balances, as I understand it. 

General Soup. Yes, sir. 

Mr. Wiccieswortu. Those are the only unobligated or unexpended 
balances that have been transferred to this new appropriation, as I 
understand it. 

General Suour. Unobligated, but not unexpended. They are un- 
obligated balances, but they are not the total of the unexpended bal- 
ances. 
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UNEXPENDED BALANCES TRANSFERRED 


Mr. Wiectesworrn. Then I would like to have also a statement as 
to the unexpended balances that have been transferred. 

General Suovr. That figure is $1,071,848,056.45. 

Mr. WiceteswortH. What does that represent, one transfer, or a 
great many transfers ? 

General Suovur. That is a good many transfers. 

Mr. WicGiteswortH. What becomes of those unexpended balances 
when transferred ? 

General Suovr. I do not believe I understood your question, Mr. 
Chairman. 

Mr. Wice.eswortnH. I understood these were unexpended balances 
transferred to this account. 

General Snovur. When the bills for the goods received are paid, 
then the unexpended balances will be liquidated. 


UNDELIVERED MATERIALS AND EQUIPMENT 


Mr. Wicerteswortn. Are you saying that this item of $1 billion is 
now in your hands for p: ayment against goods on order? 

General Suour. Yes, sir. It was transferred and is available for 
payment for goods. 

Mr. Wicciesworrn. And that situation results because of a lag in 
delivery primarily ? 

General Suovr. Yes, sir, lag in receipt of the goods and the bills for 
them. 

Mr. Wicciteswortn. That is the same situation or a similar situa- 
tion to which the committee referred in its report last summer when 
it stated: 

Large quantities of previously funded major equipment items with long manu- 
facturing lead times are undelivered. The Marines do comparatively little direct 
buying; most of it is through other services, the largest source being the Army. 
The delivery picture is very poor, although it is apparently showing some improve- 
ment. It is estimated that on June 30, 1953, undelivered orders outstanding 
will amount to approximately $1,347 million. * * * Based on past experience 
and with some qualifications, it has been estimated that $500 million plus in 
deliveries May be realized in 1954, which would still leave large amounts out- 
standing. * * * The Army is unable to effectively obligate all funds placed at 
their disposal by the Marines thus resulting in more delays and pushing into the 
future the time when requirements will be met. The committtee was advised 
in the hearings that the total unobligated balance would reach at least $106 million 
on June 30, 1953. More recent data from the Department of Defense indicates 
the total will be $198 million, and probably more. 

What is the situation in that respect now? Please give us some 
general statement in this connection / 

General Suovr. The total of $198 million referred generally to the 
entire appropriation, Marine Corps troops and facilities. The portion 
of the $198 million that referred to purely Marine Corps procurement 

ras not discernible at that time. During the period of time since 
July 1, 1953, we have transferred approximately $179,262,175 of the 

1953 funds to Marine Corps procurement. 

Mr. Wiceteswortu. [am referring more specifically, General, to the 
matter of lag in deliveries and the estimate as of June 30, 1953, that 
there would be undelivered orders outstanding of approximately 
$1,347 million. Can you give me a table that w ill show the undeliv- 
ered orders as of June 30, 1953; then the new funds available in 1954, 
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with the subtotal of the two figures; then the deobligations in 1954 
and the total showing the amount available. Then give us the actual 
deliveries dollarwise for the first 6 months of the fiscal year; an 
estimate for the second 6 months; and the total of those 2 figures. 
General Suovur. We will furnish that. 
(The information referred to follows :) 


Estimate (applicable to Marine Corps procurement) 


unds to be | fiscal year 1954 
available fiscal | and prior to be 
see year 1954 delivered after 
June 30, 1953 
uct: 
Orders placed but not = —74, 028, 000 
Orders to be 86, 000, 000 
Net orders obligated as of June 30, 1953............| 1,069, 118, 000 | | $1, 069, 118, 000 
Reappropriated and transferred 1114, 428,000 
Total available fiscal year 425, 583, 000 
Obligations fiscal year 1954 (estimated)_.......... igs 2 —329, 883, 000 | ’ 329, 883, 000 
Unobligated carried to fiscal year 1954 (estimated wei 95, 700, 000 | 
Total orders through fiscal year 1954_______- | 
Estimated deliveries second 6 months_....._____. inh -| | 290, 308, 000 


1 Excludes amounts transferred that relate to previous years orders included above ($74,028,000). 
? Includes amount of prior years orders carried into fiscal year 1954 as unobligated ($74,028,000), 


AVAILABLE FUNDS 


Mr. Ostertac. The total picture by comparison shows that your 
budget request and your total transfers and available for fiscal 1955 
of $242 million is approximately $90 million less than that of fiscal 
1954? In our committee report we pointed out—I believe Mr. 
Wigglesworth referred to this—and I quote from the report: 

This will make available in 1954 the large balances not being obligated in 1953 
and on this basis, the committee has reduced the request for new procurement 
funds by $100 million, allowing $151,127,000. A larger cut may prove to have 
been in order, but the committee desires to leave room for possible improvement 
in the obligating and delivery situation. 

In the light of the provisions and facts and figures embodied in 
our report, it would indicate that our conclusions at that time were 
correct. 

General Suovr. It would appear that your conclusions were cor- 
rect. 

Mr. Ostrertac. But we also expressed doubt that we had reduced 
the request for new procurement funds sufficiently. Where do we 
stand today? Is the $242 million, which includes a $95 million trans- 
fer of funds from prior year account, more than you require? Will 
you require the $242 million under the circumstances ? 

General Suour. Yes, sir. Actually, had you reduced the require- 
ment by $95,700,000 in accordance with our accounting to date you 
would have been correct. 
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ESTIMATED DELIVERIES 


Mr. Ostertac. General Hill, you estimated, I believe, at that time 
that $500 million plus in deliveries would be realized in fiscal year 
1954? 

General Hr. Yes, sir. 

Mr. Ostertac. And a few moments ago you indicated that as of 
January 31 it amounted to about $225 million? 

General Hitt. Yes, sir. 

Mr. Ostertac. What is your estimate as to the total deliveries to 
June 30, 1954? 

General Hitt. I believe I am on firm ground when I still say $500 
million, because we understand certain deliveries are being stepped up. 

Mr. Osrerrag. Have you any yardstick by which you can give us a 
figure on your estimated deliveries for 1955 4 

General Hitt. I have, but I will have to go off the record, sir. 

Mr. Osrertac. Why? 

General Hii. Because certain of the information is classified. 

Mr. Osrerrac. I am only talking about broad figures. I am not 
referring to any specific items. I am interested in having your esti- 
mate of deliveries for 1955. If you feel you should respond off the 
record, I have no objection, but 1 would like to know why. 

General Hint. Another $500 million. 

Mr. Osrertac. What will we have available for spending in 1955? 

Admiral Ciexton. $1.2 billion, is it not ? 

General SHour. We would have $242,101,000 of newly appropriated 
funds plus all those remaining that have been obligated and remain 
obligated for payment of the bills for material deliveries. 

Mr. Osrertac. What I am trying to do is separate what money you 
will have available from what obligations you will have at the end 
of the year. I understand $1.2 billion is the amount you will have 
available all told. 

Admiral Ciextron. Off the record. 

(Discussion off the record.) 


AVAILABLE FUNDS AND ANTICIPATED PROCUREMENT 


Mr. Osrerrac. General, am I correct when I say that you will have 
available $1,197,000,000 as of this year, which includes the new mone, 
made available in the budget? 

General Suour. That is correct, sir. 

Mr. OsrertaG. And your obligations up to and including fiscal 1955 
will be $450 million? Is that correct ? 

General Suovur. No, sir. 

Mr. Osrertrac. Suppose, General, you take the $1,197,000,000 avail- 
able for procurement and break it down as to where it is, and when 
it is going to be used. Will all of it be obligated at the end of this 
year ¢ 

General Suour. At the end of 1955; yes, sir. 

Mr. Ostertac. What do you anticipate you will procure in 1955? 

General SHoup. $242,101,000 worth of equipment. 

Mr. Osrerrac. That is the exact amount that is being made available 
in this budget ¢ 

General Soup. Yes, sir. 
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Mr. OsrerraG. Then, in order to determine what the carryover will 
be, we should deduct $242 million from $1,197 million ? 

General Suovur. Yes, sir. That is the figure at the top of that 
column. 

Mr. Osrerrac. Then there will be just short of $1 billion balance at 
the end of 1955? 

General Suovr. Bills to be paid; yes. 

Mr. Wiceiesworrn. Off the record. 

(Discussion off the record.) 

General SHour. That is at the start of 1955, sir; beginning fiscal 
1955. 

Mr. Ostertac. Will this money all be obligated to the Army fund? 

General Suovr. No, sir. 


PROGRESS IN IMPROVING PROCUREMENT FUND SITUATION 


Mr. Osvrerrac. In the light of the committee’s report, what steps 
have been taken to bring this whole program into balance? IT am 
addressing myself to our references in our report under “Troops and 
facilities,” which deal with the new procurement, the obligations and 
deliveries, and the obligational authority, which seems to be not only 
confusing but rather difficult for orderly process in the handling of 
such large amounts in the procurement fund. In other words, I take 
it that this transfer from “T roops and facilities” is in keeping with 
the recommendation that we made? 

General Suovr. It is, sir. We have been making every effort to 
clear up this dollar situation with the Army management fund and 
as of the last month we have made considerable progress, which we 
expect will be of great assistance in speeding up the receipt of bills for 
items received, as well as receipt of equipment ordered. 

Mr. Osrerraa. Is there any improvement in the picture of deliveries / 

General No, sir. 

Mr. Osrerrac. No improvement in the machinery of accounting 
as between the Army fund and your account 4 

General No, sir. 

Mr. Osrerrac. What can be done to improve that picture? 

General Hitt. That is beyond my comprehension what can be done 
in that picture. Ihave no hold over the Army and what they do. 

Mr. Osrertag. That is all, Mr. Chairman. 

Mr. Wiactesworru. Mr. Sheppard, any questions? 

Mr. Suerparp. Off the record. 

(Discussion off the record.) 

Mr. Suerrarp. In 1954 total obligations are estimated at $329,- 
883,000; is that correct? 

General SHour. Yes, sir. 

Mr. Suerrarp. Irrespective of the manipulations that took place 
between the Marine Corps and the Army, we come up with this end 
result: You are asking new money for 1955 in the amount of 
$148,500,000 ? 

General Suovr. Yes, sir. 

Mr. Suerrarp. Plus a prior year balance available, estimated at 
$95,700,000 2 

General Suovr. Correct. 
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Mr. Sueprarp. Reimbursements from other accounts, $2,901,000? 

General Suovur. Right. 

Mr. Suerparp. Making a total of $242,101,000, and that is what you 
wind up with when it is all over as far as this appropriation is 
concerned ¢ 

General Suovur. Yes, sir. 

Mr. Suerrarp. No further comments or questions. 

Mr. Wiceiteswortu. Without objection we will include at this 
point page 2 of the justifications entitled “Appropriation Introduc- 
tion.” 

(The justification referred to is as follows:) 

Marine Corps ProcuREMENT 
Appropriation introduction 
Fisea )year Fiscal year Fiscal year 


1953 1954 1955 
Appropriation or estimate “i 0 | $151, 127, 000 $143, 500, 000 
Net adjustments “a j +-$335,922,043 |+-178, 756, 000 +95, 700, 000 
Total obligations payable from appropriated funds | 335, 922, 043 | 329, 883, 000 239, 200, 000 


The appropriation “Marine Corps procurement” was set up as a separate 
appropriation in the 1954 Appropriation Act in order to separate the procure- 
ment of major items of equipment from the appropriation “Marine Corps troops 
and facilities.” The funds authorized under this appropriation remain available 
until expended. 

The funds requested for this appropriation for the fiscal year 1955 are required 
for 1955 consumption and mobilization reserve stocks sufficient to meet wartime 
consumption requirements until the time industrial production equals 
consumption. 

The estimate for 1955 reflects requirements in that year after consideration of 
stocks on hand and on order, life expectancy of equipment, normal operating 
requirements, and presently funded Mobilization Reserve stocks. 


SCOPE OF APPROPRIATION 


Mr. WiceLeswortu. I would appreciate it in this connection if you 
would define for the record what this new appropriation covers com- 
pared to the appropriation requested under “Troops and facilities,” 
inasmuch as both appropriations carry authority to procure military 
equipment. Is there any civilian personnel in this item ¢ 

General SHour. No, sir. 

(The information requested follows :) 


This appropriation, “Marine Corps procurement,” is a request for funds with 
which to purchase major items of combat equipment. Guns, howitzers, tanks, 
radars, radios, guided missiles, and launching equipment ; ammunition, vehicles, 
tractors, cranes, and materials-handling equipment are all covered in this area. 
In addition, there is included funds for the purchase of major items of combat 
equipment for testing and for test services. This combat equipment is for the 
3 Marine divisions and the 3 Marine air wings, the force troops that augment 
those Divisions and wings, the supporting forces for the combat elements, Ma- 
rine Corps Reserve forces, the schools and training centers that are engaged in 
producing combat-trained personnel, and to provide some portion of the mobiliza- 
tion reserve for those forces and elements. The materiel covered by this appro- 
priation represents the major fighting tools that will be required by the Marine 
Corps in executing its combat missions. 
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The appropriation, “Marine Corps troops and facilities,” contains the funds 
required for normal day-to-day operations, training, and maintenance. The 
procurement in this area is limited to spare parts for major items of equipment, 
clothing, fuels, utilities, and a variety of miscellaneous minor supplies. 


Mr. WicG.eswortn. I notice your statement to the effect that— 


The funds requested for this appropriation for the fiscal year 1955 are re- 
quired for 1955 consumption and mobilization reserve stocks sufficient to meet 
wartime consumption requirements until the time industrial production equals 
consumption. 

That is a general statement, but there is very little detail to support 
it. Perhaps as we go along it will be supplied. 


This item is broken into six budget activities, representing an over- 
all request for $239,200,000, a decrease of $90,683,000 as compared to 
estimated obligations of the present fiscal year. 


AMMUNITION AND GuipED MIssILes 


The first budget activity is for “Ammunition and guided missiles,” 
$89,373,000, a decrease of roughly $15 million compared to the present 
fiscal year. You state that— 


Training ammunition requirements are based upon the prescribed number of 
rounds required to accomplish the 1955 training program— 


and that— 


Funds for mobilization reserve stocks of ammunition are included in the 
estimate. 

Can you give us some general picture of what the situation now is 
(a) in respect to training ammunition, and (}) in respect to mobiliza- 
tion reserve stocks, and what will be the result in both instances if the 
amount requested is approved ¢ 

General Hm. That gives us 100 percent of our peacetime require- 
ments, that is, our training requirements of No. 1 ammunition and 
guided missiles. It evens up the mobilization reserve requirements 
for our planned missions. Off the record. 

(Discussion off the record.) 

Mr. Wiceirsworrn. As I understand, if this sum is approved you 
will have 100 percent of your peacetime requirements for training 
ammunition ? 

General Hitz. Yes, sir. 

Mr. Wiceétesworrn. And in addition provision for mobilization 
reserve to the extent that you have given us off the record ? 

General Hii. For our planned missions. Off the record. 

(Discussion off the record.) 

Mr. Wieeitesworrn. So that assuming you get the money and assum- 
ing you get the deliveries the Marine Corps should be in very good 
shape as far as ammunition is concerned ? 

General Hitz. That is correct. 

Mr. Wiceieswortn. And these deliveries for the most part come 
through the Army. is that correct? 

General Yes, sir. 

Mr. Wiceetesworrn. And there has been a considerable lag in con- 
nection with ammunition as well as other items in terms of deliveries 
from the Army? 

General Hii. Yes, sir. Off the record. 
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(Discussion off the record.) 

Mr. Suepparp. Off the record. 

(Discussion off the record.) 

Mr. WiccLesworrn. For guided missiles a request is made for $15 
million; roughly, an increase of $3.1 million, and the justification 
states that— 


Pre-fiscal year 1955 procurement of missiles will provide not more than 210 
missiles, exclusive of approximately 102 for evaluation and training, toward 
meeting mobilization requirements— 


and that— 


Funds requested for fiscal year 1955 will provide for 275 missiles, including com- 
ponents, and reusable shipping containers. This number of missiles is the quan- 
tity that is anticipated to be allocated to the Marine Corps from planned 
production. 

The statement uses the phrase “toward meeting mobilization re- 
quirements.” Either on or off the record, what are those? 

General Hitt. Off the record. 

(Discussion off the record.) 

Mr. WiceLesworrn. Any questions on budget activity No.1? Mr. 
Sheppard ? 

r. SHEPPARD. No questions, Mr. Chairman. 


Weapons AND OrpNANcE EquirmMent 


Mr. Wiacieswortu. Budget activity No. 2,“Weapons and ordnance 
equipment,” is covered in pages 8, 9, and 10 of the justifications. 

The request is for $101,914,000, a decrease of $44,855,000 compared 
to the present fiscal year. This covers 4 projects, 3 of which show 
increases aggregating about $26 million, offset by a $72 million de- 
crease in respect to combat vehicles. 

For artillery there is requested $20,807,000. There was apparently 

no money requested in the current fiscal year for this. It is stated 
that— 
‘The funds requested will provide artillery and related procurement required to 
replace items whose serviceable life will be ended during fiscal year 1955 as a 
result of peacetime operations. Mobilization reserve stocks, in accordance with 
present plans, are provided in the estimate. 

How much of this is for replacement and how much for mobiliza- 
tion reserve stocks? 

General Hitz. One item is for total peacetime requirements; no 
mobilization reserve. Of the other 3 items, 1 is for total peacetime 
requirements, and the other 2 are split up as to peacetime requirements 
and mobilization reserve requirements. I will mention the items off 
the record. 

(Discussion off the record.) 

Mr. Wicerrswortn. Off the record. 

(Discussion off the record.) 

Mr. Wicetrsworrtn. Is there any reduction in unit costs reflected in 
any of these items ? 

General Hii. No, sir. 

(Discussion off the record.) 

Mr. Wiceteswortu. Under “Weapons,” there is requested $9,717,- 
000, an increase of $2,124,000 as compared to the present fiscal year. 
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This project is said to provide requirements for “individual arms, 
crew-served weapons, and related equipment required for the support 
of peacetime training operations during fiscal year 1955 and for mo- 
bilization reserve stocks.” Either on or off the record, what is the 
status as to peacetime requirements ? 

General Hii. One hundred-percent peacetime requirements. Off 
the record. 

( Discussion off the record.) 

Mr. Wiceieswortn. For combat vehicles, the request is for $66,840,- 
000, a reduction of $72,336,000 as compared to the present fiscal year. 
This project is said to provide for the procuring of “ordnance ve- 
hicles and related equipment required for the support of peacetime 
training operations during fiscal year 1955 and for mobilization re- 
serve stocks.” Either on or off the record, what will be the status as 
to peacetime requirements ? 

General Hitt. One hundred-percent peacetime and with three ex- 
ceptions 100-percent for the mobilization reserve stocks. The excep- 
tions, off the record. 

(Discussion off the record.) 

Mr. WiceirswortH. When you say “combat vehicles,” that excludes 
trucks and things of that character? This is all fighting ordnance? 

General Yes, sir. 

Mr. Wiccieswortrn. For guided-missile equipment the request is for 
$4,550,000. No funds were provided for this year. The funds are 
stated to be requested for 14 guided-missile launcher systems. If this 
is approved, how will that leave you with respect to the overall re- 
quirements ? 

General Hin. Off the record. 

(Discussion off the record.) 

Mr. Wiceirsworrn. Any questions on budget activity No.2? Mr. 
Sheppard? 

Mr. Suerrarp. No questions, Mr. Chairman. 


AFTERNOON SESSION 


General Suernerp. Mr. Chairman, before we proceed with the next 
item, I would like to have permission to amplify the record, where 
necessary, pursuant to the matter discussed this morning. There are 
some items under discussion that are vital to the Marine Corps, and 
I am not sure the committee fully understands the importance of the 
transfer of funds. If we could amplify the testimony where neces- 
sary, I think it would be helpful. 

Mr. Wiceieswortn. You refer to the individual items or the overall 
discussion ? 

General Suerierp. The overall discussion. 

Mr. Wieeirsworri. I think it is important to try to clarify the 
picture for the record. 


DELIVERY SITUATION 


General Hix. I would like to discuss the receipts : 
For the fiseal year 1951, we received $43 million ; 
For the fiscal year 1952, $123 million ; 

For the fiseal year 1953, $209 million ; 

For the fiscal year 1954, for 6 months, $256 million. 
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At the same time we received on commercial—that is our own pro- 
curement, in fiscal year 1951, $52 million; in fiseal year 1952, S136 
million: in fiscal year 1953, $86 million; and for fiseal year 1954, for 
6 months, $35 million. 

Mr. Wicetesworru. When you say you received, you mean in terms 
of items you have ordered ? 

General Hm. Yes, sir. I said this morning that it was my best 
guess, as I stated last year, my best guess was $500 million, with our 
receipts for single service procurement during the fiscal year 1954. 

The receipts in fiscal year 1954 for 6 months are approximately 
$50 million more than we received in the fiscal year 1953, and the 
ammunition is being stepped up. 

That is one reason why we need the money to pay our bills when 
the material is received. 

On the other hand, a lot of these production lines are going out of 
business this fiscal year, and the next fiseal year, and with very few 
exceptions those production lines will be out of being by June 30, 
1955, and if we should not be able to place our order this year, in 
1955, it would cost much more and it is very doubtful if we could get 
the items, for some of those that are off the production line and it is 
doubtful if they would build them up merely to meet our requirements. 

Mr. Wicciesworrn. Those orders, as I understand it, are placed 
for the most part with the Army? 

General Hi. Yes. 

Mr. Wicaeiteswortn. And they are regarded as commitments from 
the standpoint of the Marine Corps, but are not firm obligations in 
terms of expenditures until they have actually been contracted for 
by the Army ? 

General Hin. Yes. In this budget, as we have remarked before, 
this merely rounds out the peacetime requirements, plus a small 
portion of our mobilization requirements. 

Mr. Wicciesworrn. Off the record. 

(Off the record discussion.) 

General Hi. You see, Mr. Chairman, the base was broadened 
last year and now the base is about as broad—as far as production 
will stand, and without asking for more money, therefore the great 
majority of the contracts covering the items which we will request 
in fiseal year 1955, those contracts will be closed out during that 
fiscal year. 

Mr. Wicaeieswortn. Any questions on the general discussion, Mr. 
Ostertag? 

Mr. Osrertac. You are speaking, General Hill, about the fact that 
if these funds were not available to the degree that they were pro- 
vided for either by transfer or new money or otherwise, that it would 
necessitate closing down many sources of supply, and you point out, 
if I understand you correctly, that would lend itself to an increase 
cost. ultimately, because one of the places, or plants, or operations, 
would be closed and the reopening or the tooling up of it would lend 
itself to higher production costs. Is that the point you are making? 

General Hinz. Yes, that is the point IT was making, Mr. Ostertag, 
and also it would delay the Marine Corps ultimate state of pre- 
paredness. 
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Mr. Wicerrswortn. These production lines, I assume, are to serve 
the Army, the Navy, the Marine Corps, the Air Force, and also 
MDAP, is that correct ? 

General Yes. 

Mr. Osrertrac. This is not a case, is it, General, of ordering goods, 
materials, beyond any reasonable period of usefulness? I mean, do 
you need it to the degree you have orders, or is it a case of anticipating 
that you might need it; and therefore, you have placed orders for it ? 

General Hut. No, sir. It is equipment requirements, plus some 
mobilization requirements. In other words, if one of the production 
lines goes out, we would be unable to get our requirements. Now, if 
I may say something off the record ? 

(Off the record discussion.) 


ELecTRonics anp COMMUNICATIONS EQUIPMENT 


Mr. WiGGLeswortn. Budget Activity No. 3, is for “Electronics and 
communications equipment.” The request is for $30,799,000, a de- 
crease of $18,084,000 as compared with the current fiscal year. 

This item is apparently for equipment other than for guided 
missiles, and the funds are said to be requested to reflect consumption 
based on actual history, the elimination of operating stocks for all 
items common to the Department of Army for two Marine Divisions, 
1 Marine Air Wing, 1 Marine Air Group, and supporting force troops 
deployed to the Far East, based on Army resupply support for such 
common items for all Marine troops units in that area through June 
30, 1955, and for mobilization reserve material. 

Either on or off the record, what is this equipment ? 

Colonel Brown. Mr. Chairman, I am Colonel Melvin G. Brown, 
USMC, head Electronic Supply Section of the Supply Department. 

These moneys are in the main for the 49 line items supported by a 
detailed list of equipment, itemizing each of those line items. 

The figures and the total requirement asked for were arrived at by 
calculating the peacetime requirements, applying assets on hand 
against the peacetime requirements, calculating certain mobilization 
requirements, applying whatever assets are left, as far as applicable 
to this requirement, and then any additional requirements for mobili- 
zation and were there assets in addition, they were applied against 
those figures. Of the 49 line items, it is presently planned to buy 
31 of them through the Department of the Army; 13 through the 
Department of the Navy; 4 direct from commercial suppliers, and 
for 1, the 49th item, the decision has not vet been made as to whether 
it will be purchased through the Department of the Army or the 
Department of the Navy. 

Mr. Wiceirsworrn. Do you have a list of those items that we may 
have a look at? 

Colonel Brown. Yes. 

Mr. Wicetrswortn. I understand from this list that you have 
handed me that if this appropriation is approved, you will have 100 
percent of your peacetime requirements and how much for mobiliza- 
tion reserve ? 

General Hix. Off the record. 

(Discussion off the record.) 
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Mr. Wiceteswortn. These figures are based on accurate inventory 
of items on hand and on order? 

Colonel Brown. Yes; we conducted, in the Marine Corps, a world- 
wide inventory just about 1 year ago, and since that time we have 
annotated our issues to troops, so as to show—give us an accurate 
inventory, and the on-order figures. 

Mr. Wiaeieswortn. These items are also included in the overall 
picture, in respect to which there is a lag in delivery ? 

Colonel Brown. They are; as of the 17th of February we ran a cal- 
culation which shows that, so far as the Marine Corps supply was con- 
cerned, we had outstanding obligations of $106 million plus, and we 
had had only 38 percent deliveries since the start of Korea, in 1951, 
1952, 1953, and 1954, or approximately 38 percent deliveries against 
the dollars we had committed. 

Mr. Wiaeteswortu. Do the figures that I see in the column head 
“Dollars” represent the unit costs, or are they the overall dollar figures 
for the number desired / 

Colonel Brown. They are the overall dollar figures for the number 
required. That is not the unit price. The unit price, for example, for 
the first item would be roughly $2,080. 

Mr. Wicaiesworru. Of course, it varies by item, but is there any 
indication that unit prices for this electronic equipment are coming 
down ¢ 

Colonel Brown. We have had some slight indication in some con- 
tracts of it being lower than it has been. However, in the overall, 
the electronic equipment is costing about 125 percent more than the 
World War IL counterpart. 

Mr. Wige.esworrn. Any questions on project 3, Mr. Ostertag ? 

Mr. Osrerragc. Under project 3 or budget activity No. 3, electronics 
and communications equipment, I notice, General, there is a reduction 
as compared with the fiscal year 1954 of some $18,084,000; under the 
heading “Guided Missiles,” a reduction of about $11 million. What is 
the real reason for that reduction by comparison ? 

Colonel Brown. The real reason for the reduction is that we are not 
buying the same number of equipments. We do not plan to buy, in 
fiscal year 1955, the same numbers of equipment that we are in the 
process of buying now. This would reduce the price. 

Mr. Osrerrac. Let me ask you this question, deh you may want 
off the record. 

Colonel Brown. Yes. 

(Off the record discussion. ) 

General Huw. The other item is pulled up, we will say, 4 out of 6; 
that is, $2,876,000, making up the total of $30,799,000. There is a 
breakdown of the requirements for the fiscal year 1955, between items. 

Mr. Osrerrac. Now, in connection with the expenditures, does the 
Marine Corps deal directly in the purchase or procurement ? 

Colonel Brown. In some instances, yes, but a very small percent, as 
I pointed out. As I stated earlier, four of the line items in this list 
only will be purchased directly from the commercial supplier. That 
represents on a dollar basis, 13 percent out of the dollar. 

I broke this down for the different percentages; 42 cents out of 
every dollar, the Marine Corps presently plans to spend through the 
Department of the Navy; 28 cents out of each dollar, through the 
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Department of the Army; 18 cents directly from the commercial 
supplies, and 16 cents is still undecided; we do not know whether it 
will be purchased through the Department of the Army or through 
the Department of the Navy as yet. 

Mr. Osrerrac. Are you buying or purchasing, or procuring items 
peculiarly for the Marine Corps requirements, so that you are unable 
to obtain the same type of equipment through the Navy or the Army / 
Is that your interpretation of the situation ? 

Colonel Brown. In the main, yes, sir. But there are articles for 
example, types of engines which the Marine Corps procures for the 
other services; in these cases we have to go to the commercial supplier. 

Mr. Osrerrac. Under guided missiles, the electronics is a part and 
parcel of the several services procurement program / 

Colonel Brown. Well, of course, in the Marine Corps, insofar as 
procurement and supply is concerned, electronics is within one group 
‘ather than being distributed among several groups, as the Army has 
it through Ordnance, Signal Corps, and in some instances the Engi- 
neers, and Navy gets it through the Bureaus of Ships, Ordnance, and 
Aeronautics. Electronics, in the Marine Corps, handles antiaircraft 
fire control, radar, for instance, where in the Army the radar is 
Ordnance. 

Mr. Osrerrac. Under the item “Guided missiles” there is no new 
money requested this year for that purpose; is that correct ? 

And the reported reason being that you have a backlog of both 
funds and orders that will fill your requirements during the course 
of the foreseeable future ? 

Colonel Brown. The answer on the record is yes. 

(Off the record discussion. ) 


Support VEHICLES 


Mr. Wiceieswortu. Budget activity No. 4, with a request of $4,803,- 
000, or a reduction of $12,535,000 is for tactical vehicles, apparently 
for the replacement of truck-trailers and truck-tractors no longer serv- 
iceable, and for mobilization reserve. 

How much of this is for replacement and how much is for mobiliza- 
tion reserve, and if this appropriation is approved, where will it leave 
you in terms of mobilization requirements ¢ 

Colonel Wertman. Lt. Col. Howard E. Wertman, of the Motor 
Transport Supply Section, Mr. Chairman. 

This leaves us in very good position at the moment, for the require- 
ments to bring us in line. The details are outlined in the budget. 
Up to approximately planned mobilization reserve requirements. We 
expect to replace very few items. It is merely for the new equipment 
we have not had in 2 years now. The consumption is very small at 
this time, very minor. 

Mr. Wiccieswortu. You mean that most of this is for mobilization 
reserve ? 

Colonel Werrman. Yes. This is to bring us up to authorized 

Mr. WiceLtesworru. How many tactical vehicles are involved ? 

Colonel Wertman. All told, 18 different types. 

Mr. Wiceieswortu. How many vehicles? 

Colonel Werrman. I might add that it also includes trailers, 18 dif- 
ferent types, of which only 5 are trucks and the remainder are trailers. 
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Mr. Wicerswortu. This is all for trailers? 

Colonel Wertman. Mainly, except the five types of vehicles. All 
of the rest are for trailers. ; 

Mr. Wiceieswortu. How many vehicles? 

Colonel Werrman. 1,480. 

Mr. 1,480 vehicles. 

Colonel Wertman. Yes. 

Mr. OsrerraG. These are tactical vehicles? 

Colonel Werrman. Yes. 

Mr. Wiceteswortu. Would you define for the record what is meant 
by a tactical vehicle? 

Colonel Werrman. Those types of multidrive vehicles and trailers 
self-propelled or towed by a self-propelled vehicle, that are usable in 
a combat area for off-the-road operations, or the movement of troops 
and various materials. 

General Hz. 1,196 trailers; 75 trucks, 214-ton, 6 by 6, amphibious; 
29 trucks, 214-ton, 6 by 6, shop van M109; 155 trucks, 5-ton, 6 by 6, 
cargo, M54; 16 trucks, 5-ton, 6 by 6, dump, M51; 9 truck-tractors, 
M26A1; total tactical vehicles, 1,480. 


Ratroap, Construction, AND MATERIALS-HANDLING EquireMENT 


Mr. WiceteswortH. The next is budget activity No. 5, for rail- 
road, construction, and materials-handling equipment. The request 
for 1955 is for $8,311,000, a decrease of $54,000 compared to the cur- 
rent fiscal year. About $7 million is for construction equipment and 
$1,400,000 for materials-handling equipment. The construction equip- 
ment is said to be for replacement, plus some mobilization reserve 
requirements, and the materials-handling equipment is for the replace- 
ment of materials-handling equipment for work accomplished in 
Marine Corps warehouses, and stockpiling yards. 

How much of this item is for replacement, and how much is for 
mobilization reserve requirements ¢ 

Lieutenant Colonel Haurom. Mr. Chairman, $607,200 is for peace- 
time requirements, and $6,312,800 for mobilization reserve. 

Mr. Wicetrswortn. The peacetime requirement is for replacement ? 

Lieutenant Colonel Hattom. Yes, sir, with the exception of the 
shore party crane which is a new item for the Marine Corps. 

Mr. WiceLeswortH. How does that leave us as far as the mobiliza- 
tion reserve is concerned ? 

Lieutenant Colonel Hatrom. Off the record. 

(Discussion off the record.) 

Mr. WieeteswortH. Of what does the construction equipment con- 
sist ? 

Lieutenant Colonel Hattom. Tractors, scrapers, air compressors, 
cranes, and towed graders. 

Mr. WicetrswortH. What is the materials-handling equipment? 

Colonel Werrman. It includes all types of materials-handling equip- 
ment used for warehousing, and warehousing supplies within and 
outside of warehouses and around warehouses. 

Mr. Wiaeirswortu. It is all for replacement ? 

Colonel Wertman. Yes, sir, with exception of one new item. 
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Mr. Wicciesworrn. Are there any questions on budget activities 
4 or 5, Mr. Ostertag ? 

Mr. Osrterraa. What is the amount of your unobligated funds under 
support vehicles? Do you have that figure? 

yeneral Suoup. $11,614,514. 

Mr. Osrertac. Unobligated ? 

General Suovur. Yes, sir. 

Mr. Osrertac. That means, then, that you have approximately $16 
million for the procurement of tactical vehicles. How much do 
you need 

General Suovur. I would like to add to the statement which I just 
made that there has been over $10 million committed. 

Mr. Osrertraa. $10 million what ? 

General Suour. Over $10 million committed in the support vehicles 
activity. 

Mr. , AS Through the Army ? 

Colonel Wertman. Yes, sir; it is all through the Army. 

Mr. Osrertac. Your procurement is through the Army ? 

Colonel WerTMANn. Through the Army Ordnance Corps. 

Mr. Osrertac. In other words, $10 million worth of vehicles has 
been ordered; is that correct ? 

Colonel Wertman. Yes, sir. 

Mr. OsrertaG. Therefore, in placing an order it is an obligation, is 
it not, or a commitment ? 

General Suour. A commitment, yes, sir. 

Mr. Suerrarp. Off the record. 

(Discussion off the record.) 

Mr. Osvertac. The actual obligation is out of your hands; is that 
correct ? 

Colonel Wertman. That is correct. 

Mr. Ostertac. Therefore, you might consider your commitments in 
placing an order with the Army that it is an obligation of the Army 
to meet when you receive it ? 

General Hitz. Yes, sir. 

Mr. Osrertac. In other words, it is fair to assume that in purchas- 
ing or procuring through another service that the ordering, or com- 
mitting the Marine Corps for a certain amount of equipment, con- 
stitutes an obligation? 

i Hi. That is my contention, sir, but I have been over- 
ruled. 

Mr. Osterraa. I was not trying to draw the line between a commit- 
ment and an obligation, but, rather, to find out how much money 
you have and how much of it has been under order, to determine how 
— of this equipment you will have and how much money you 
need. 

General Hirt. I will answer it this way, sir, by saying that we have 
taken into consideration before submitting this requirement all of the 
funds we had for the fiscal year 1954, whether it be an obligation or 
repayment or whatever it is. That all has been taken into considera- 
tion. 

Mr. OstrertaG. Well, going back, General, to the point that I made, 
that is on the question of your balance, as I understand it that 
amounts to better than $11 million, and you have on order, or have 
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committed of that $11 million, about $10 million; therefore, the Ma- 
rine Corps will receive $10 million worth of tactical vehicles, plus 
$4,800,000 more, which is new money available for that purpose. 
Now, what will that give you by way of tactical vehicles when your 
orders are filled and this money is expended ? 

General Hix. Including the 1955 request it will give us 100 per- 
cent peacetime requirements and a portion of mobilization material 
requirements. 

Mr. Osverrac. You have been short during all this period of emer- 
gency 

General Hitz. Yes, sir; we have. 

Mr. Osrertac. What about the $1 million that has been appropri- 
ated and not committed ? 

General Suovur. There is $1,013,597 which remains for the rest of 
this period, this fourth period of the fiscal year 1954, which it is ex- 
pected will be committed and obligated in order that our procure- 
ment program in this area will be whole for 1954. 

Mr. Osrerrac. In other words, you expect before the fiscal year 
1954 is completed that the additional $1 million will be committed ? 

General Snour. Yes, sir. 

Mr. Osrertrac. Therefore, you will have on order $11 million worth 
of vehicles plus your planned program of an added $4,800,000, or a 
total of approximately $16 million for vehicles? 

General Suovur. That is correct, sir. 

General Surruerp. Yes, sir; that is correct. 

Mr. Osrertac. Under “Budget activity No. 5, railroad, construc- 
tion, and materials handling equipment,” under “Construction equip- 
ment” it calls for $6,920,000. 

What is your balance in that item? 

Lieutenant Colonel Hatrom. We have committed $6,335,000. 

Mr. Osrertac. What is your balance? 

General Suovur. $1,737,326. That was uncommitted as of December 
31, 1953. 

Mr. Ostertac. I am afraid I am not understood on that. 

General Suovr. Off the record. 

(Discussion off the record.) 

Mr. Osrerrac. Under construction equipment the budget request 
for 1955 is for $6,920,000. I asked what is your unexpended balance 
for this item. How much money do you have left for construction 
equipment ? 

Lieutenant Colonel Hatrom. $669,000 for the fiscal year 1954. 

Mr. Ostertac. Is that unobligated ? 

Lieutenant Colonel Hatrom. Uncommitted. 

Mr. Ostrertac. Uncommitted ? 

Tieutenant Colonel Haurom. Yes, sir. 

Mr. Ostertac. How much do you have committed ? 

Lieutenant Colonel Harrom. $6,335,000. 

Mr. Osrerrag. In other words, there is a balance of about $7 million, 
of funds on hand uncommitted for construction equipment? 

General Suovur. That is correct, sir. 

Mr. Osrertac. That added to the budget request for 1955 would 
total approximately $13,900,000? 

Lieutenant Colonel Hatrom. Yes, sir. 

Admiral Ciexron. Off the record. 
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(Discussion off the record.) 

Mr. Osrerrac. Will you amplify, General, as to how much money 
is available and committed, for material or equipment not yet de- 
livered ¢ 

General Suovpr. In the area of construction equipment, for 1954 
there is available for obligation $7,004,000, and of that amount at the 
present time there are $6,335,000 committed, for which we expect to 
receive equipment. 

Mr. Osrerrac. In other words, you have not received it yet? 

General Suour. That is correct, sir. 

There remains $669,000 of the $7,004,000 that is not yet committed 
to any program of procurement. With the 1955 estimate of $6,920,000 
between this time and the end of 1955, the Marine Corps could expect 
to receive construction equipment in the amount of about $13 million. 

Mr. Wicoieswortu. Off the record. 

(Discussion off the record.) 

Mr. Osrertac. You would have no unexpended balance, committed 
or otherwise, at the end of the fiscal year 1955, if that is true; is that 
correct 

General Suour. We would have at that time $669,000, but we expect 
to commit that number of dollars before that time because it represents 
a part of the 1954 program. 


DELIVERIES IN 1953 AND 1954 


Mr. Osrerrac. What. has been the extent of your deliveries during 
the oe year 1953 and in the fiscal year 1954 up to, say, January 1, 
1954 

Lieutenant Colonel Haurom. Of the 1954 procurement, there have 
been no deliveries. 

Mr. Osrertac. No deliveries? 

Lieutenant Colonel Hatrom. No deliveries. 

Mr. Sueprarp. What is the story in 1953? 

Lieutenant Colonel Hatrom. In the fiscal year 1953 we have received 
$1.505,000 worth of deliveries. 

Mr. Osrerrac. What is the reason for receiving no deliveries in the 
fiscal year 1954 up until now? 

Lieutenant Colonel Hatrom. The length of time it takes to obtain 
the items through single-service procurement. 

Mr. Osrerrac. Off the record. 

(Discussion off the record.) 

Mr. Osrerrac. I am trying to put together the answer that. there 
will be available to compensate for orders on hand or commitments 
made, plus the new money made available, an amount which totals 
approximately $13 million, with the answer of a moment ago, when 
we were told that practically the entire amount would be used during 
the fiscal year 1955 to meet these obligations and these orders. Yet, 
on the basis of the record, you point out that deliveries in the fiscal year 
1953 were $1,500,000, and that there were no deliveries in 1954. On 
what premise can you assume that you are going to receive $13 million 
worth of deliveries of equipment in the fiscal year 1955 ? 

General Hix, Mr. Ostertag, it is purely hypothetical when we will 
get these deliveries. 

Mr. OsrerraG. I am afraid it is. 
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General Hitz. Our total requirement of one item, say, would be 100 
of that item. Now, knowing that the lead time on that item was so 
long, we could not get 100 in 1 year, and it has been } cabo out over 
several years, and this is the culmination of our efforts to get us 
100-percent combat ready for peacetime requirements. This is just 
the tail end o fit. In the case of some items, it will be 13 out of 100 
items, and in the case of some other items, 2 out of 100, but this is 
when we hope to get our total requirement to outfit our combat troops. 
If we do not get the necessary money, it might delay it another year, 
or the producer of that item might go out of business and stop that 
production. That would mean that we would have to have another 
type of equipment or carry two sets of spare parts. 

{r. Osrerrac. May I say, General, that your objective is sound, 
and I am sure there is no quarrel with it. It is just interesting to 
me how you can achieve it and whether money will really accomplish 
your purpose. In other words, the fact that money is available cer- 
tainly is not going to guarantee that you will have deliveries of this 
equipment; is that correct? 

General Hin. Yes, sir, that is correct, but we have to place it on 
order, say, 270 days or 300 days before we expect delivery of the item. 


LEAD TIME 


Mr. Osrertac. What is your lead time? From the time the Marine 
Corps makes a commitment, or places an order, with the Army, or 
manufacturer, to the time you can reasonably expect it, what time 
will elapse ? 

General Hix, Ten months. The Department of Defense has tried 
to make each type of equipment in accordance with the approved 
practice as to procurement lead time. Whether that be right or 
wrong, I cannot say as it goes into the whole ramifications of the 
subject of procurement. 

Mr. Osrertac. If 10 months is the normal lead time, how do you 
account for the fact that you have an unexpended balance of approxi- 
mately $7 million of which practically all of it is committed to date? 

General Hitx. Well, this money became available last July 1, the 
1954 money. 

DELIVERIES EXPECTED 


Mr. Ostertac. What deliveries do you expect, General, between 
January 1, 1954, and July 1, 1954? 

General Hitz. We expect the 1953 deliveries to be completed, and 
about 4 percent of the 1954 deliveries, in the vicinity of $300,000. 

Mr. Osrertac. That is all, Mr. Chairman. 

Mr. Wiecteswortu. Mr. Sheppard, do you have any questions on 
items 4 or 5? 

Mr. Sueprarp. I have no questions on budget activity 4. 


CoNsTRUCTION EqQuIrpMENT 


With specific reference to budget activity No. 5, with reference to 
construction equipment, it is to be construed that the Marine Corps 
is going into the construction business as such. 
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General Hitz. No, sir. This is construction equipment for engi- 
neer battalions which are assigned to combat forces. That is the 
nomenclature put in by the Department of Defense. 

Mr. Suerrarp. How much of this heavy construction equipment 
requirement that we have before us is what is known as industrial 
equipment, as common use production in the field of tractors, graders, 
and cranes? In other words out of the type of construction equip- 
ment which you have requested another agency to procure for you, 
what is specialized equipment productionwise ? 

General Hix. The tractors and cranes, and one other item, a flood- 
light trailer. 

Mr. Suerrarp. I can conceive of trailers as not vn. an industrial 
common-use operation, but what specific requirements do you have in 
the field of tractors that would take you out of the field of modern-day 
production in tractor output ? 

Lieutenant Colonel Harrom. These tractors are Marine Corps de- 
veloped landing force tractors. : 

By that I mean that the bulldozer blade and arm assembly is 
mounted on the inside of the crawler tracks, to make it of small enough 
width to get in and out of the small landing craft. 

Our other crawler type tractors are tractors in which we have in- 
os military requirements such as 24-volt electrical systems, 
night-lighting equipment, electric brakes and a great amount of water- 
proofing for amphibious operations. 

Mr. Suepprarp. That places those, then, in specialized production 
requirement. Unless I am mistaken, when you procure these items in 
the Marine Corps, you do not have the lapse of time involved in getting 

our production delivered to you that you are presently experiencing. 
s that correct, General ? 

General Hitt. That is correct. 

Mr. Sueprarp. But insofar as your specialized requirements are 
concerned that is no estoppel and should not be applied to the delay 
aspects that have appeared and stood in your way in getting delivery ? 

General Hitz. That is correct. 

Mr. Suerrarp. Do you know at this time how many people, in- 
dustrially speaking, are in a position to produce your specialized con- 
struction devices we are presently talking about? How many firms 
in this country are in a status of availability for that type of pro- 
duction ? 

Lieutenant Colonel Haurom. I do not know, sir. We have, in the 
past procured all of these tractors through one company. 

Mr. Suerrarp. And what company was that ? 

Lieutenant Colonel Hatrom. The International Harvester Co. 

Mr. Sueprarp. And if you have procured them through that com- 
pany in the past, it is reasonable to assume that they will have the same 
competence and ability to produce those tractors at the present time ? 
Is that an illogical conclusion ? 

General Hitz. No, sir. 

Mr. Suepparp. And in the electrical field that you referred to you 
have had the same general experience when you were ordering that 
equipment, in getting your electrical requirements to attach to those 
mechanical devices, in getting them delivered in a reasonable length of 
time. Isthat a correct conclusion ? 

General Hii. Yes, sir. 
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Mr. Suerrarp. Then, from your answers it is only reasonable for 
me to assume that there is a status of availability from one firm with 
a possibility of more? 

General Huu. Yes, sir. 


SINGLE SERVICE PROCUREMENT PROBLEMS 


Mr. Suepparp. I would like to ask General Hill this question, Mr. 
Chairman, if I may: Taking your experience in procurement in the 
past, where you have common use requirements in the vehicle field, 
meaning by that requirements which are common to the Marine Corps, 
and reviewing your shopping list which reflects your costs, as I under- 
stand it, what has been the monetary difference between the procedure 
wherein you make the purchases yourselves as compared with dele- 
gating procurement through another source ? 

General Hitt. My own personal opinion is that we have spent as 
much from a monetary standpoint on contracts as it would have cost 
us to go out ourselves and supervise a contract up until its comple- 
tion, in spite of the fact that somebody else did the procurement of 
it for us. I would like to give an example or two. 

Mr. Sueprarp. We would be very happy to have 1 or 2 examples, 
or a half dozen of them if you would like to give them. 

General Hi. These examples are not on automotive equipment. 

Here is one military interdepartmental purchase request which is 
dated the 25th of February 1953. It is for approximately $35,000 
worth of hand tools. We specified in this request that we would like 
to have delivery started in July of 1953. 

The procurement agency took certain liberties with our request, and 
on the 27th of January 1954 the order was 84 percent complete. 

Now, that is 1 contract, 1 amendment, 1 expediting letter, 6 de- 
liveries, 12 reports of property received, 4 public vouchers, and as far 
as we know there have been 32 payments. 

I have incorporated here certain specific items where I have kept 
track of each time that we did something with this contract. Now 
that makes 90 movements on our part. 

Another item is dated on the 9th of October 1951. That was for 
$128,000 worth of paint. That is 30 months ago. It is for standard 
paints, and we wanted delivery of them in March 1952. We believe 
that 6 months is a reasonable time for standard paints. They are 
Federal specification paints. Since that time we had an MIPR, 1 
amendment, 16 contracts, 1 modification, 7 signed letters, 29 deliveries, 
28 reports of property received, 7 public vouchers and payments, and 
the final delivery was the 12th of December 1953. That made 26 
months for the delivery of that paint. 

Going on into that further, on each one of those contracts, instead 
of shipping the number where was asked for standard packaging, 
they made changes. There were 64 increases in the final authority. 
Where we asked for 960 gallons somebody shipped 1,020 gallons. 
Where we asked for 1,600 gallons they shipped 1,680 gallons. So at 
the last count this 1 contract had 278 different pieces of paper involved 
that we could put our hands on. 

Mr. Suerrarp. Had you handled your orders direct, how many 
pieces of paper would normally have been involved? 

General Hix. I would say not over 20. 
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Mr. Suerrarp. Aside from the multiplied work that you are pres- 
ently doing under the single service procurement, as presently re- 
flected, there has been a continuity of delay in deliveries. Is that 
right or wrong? 

General Hitt. I would say that you are right. 

Mr. Srerrarp. You just told me that there was 30 months’ time 
consumed in the delivery of common-use paint. 

General Hinz. Yes. 

Mr. Suerrarp. Were you buying that paint for storage purposes, 
or were you buying that paint to keep buildings in general mainte- 
nance 

General Hui. That paint was required in maintenance. In addi- 
tion to that, we were required to go out and buy paint in small lots, 
and use it in emergencies until the ordered paint arrived. 

Mr. Suerrarp. What other experiences have you had that you might 
say are of a similar character, for example? 

General Hii. I do not have any right here with me, but almost 
any one of them I could back up in the same way. I just happened 
to pick those two out at noon. 

{r. Suerrarp. Is it reasonable to assume, in accordance with the 
testimony the committee received this morning, which is directly 
responsive to the interrogations of Mr. Ostertag, and some interroga- 
tions from the chairman, Mr, Wigglesworth, that this long delay you 
are confronted with is creating a rather serious internal problem to 
the degree that it has reflected back on to the operations of the 
Marine Corps. That to me would be a very interesting subject matter. 
Have you any comments on that aspect of it, General 

General Hu. Yes, sir. This is my own opinion, and not that of 
the Marine Corps. I think Congress got sold a big bill of goods when 
they went whole hog on the single-service procurement system. 

Mr. Sueprarp. I would prefer that you keep away from newspaper 
terminology in commenting on that. Do not make it all inclusive, 
because some of us did not buy it. Go right ahead, sir. 

General Hitz, With single-service procurement we have had to set 
up small business, and we could do that just as well at the start, 
because we are small business. 

Also, we have very amicable relations with business. They are 
very proud to do work for us. Now, we deal with all of the lines of 
business in procurement. We go to somebody and we say, “So and 
so here is what we would like to make, can you make it for us?” They 
say, “Yes,” and we advertise for bids, and we get it in due time. That 
is usually in a period of from 6 to 9 months for items which are in 
common use. Since items have been going through single-service 
procurement they advertise for so much, and they go into the market 
so much. They are supposed to use economic support in their pur- 
chases so that they will buy when everything is pa and sell when 
it is high, so that they consolidate all the orders all at once, but in 
these cases they did not do so, they made a special contract for us. 

Mr. Suerprarp. Did your specifications call for a special contract ¢ 

General Hix. No, sir. 

Mr. ae In other words, you were using standard specifi- 
cations 

General Hix. Yes, Federal specifications. They are supposed to 
buy so that they will not go out immediately and flood the market 
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with orders at one time. On the other hand they say that the Marine 
Corps can get their paints all in June or July, and that somebody 
else can get their paints some other time. However, I have not seen 
it work out that way. In fact, for 2 years and 2 months we did not 
get paint. 

Mr. Suerrarp. Just what effect, General, does this delay in getting 
mechanical devices and other similar requirements such as J see in 
this detailed application here, what effect is it having on the eificiency 
of operation of the Marine Corps as a whole? I am addressing this 
operation to the Marine Corps exclusively. 

General Hitt. I am disappointed with the way it is running, be- 
cause I like to run an efficient outfit. We are judged by the efficiency 
that we achieve and the results we obtain. If we do not have paint, 
if we do not have hand tools, or if we do not have nails or standard 
items that we require then we are not doing a very good job. 

Mr. Suerparp. Mr. Chairman, have there been brought to your 
cognizance the same idiosyncrasies of the single-service procurement 
emanating from the other branches of the Government ? 

Mr. Wiceteswortn. I do not recall any specific instances. Of 
course this situation has been very marked for some years in respect 
tothe Marine Corps. I should think there might well be other similar 
instances. 

Mr. Snerparp. If we do have an industrial potential, having estab- 
lished that as the premise, evidently the hiatus that has taken place 
is in the processing of contracts and getting them in the hands of the 
production forces. If I am wrong I want you to correct me. 

General Hitz. I think that is correct, sir. 

Mr. Sueprarp. In this instance, Mr. Chairman, if the problems 
emanating from single-service procurement prevails throughout the 
operation it is time for Congress to do something about it. If it made 
a mistake in the first place, it might reverse its position for the benefit 
of the taxpayers. To me it looks like this particular situation has 
created a pound-foolish, penny-wise condition. You have a volume 
of work to be done here. You have a tremendous amount of paper- 
work, and that paperwork is not lessening your load. 

General Hm. Agreed, sir. 

Mr. Sueprarp. That is all. 


Trems ror TEst 


Mr. Wiccieswortn. Budget Activity No. 6, Items for Test, calis 
for the appropriation of $4 million, a decrease of $90,000 as compared 
to the present fiscal year. There are 7 items, 6 of which reflect de- 
creases, and 1 of which, guided missiles (including all equipment), 
reflects an increase of $980,000, from $112,000 to $1,092,000. Tell us 
something about that increase. 

Colonel Jounson. This increase in the guided missiles field, sir, is 
to pay for certain control systems for a guided-missile system called 
the LaCrosse. This system will be used to provide close support of 
front-line troops. This project was originated by the Marine Corps 
in 1947 and is now under the control of Army Ordnance. 

Mr. Wicctesworru. This is something new as far as the Marine 
Corps is concerned ? 
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Colonel Jounson. Yes, sir. This system will be used by the ground 
forces. It is a requirement peculiar to the Marine Corps. This 
money will also be used to test this system. 

Mr. Wicoteswortu. Off the record. 

(Discussion off the record.) 

Mr. Wiceteswortn. You speak of it as a system. Does the amount 
involved cover more than one system ? 

Colonel Jounson. The term LaCrosse applies to the whole program 
which is being pursued. This money would be used to test not only 
the missiles themselves but also the ground equipment. There are 
two techniques in the system: one for use when the target can be seen 
yeas for the close support of front lines under conditions of poor 
visibility. 

Mr. What does the money actually cover? 

Colonel Jounson. We will buy some of the missiles as well as the 
ground equipment. We will buy a system. 

Mr. One system? 

Colonel Jounson. Yes,sir. Thismoney will also pay for the testing 
of that system. 

Mr. Wiacieswortn. What is the cost of the system? 

Colonel Jonnson. I do not have the exact figure on that. The 
ground equipment will cost in the neighborhood of $600.000. 

Mr. Wiacteswortn. There is an item for combat vehicles of some- 
thing over $2 million. Is that for combat vehicles for testine as distin- 
guished from the combat vehicles you discussed before? What types 
of vehicles are these and how many? 

Colonel Jounson. These will be primarilv amphibious vehicles. We 
will purchase landing vehicles, tracked (LVT) amphibious vehicles. 
one of each of several different types. We will purchase, install, and 
test in this type vehicle a new Army-developed air-cooled engine 
and a transmission svstem to use with it. We will construct and test 
an engineer-type LVT vehicle. 

Mr. Wieatrswortn. They are vehicles not now in use? 

Colonel Jonnson. Yes, sir, but they have been designed. Some will 
be a matter of refining present equipment to test in various forms. 

Mr. Wicareswortn. Are any combat vehicles now on order that have 
not heen delivered ? 

Colonel Jonnson. Yes, sir, there are. Iam sorry I do not have all 
the information on that. 

Mr. Wiactrsworrn. Will you furnish for the record the dollar figure 
that renresents the undelivered combat vehicles when you revise your 
remarks? 

Colonel Jonnson. Yes, sir: $325,000. 

Mr. Wracrrswortn. Are there any questions on budget activity 
No.6? Mr. Ostertag? 

Mr. Osrertaa. No questions. 

Mr. Wiacrrsworrn. Mr. Sheppard ? 

Mr. Srrprarn. T have heen recently advised that proenrement 
with resnect to the Marine Corns. in the electronics field, particnlarly, 
in a new field where you are bringing items out for testing and refining 
purposes, has been very difficult. If that is true. then it is reasonable 
to assume that the items that are presented here under hndget activity 
No. 6 will show up with a greater degree of delay than might be 
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applied to the more normal general-use items referred to in budget 
activity No. 5? 

Colonel Jonnson. No, sir, I do not believe there will be a great 
degree of delay in delivering these items since we expect them to be 
available during the next year. 

Mr. Suerrarp. While you may be budgeting for them, I think in 
your statement a moment ago, in response to the chairman, you did 
state you were buying some of these things and then you were going 
to test them ? 

Colonel Jonnson. Yes, sir. 

Mr. Suepparp. Which is indicative to me you do not have a proven 
system. 

"Colonel Jounson. That is correct as it would be in regard to any 
item the Marine Corps would purchase to test for use in its own opera- 
tional systems. 

Mr. Suepparp. In the field of guided missiles, is that not an un- 
refined area at the moment? 

Colonel Jonnson. That is true. 

Mr. Suepparp. And there is much of it, from the improvement as- 
pect, that has not yet come off the blueprint; is that not true? 

Colonel Jonnson. Yes, sir, that is true. 

Mr. SHepparp. What I am trying to develop here is that we have a 
slow field of operation in the electronics field as applied to vour 
guided missile function. If that is true, is it not obvious you will ex- 
perience greater delay in getting delivery on the unproven factors 
than you would have had to deal with under general circumstances? 
Is that wrong or is that right? 

Colonel Jounson. That is possible. However, in this particular 
guided missiles svstem which we are discussing, the work has been 
going on since 1947. The system’s development has reached a stage 
where we can foresee a successful system. Whether or not it will be 
entirely successful in support of Marine Corps operations is what we 
will have to determine. It has been proven as successful in prior 
tests. 

Mr. Suepparp. Is anything involved in budget activity No. 6 other 
than guided missile proven systems that might result in delay by 
reason of its not beine readily produced, industrially speaking? 

Colonel Jonnson. No, sir. 

Mr. Suepparp. What is meant by the word “Artillery” that appears 
as project No. 6C on page 18? 

Colonel Jounson. That is to identify a group or type of equip- 
ment we might purchase for Marine Corps operational tests. We are 
planning to purchase one 90 millimeter antitank recoilless rifle in 1955. 
We wish to procure it from the Army and test it for Marine Corns use. 

Mr. Snerrarp. What components go into the next item. 6D, “Weap- 
ons”? Is that more than one or a collection of the same thing? 

Colonel Jounson. We intend to purchase several different tvpes of 
weapons and test them for Marine Corps use. A typical example 
would be lightweight rifles. Another would be multiple rocket 
launchers; this item has been developed by the Chemical Corps of the 
Army under our sponsorship. 
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COMBAT VEHICLES 


Mr. Suerrarp. Would the item 6E, “Combat vehicles,” be in the 
same general classification as the vehicles we previously referred to in 
activity No. 5? 

Colonel Jounson. This is a different type entirely. 

Mr. Sueprrarp. Applicable to Marine Corps requirements spe- 
cifically ? 

Gelonel Jounson. Yes, sir. 

Mr. Suepparp. That is about the heaviest item you have in your 
1955 budget requirements. 

What is this item 6G, “Other equipment” ? 

Colonel Jounson. These are items which do not fall easily into the 
other categories. 

Mr. Suerrarp. For example? 

Colonel Jounson. For instance, we wish to purchase a mine plant- 
ing device which has been developed by the Corps of Engineers. We 
wish to purchase a battlefield illumination system mounted on a 
truck. These are typical of the items in this category. 

Mr. Suerrarp. That is all. 


PURCHASING OF PASSENGER VEHICLES 


Mr. Wicerrsworrn. I notice the language in our committee print 
eh wer among other things for the purchase of passenger vehicles. 

e have not run across any of those in the discussion today. Am I 
correct that it is not contemplated to purchase any passenger vehicles 
in 1955? 

General SHovup. The number of dollars is zero. 

Mr. Wiacieswortrn. I want to go back for a moment to the overall 
picture and direct a few questions to General Hill. 


BACKLOG OF UNDELIVERED ITEMS 


The testimony is, as I understand it, that there were undelivered 
items as of June 30, 1953, of about $1,300 million ? 

General Hitz. The figure mentioned in the report of about $1,350 
million was not all procurement. That was our total. We procure for 
other appropriations than Marine Corps procurement. We did not 
have Marine Corps procurement on June 30, 1953, so all of our total 
procurement then was in “Troops and facilities” and a “Subsistence” 
item. If you broke that down and all those accounts were transferred 
as of June 30, 1953, there would be about $100 million to $120 million 
which were not transferred over to Marine Corps procurement. In 
other words, we had 2 activities that were buying, so I would say $120 
million was an outside figure of that $1,350 million that would not 
be transferred to Marine Corps procurement. 

Mr. WieeieswortH. In our report last summer the committee said: 
“Tt is estimated that on June 30, 1953, undelivered orders outstanding 
will amount to approximately $1,347 million.” It turns out to be 
$1,350 million? 

General Hitz. Yes, sir. 
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Mr. Wiceteswortu. At that time you requested $251 million, mostly 
for single service procurement items, which would have given you 
about $1,598 million in respect to fiscal 1954. The committee reduced 
that request by $100 million which should have given you about $1,498 
million for 1954. Now, apparently, due to transfers and so forth, 
you have in fact had $329 million plus, or a total of about $1,679 
million in respect to 1954 as compared to the $1,498 million that the 
committee anticipated that you would have for that period. Now, 
estimated deliveries in 1954 are about $500 million ¢ 

General Hix. Yes, sir. 

Mr. Wiceieswortn. That leaves $1,179 million to which you pro- 
pose to add—if we leave out reimbursements from other aceounts— 
about $239 million, which would make available in respect to fiscal 
year 1955 $1,418 million. The estimated deliveries for 1955 are, again, 
$500 million. That leaves us about $918 million as of June 30, 1955. 
I wonder if you could give us a breakdown of that figure for the record 
by major categories when your remarks are revised / 

General Yes, sir. 

(The information requested follows :) 

Of the total of $1,349 million on order at June 30, 1953, only $1,229 million is 
applicable to the Marine Corps procurement appropriation. Of this amount 
roughly $74 million represents orders that were not recorded as official obliga- 
tions as of June 30, 1953, but are part of the $329,883,000 total obligations shown 
for fiscal year 1954. In addition, this $1,229 million of outstanding orders is 
reduced by an additional $86 million through cancellation of contracts and other 
contract adjustment. These 2 adjustments leave $1,069 million of orders out- 
standing at June 30, 1953, as official obligations, to Marine Corps procurement, 
To this will be added $330 million of obligations for fiscal year 1954 (including 
the recording of $74 million orders placed prior to June 30, 1953). 

The total of orders of fiscal year 1954 and prior years to be delivered after 
June 30, 1953 amount to $1,399 million. Of this amount it is estimated that $500 
million will be delivered in fiscal year 1954 leaving $899 million undelivered at 
June 30, 1954. To this it is proposed that additional orders be added in fiscal 
year 1955 in the amount of $239 million for a total on order June 30, 1954, and 
later of $1,138 million of which it is planned an additional $500 million will 
be delivered in fiscal year 1955 leaving $638 million undelivered at June 30, 1955. 


Estimate as of Mar. 1, 1954 


Orders outstanding June 30, 1963_............................ $1, 229, 146, 000 
Deduct : 
Orders to be charged as obligations, fiscal 
rs 160, 028, 000 
Net orders chargeable prior fiscal year 1954___.__._-___ 1, 069, 118, 000 
Total delivery potential through fiscal year 1954_.______ 1, 399, 001, 000 
Deduct estimated deliveries, fiscal year 1954__..__.___._-______ 500, 000, 000 
Undelivered June 30, 899, 001, 000 
Add: Obligations, fiscal year 1955 239, 200, 000 
Total delivery potential in fiscal year 1955 1, 138, 201, 000 
Deduct estimated deliveries, fiscal year 1955_ 500, 000, 000 
Undelivered June 30, 1955 % vn 638, 201, 000 


| 
| 
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A breakdown by major categories of the undelivered amount at June 30, 1955 
with lead time is as follows: 


Estimated undelivered major procurement at June 30, 1956 


Lead time 
Amount (months) 

ance: 
Weapons and ordnance equipment.._............-.-......---..-.---.--- 282, 504, 000 118 
Electronics: Electronics and communication 72, 997, 000 18 
Motor transport: Vehicles and materials handling equipment 10, 260, 000 9 
Engineers: Construction material... .......-.4.-...--..---..5-----025------- 11, 582, 000 10 


1 Except for minor amounts of small arms which range 6 to 8 months. 


Mr. Wiceieswortu. I understand that the Army procures for itself 
the Marine Corps, for the Navy, for the Air Force, and for MDAP? 

General Hi. Single-service procurement ; yes, sir. 

Mr. WiccLesworrH. And presumably the reason for the lag over 
the years is that the end items available have not been enough to go 
around and other services for whom the Army procures have received 
priority ? 

General Hit. Yes, sir. 

Admiral CLexton. There was a big drain due to Korea. There was 
a great ~ pm off of equipment. That was a big item. 

General Hitt. Off the record. 

(Discussion off the record.) 

Mr. Suerparp. Off the record. 

( Discussion off the record.) 

Mr. Wiceieswortn. I think the committee appreciates, of course, 
that Korea entered into the matter of priorities, but I should doubt 
very much if Korea explains this overall situation in any very large 
degree. When you give us that table I asked for, General, I wish 
you would include one other item, and that is something in respect to 
the normal] lead time required for each of the categories, leaving the 
priority element out of the picture. 


RELEASE OF CIVILIAN PERSONNEL 


Mr. Suerrarp. One more question, Mr. Chairman. Under your 
single-service procurement, how many civilian personnel did you 
release 

General Hit. I believe we had 4 officers and 88 civilian personnel, 
and we reelased about half of them. But that added workload was 
pees over in our supply divisions in tracing through, in keeping 
track. 

Mr. Suerrarp. In your supply divisions, did you put on additional 
personnel ? 

General Hitt. No, sir. 

Mr. SHerrarp. That is all. 

General SHepnerp. This equipment is coming in now far better 
than it has in the past several years. In the past 6 months we have 
gotten a considerable portion of this equipment. That is why we 
need these funds, because now that production and deliveries are 
rolling we do not want to cut them off. 


j 
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Wepnespay, Marca 3, 1954. 


MARINE CORPS TROOPS AND FACILITIES 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 
$860, 000, 000 | $195, 000,000 | $176, 700, 000 
Transferred to— 
personne], Marine Corps’’ pursuant to 66 Stat. 
personnel, Marine Corps” pursuant to 67 Stat. 16.| —63, 
“Retired rey, Department of Defense,” pursuant to Pub- 
Adjusted appropriation or estimate _-_-.............-- 785, 255,000 | 185, 000, 000 176, 700, 000 
Reimbursements from other accounts. ___...................-- 27, 952, 252 4, 561, 290 4, 553, 290 
Total available for obligation........_._._.......-.----- 813, 207, 252 | 189, 561,200 | 181, 253, 290 
Balance reappropriated and transferred to ‘‘Marine Corps 
Unobligated balance, estimated savings (available for admin- 
istrative reappropriation in subesquent year) -.............-- —49, 823.708 | —4, 831,000 |...........__. 
581, 121, 369 184, 730, 290 181, 253, 290 
Comparative transfer to— 
“Military personnel, Marine —5, 510, 000 —464, 000 
242, 659, 326 184, 266, 290 181, 253, 290 
Obligations by activities 
Description | 1953 actual 1954 estimate 1955 estimate 
Direct Obligations 
$182, 788, 184 | $134, 102, 400 $135, 950, 000 
2. General expenses, Marine Corps personnel. __._....______- 3, 143, 972 11, 237, 000 9, 500, 000 
15, 980, 880 19, 501, 000 15, 638, 000 
2, 707, 778 5, 012, 000 5, 271, 000 
5. Research and development-...____._...-_.....---......--..- 1, 635, 066 2, 000, 000 2, 000, 000 
7, 724 21, 000 21, 000 
an 324, 321 440, 000 579, 000 
8. Departmental administration -_.............-.2-.-2.22 2... 8, 169, 140 7, 391, 600 | 7, 741, 000 
214, 707, 074 179, 705,000 | 176, 700, 000 
Obligations Payable Out of Reimbursements From Other Accounts 
6, 612, 693 4, 046, 290 4, 046, 290 
2. General expenses, Marine Corps personnel 21, 291, 102 507, 000 507, 000 
Total obligations payable out of reimbursements from 
ectctaittdnicennanwnnscutsceduedbatleliiiecades 27, 952, 252 4, 561, 290 4, 553, 290 
242, 659, 326 | 184,266,200 | 181, 253, 200 
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Obligations by objects 


‘ Object classification | 1953 actual | 1954 estimate | 1955 estimate 
MARINE CORPS 
Summary of Personal Services 
Total number of permanent positions. ...............--------- 20, 17, 131 17, 024 
Average number of «jl employees. ....................------ 17, 435 14, 847 15, 163 
Add average number carried on schedule of “Ships and 
Average number of all denititiiies paid from 01 Personal 
Average salaries and grades: 
General schedule grades: 
Crafts, protective, and custodial grades: 
Average salary...........- $3, 4 $3, 466 $3, 466 
Average CPC-5,9 CPC-5.9 CPC-5.9 
Ungraded positions: Average salary $3, 377 $3, 575 $3. 572 
Personal service obligations: 
$58, 377,635 | $52, 991, 368 $54, 003, 307 
Regular pay in excess of 52-week base _- eee 224, 529 203, 793 207, 709 
Payment above basic rates... ....................---.-.-- 1, 509, 811 1, 152, 607 1, 134, 768 
60, 111, 975 54, 347, 768 55, 345, 784 
Add salaries cs irried on consolidated schedule of “Ships and , 
232, 765 6, 255, 000 300, 500 


Total personal service obligations 


60, 344, 740 


60, 602, 768 


Direct Obligations 


55, 646, 284 


57, 478, 513 59, 059, 768 54, 258, 284 
02 Travel._.._. 4, 136, 429 4, 274, 160 3, 663, 315 
03 Transportation of things. 16, 167, 880 19, 000 15, 942, 000 
04 Communication services .. 799, 361 747, 288 1, 478, 210 
aha services... 3, 168, 158 3, 595, 223 3, 914, 633 
06 Printing and reproduction. 1, 133, 706 655 1, 290, 000 
07 Other contractual services 1, 885, 321 3, 042, 490 3, 066, 622 
08 Supplies and materials... 7 95, 222, 034 65, 411, 415 73, 404, 640 
09 Equipment. cand 32, 404, 831 20, 937, 623 17, 215, 466 
10 Lands and structures_____- 1, 562, 519 1, 137, 947 1, 897, 637 
15 Taxes and assessments. 410, 236 468, 431 569, 193 
| 214, 373, 988 | 179, 705, 000 176, 700,000 
Obligations Payable Out of Reimbursements From Other 
Accounts 
1, 543, 000 1, 388, 000 
04 Communication services 42, 000 42, 000 
05 Rents and utility services 104, 500 104, 500 
08 Supplies and materials____- 2, 137, 400 2, 292, 400 
09 Equipment.___._.._-...- 734, 390 726, 390 
Total obligations payable out of reimbursements from 
other accounts 27, 952, 252 4. 561, 290 4, 553, 290 
Total obligations 242, 326,240 | 184, 266, 290 181, 253, 290 
ALLOCATION TO DEPARTMENT OF THE ARMY 
Average number of all employees.........-.....-..-....--..-. 104 


Average salaries and grades: 
General schedule grades: 
Average grade. ................. 
Ungraded positions: Average salary 


01 Personal services: 
Regular pay in excess of 52-week base 
Payment above basic rates 


Total personal services. 
Other contractual services 
Supplies and materials_. 
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Total obligat ions 


| 
| 
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Obligations by objects—Continued 


Object Classification 


1953 actual 


| 
1954 estimate 1955 estimate 


ALLOCATION TO DEPARTMENT OF THE INTERIOR 


08 Supplies and materials___-__- 


SUMMARY 
Summary of Personal Services 
Total number of permanent positions. | 


Average number of all employees. _______-.._-.._..__._------ 
Add average number carried on schedule of “Ships and | 
facilities, 
Average number of all employees paid from 01 Ter- 
Average salaries and grades: 
General schedule grades: 
Average grade 
Crafts, protective, : 
Average salary 
Ungraded positions: Average salary 


and custodial grades: 


Personal service o>ligations: 
Permanent positions... 
Regular pay in excess of 52-week base 
P ay ment adove basic rates. 


Add salaries carried on consolidated schedule of “Ships and 
facilities, Navy” 


Total personal service obligations 


Direct Obligations 


01 Personal services... 

03 ‘Transportation of things 

Communication services 

Rents and utility services 

06 Printing and reproduction 

Services performed by other agencies... 

Supplies and materials_____- 

10 Lands and structures._........ .......- 

15 Taxes and assessments 


Total direct obligations 


Oligations Payable Out of Reimbursements From Other Accounts 


01 
02 Travel___- 

T ransportation of ‘things 
04 Communication services 

Rents and utility services_____ 
Supplies and 
Equipment 

10 Lands and structures 


0, 700 17, 131 
pre 17, 539 | 44, 847 | 
50 | 1, 332 
— 
16, 179 


2285, 
1, 517 890 | 


60, 500, 2 243 


60, 733, 008 


57, 866, 781 
4, 136, 429 
16, 167, 880 
799, 361 

3, 168, 158 
1, 138, 706 
1, 894, 671 


95, 331, 314 
82, 231,019 
1, 562, 519 
410, 236 


214, 707, O74 


991, 


368 
203, 793 
1, 52, 607 


54, 347, 768 | 


6, 255, 000 | 
60, 602, 768 | 


59, 059, 768 
4, 274, 160 
19, 739, 000 
747, 288 

3, 595, 223 
1, 186, 655 
3, 042, 490 
105, 000 
65, 411, 415 
20, 937, 623 
1, 137, 947 
468, 431 


Total obligations out of reimburseme 


nts from | 


other accounts 


2, 866, 227 1, 543, 000 
504 
43, O64 
42, 000 
100, | 104, 500 
23, 698, 706 | 2, 137, 400 
1, 189, 842 734, 390 
} 
27,952,252 | 4,561, 200 | 
242, 659,326 


184, 266, 2 290° | 


$54, 003, 307 
207, 709 
1, 134, 768 


55, 345, 784 
300, 500 


55, 646, 284 


54, 258, 284 
3, 663, 315 
15, 942, 000 
1, 478, 210 
3, 914, 683 
1, 290, 000 
3, 066, 622 


73, 404, 640 
17, 215, 466 
1, 897, 637 

569, 193 


700, 000 


1, 388, 000 


42, 000 
104, 500 
2, 292, 400 
726, 390 


_ 4! 558, 290 
‘181, 253, 290 


43811—54——_22 


14) 456 | 
| 
17, 024 
163 
64 
15, 227 
$3, 511 | $3, 547 $3, 547 
GS-+4.2 } GS8-4.2 G3-4.2 
$3, 459 | $3, 466 $3, 466 
CPC-59|} CPC-5.9 CPC-5.9 
$3, 377 $3, 575 $3, 572 
| 
| 
232, 765 
| | 
| 
| 
| 
| 
Total 
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Analysis of expenditures 
1953 actual 1954 estimate | 1955 estimate 
Unliquidated obligations, start of year._.....-.....-.-.- $1, 140, 861, 678 | $1, 247, 081, 009 $150, 531, 934 
Obligations incurred during the year_...-..-.-.-.-...-.- 584, 121, 369 184, 730, 290 181, 253, 290 
1, 724, 983, 047 1, 431, 811, 299 331, 785, 224 
Deduct: 
Adjustment in obligations of prior years... ........- 
Obligations transferred to ‘‘Marine Corps procure- 

Reimbursements. _. eee ease 27, 952, 252 4, 561, 290 4, 553, 290 
Obligated balance carried to certified claims._....... 701, 470 20, 452, 325 , 934 
Unliquidated obligations, end of year ..............- 1, 247, 081, 009 150, 531, 934 151, 869, 000 

nn ee 443, 155, 438 175, 000, 000 175, 000, 000 

Expenditures are distributed as follows: 
Out of current authorizations. ...................... 114, 884, 140 100, 000, 000 100, 000, 000 
Out of prior authorizations.................-.-.-.-.- 328, 271, 298 75, 000, 000 75, 000, 000 


Mr. Wiacieswortu. The committee will come to order, and we will 
take up the item “Marine Corps troops and facilities,” for which the 
overall request is for $176,700,000, as compared to an appropriation of 
$195 million in the current fiscal year, and as compared with estimated 
obligations of $179,705,000. 


TRANSFER OF FUNDS 


The footnote in the committee print indicates that the figure of 
$176,700,000 excludes $470,000 for activities transferred in the esti- 
mateo to “Military personnel, Marine Corps.” What are those activi- 
ties 

General SuHoup. The transfer of funds, sir, was related to packing 
and crating of household effects. 

Mr. Wiccteswortnh. Why was that transfer made? 

General Suovur. That was a determination by the Department of 
Defense that the “Military personnel, Marine Corps” appropriation 
would in the future take care of these charges. 

Admiral Ciexton. Mr. Chairman, that was similar to the one in 
the “Military personnel, Navy” that we saw a few days ago wherein 
all military personnel appropriations are now standardized. 


OBLIGATIONS, EXPENDITURES, AND CARRYOVERS 


Mr. Wiectesworrn. What unobligated balance is anticipated as of 
June 30, 1954? 

General SHovur. We anticipate about $19 million, Mr. Chairman. 
I would like to give you a more exact figure about the end of March. 

Mr. Wiceieswortn. What are the estimated obligations and ex- 
penditures as of December 31 last ? 

General Suovr. The obligations through December 31 were $64,- 
860,116, and the expenditures through the same period were $52,065,417, 
sir. 

Mr. Wicetesworrn. What, briefly, is the explanation of the $19 
million estimated carryover ? 

General Suovup. In the middle of December, when this estimate was 
prepared, on the basis of the best information we had at that time, the 
unobligated balance appeared to be about $4 million. Since that time, 
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and as of last night, we believe that there will be about $19 million 
estimated savings available for administrative reappropriation. 

Mr. WiceLeswortu. Why? 

General SuHovur. The reasons being continued economy, the fact that 
stock levels have been reduced, with the effect of that just beginning to 
show up, thus reducing the requirement for dollars for replacement of 
items. There is also the discontinuation of the combat in Korea. 
The effects of that have begun to show up in the amount of Marine 
Corps peculiar equipment which we are required to supply to the First 
Marine Division and the First Marine Air Wing. 

Mr. WiccLesworru. Without objection, we will include at this point 
in the record, page 2 of the justifications which is entitled “Appropria- 
tion Introduction.” 

(The matter referred to is as follows :) 


MaRINnNE Corps Troops AND FACILITIES 


Appropriation introduction 


Fiscal year 1953 | Fiscal year 1954 | Fiscal year 1955 


fppro $860, 000, 000 $195, 000, 000 $176, 700, 000 
et adjustments (transfers, balances, ete.) _..........-- —645, 292, 926 —15, 295, 000 0 


Total obligations payable from appropriated funds- 214, 707, 074 179, 705, 000 176, 700, 000 


During the fiscal year 1955 the Marine Corps will be composed of 3 Marine 
divisions, 3 Marine aircraft wings, and supporting forces. Two of these divi- 
sions, 1 aircraft wing, and 1 aircraft group accompanied by appropriate sup- 
porting elements will be deployed outside the continental limits of the United 
States and 1 battalion and 1 aircraft squadron will be stationed aboard naval 
vessels outside the continental limits of the United States. 

The requirements for which funds are estimated in this appropriation have 
been developed to provide for the accomplishment of the mission of the United 
States Marine Corps in 1955 after full consideration of tables of allowances, the 
inventories on hand, stocks on order, and funds available in fiscal year 19M. 

This appropriation provides funds for the maintenance and operation of all 
Marine Corps and Marine Corps Reserve activities except Regular and Reserve 
military personnel requirements and air facilities for the Reserve. It provides 
for barracks, depots of supplies, recruit depots, training facilities, and schools 
for the Regular forces and housing and training facilities for the Reserve units. 
These funds purchase such items as fuel, salaries and wages, utility installation 
and services, machinery, equipment, supplies, materials, and tools. Also pro- 
vides for research and development of new equipment relating to Marine Corps 
requirements. 

In 1954, the Marine Corps Stock Fund was established, making fiscal year 1955 
the first year for which funds have been requested for the appropriation, “Marine 
Corps, troops and facilities,” on a purely consumption basis for stock fund 
account items. 

The funds requested for fiscal year 1955 are $7,836,000 less than those appro- 
priated for fiscal year 1954 and $90,200,782 less than appropriated for fiscal year 
coos after taking into account actual and comparative transfers for 1953 and 


Mr. Wiecteswortn. On this page of the justifications it is stated, 
among other things, that “this appropriation provides funds for the 
maintenance and operation of all Marine Corps and Marine Corps 
Reserve activities except Regular and Reserve military personnel 
 -emaamae and air facilities for the Reserve.” It is further stated 

at: 
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The funds requested for fiscal year 1955 are $7,836,000 less than those appro- 
priated for fiscal year 1954 and $90,200,782 less than appropriated for fiscal year 
1953 after taking into account actual and comparative transfers for 1953 and 1954. 

Off the record. 

(Discussion off the record.) 

Mr. WiceLeswortu. These reductions, I take it, are not strictly in 
terms of appropriations, but in terms of appropriations as adjusted by 
various transfers in the 2 years concerned ? 

General Suovur. That is correct, sir. 


CIVILIAN PERSONNEL 


Mr. Wiccieswortn. Now I expect this is as good a point as any at 
which to insert the customary table in respect to civilian personnel. 

. Admiral Ciextron. Yes; just before you start the activity break- 
own. 

Mr. WiceLteswortu. Without going into detail, do you have an over- 
all figure for the civilian personnel for this activity ¢ 

General Suovur. For this particular appropriation, sir? 

Mr. Yes. 

General Suovur. The total dollars for this appropriation—— 

Mr. Wiceteswortu. I want the personnel figures. I think these 
figures contained in the committee print are probably what I am 
looking for, and if they are not correct will you please correct them ? 
Apparently you had an average number in the fiscal year 1953 of 
17,484; in 1954, 16,179; and the number contemplated in 1955 is 15,227; 
is that right ? 

General Suour. That is correct, sir. 

Mr. Wicociesworru. Then the table with the detail in it can be 
inserted at this point. 

General Suovur. Yes, sir. 

(The matter referred to is as follows :) 
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Average civilian employment by budget activity, Marine Corps troops and facilities 


year 1953 Fiscal year 1954 


Fiscal Fiscal year 1955 
(actual) | (estimated) (estimated) 
Man- Obliga- Obliga- | Man- Obliga- 
years tions tions | years tions 
1 2 3 er] 7 
Total employment__-______-- 733, 008 | | 16, 179 $60, 602, 


768 | 


Current-year funds... 7, 866, 781 14,261 | 52,804, 53, 957, 7 
1,332 | 6,255, 000 64 300, 500 
Reimbursements.-..........----.--- 1,016 | 2 866, 227 | | 586 } 1, 543, 000 544 1, 388, 000 
I, By-_source of 17, 588. 6 | 2 60, 7 60, 602, 768 15 226. 9 55, 646, 284 
1. Forces and stations (sub-| 
114, 227.4 } 2 49, 223, 787 | 14, 523.2 | 4, 3) 314, 866 | 13, 516.9 | 49, 087, 206 
Current-year funds 
(direct) 13,843.2 | 48,361, 100 |912, 605. 2| 46 46, 516, 866 | 12, 908.9 | 47,398, 796 
1,332. 6, 2355, 000 64.0 | 300, 500 
Reimbursements - -- - 384. 2 862, 687 586.0 | 1, 543, 000 544.0 1, 388, 000 
2. General expenses, Marine “a | i 
Corps personnel (sub- 
248, 434 61.0 | 254, 362 
Current-year funds | 
(direct) . aa 59.5 248, 434 61.0 | 254, 362 
Prior-year funds 
6. Industrial mobilization | 1 
OS EEE 12, 871 3.0 13, 350 
Current-year funds | 
ae 12, 871 3.0 | 13, 350 
Reimbursements 
7, Cataloging 313,492, 87.0, 362,780) 117.0 ~ 480, 596 
Current-year funds | | 
eee 77.5 | 313, 492 87.0 | 362, 730 117.0 480, 596 
8, Departmental adminis- nis. | 
tration (subtotal)... 1,710.3 | 6,390, 855 | 1,506.0 5,663,817 | 1,529.0 5, 810, 680 
Current-year funds } 
ea aS | 1, 710.3 | 6, 390, 855 | 1, 506.0 & 5,663,817 | 1,529.0 qi 5, 810, 680 
II. By ceiling control............._- | 17, 588.6 | 60,733, 008 | 16, 178.7 | 60,602, 768 | 15,226.9 55, 646, 234 
(a) ee own ceiling con- | 
| 17, 235.6 | 59,630, 575 | 14, 546.6 | 53,428,614 | 14,855.8 | 54,394, 856 
(b) Under other ceiling con- | | 
353.0 | 1, 102, 433 | 7,174, 871.1 | 1,251, 428 
1 Includes 104-man years and $388,268 shown on schedule of allocation to Sentnnaiend oi of the Army. 
2? Decrease of 1,238.0 of which 112.2 resulted from a shift at MC DofS, Philadelphia from M. C. T. and F. 
to NIF, subhead .06, July 1, 1953. 
3 Decrease of 1,513.3 of which 1,311.8 resulted from a shift at MC DofS, Philadelphia from M. C. T. and F. 


to NIF, subhead .06, July 1, 1953, 


a 
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Cwilian employment—-Management basis on Board at the end of the fiscal year, 
Marine Corps 


| | 
June 30, 1953 (actual) (June 30, 1954 (estimated) June 30, 1955 (estimated) 
Source of funds | 


| 
Total |Graded | | Total Crate Total Graded | 
1 1 9 | 10 


I. Total under own ceil- 
ing control. __......- 16,767 | 5,119 | 11,648 | 16,655 | 5,001 | 11,654 | 16,599 | 4,998 | 11,601 


II. Under own financial 
and ceiling control, 
a 16,659 | 5,067 | 11,592 | 16,468 | 4,941 | 11,527 | 16, 421 4,932 | 11, 489 


1, M. C. T. and F_| 16,573 | 4,900 | 11,583 | 14,954 | 4,854 | 10,100 | 14, 884 4,845 10, 039 
2. Independent 
fund (Phila- 


delohia) 11, 468 50} 1,418 | 1,491 50 1, 441 

3. WF (N) MC.... 86 77 9 46 37 9 46 37 9 
III. Under own ceiling con- 
trol, but financed by 
outside sources, sub- 

| ae 108 52 56 187 60 127 178 66 112 


. ee fund established July 1, 1953, personnel carried under M. C. T. and F. during fiscal year 


Mr. Wiacteswortn. My attention is called to the table on page 4 of 
the justifications, from which it appears that the request for $176,- 
700,000 for the fiseal year 1955, as compared with the estimated obli- 
gations for 1954, reflects a decrease of $3,005,000. 

Am I correct in assuming that inasmuch as the amount of your 
estimated unobligated funds as of June 30 next, has recently been 
increased, from around $4 million to around $19 million, that your 
overall request. will reflect an increase of around $11 million, instead 
of a decrease of $3 million, speaking in terms of estimated obligations? 

General Suovr. That is correct, sir. 

Mr. Wieeiesworrn. Are there any questions from a general stand- 
point before we look at the budget activities, Mr. Ostertag ? 


SEPARATION OF MAJOR PROCUREMENT FROM OPERATING COSTS 


Mr. Osrerrac. General, this sharp difference in figures, I take it, 
results from a separation of major procurement from other operating 
costs. For example, estimated for the fiscal year 1954 we find $668 
million, however, the amount finally appropriated was $195 million. 
Is that due to a separation of one kind or another? 

General SHoup. Yes, sir. 

Mr. Osrertac. What is the area of separation; is it procurement? 

General Srovp. Yes, sir; we now have Marine Corps procurement, 
a no-year appropriation, which funds previously were in “Troops 
and facilities,” principally under activity 2. 

Mr. OstertaG. That is all T have, Mr. Chairman. 

Mr. Wicateswortn. Mr. Sheppard ? 

Mr. Suerrarp. I have no questions on the general approach. When 
we get into details there may be something further. 


| 
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ESTABLISH MENT OF STOCK FUND 


Mr. Wice.eswortu. Is my understanding correct that the Marine 
Corps has established a stock fund during the current fiscal year? 

General Suovur. Beginning July 1 of this fiscal year; yes, sir. 

Mr. Wiceiesworrnu. Will you tell us a little about that stock fund? 

General Suovur. Off the record. 

Discussion off the record.) 

eneral Suour. The Marine Corps stock fund was established to 
fund requirements for common-use items. In the estimates for 1954 
the amount of funds requested in certain areas was reduced because 
of excess inventories. 

Mr. Wiceteswortu. Do you mean in presenting the request or after 
the funds had been appropriated ? 

General Srrovp. No, sir; in presenting the request, sir. 

Upon the institution of the stock fund the customers, the com- 
manding officers, had to receive an allotment of funds to purchase 
items from the stock fund. 

Previous to the institution of the stock fund, certain of these items 
would have been issued from the shelf at no charge to the receiver. 
Therefore, it was necessary to establish additional funds of some type 
to make up this difference in funds required for the purchase of stock 
fund items by the customers. This was done by a process which is 
referred to as withdrawal credit. These credits are added to the 
appropriated funds in the areas of applicability and allotted to the 
commanding officers in the field. 

When the returns come in, the obligations, the issue of stock fund 
withdrawal credit that has been entered into allotments is then taken 
out at headquarters level on the ledgers and the account reflects only 
the use of appropriated dollars. 

In order, then, to get a true picture of funds used and required in 
1954 as against those estimated for 1955, it was believed necessary to 
show this table on page 6 to indicate the amount of funds called with- 
drawal credit that had been necessary to add to the 1954 appropria- 
tion in order to do business under this concept. 

Mr. WiacteswortH. Do I understand that included within the total 
appropriation of $195 million for the current fiscal year there were 
items aggregating $7 million to which you have just referred under 
the heading of withdrawal credit ? 

General Suovp. No, sir. There were actually no funds appropri- 
ated for this purpose. This is simply a method of making dollars 
available in order that we can do business under the processes set. up 
for operation of a stock fund. 

Mr. Wieateswortn. Off the record. 

(Discussion off the record.) 


ESTIMATED OBLIGATIONS ON COMPARABLE BASIS 


General SHovp. I would like to put on the record here, sir. that 
although our revised net estimate of obligations for 1954 is $165,- 
500,000 against a request of $176,700.000 for 1955. in order to make 
a comparative figure, the $7 million of withdrawal credit which was 
used in 1954 must be subtracted from the $176,700.000. In addition, 
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there is one other item of $10 million. I would like to speak off the 
record. 

Discussion off the record.) 

reneral SuHour. On the record I want to say that our net estimate, 
with the $17 million difference for comparative purposes, amounts to 
$159,700,000. 

Mr. Wiceiesworrn. Well, we have had several figures for the pur- 
pose of comparison here. I understand you now to say that if we 
take the figures on a comparable basis as between the appropriation 
request for 1955 on the one hand and the estimated obligations for 
the current year on the other hand, there should be reflected a reduc- 
tion of about $6 million; is that right ? 

General Soup. That is correct, sir. 

Mr. Sueprarp. Off the record. 

(Discussion off the record.) 

Mr. Suerrarp. Thank you very much, Mr. Chairman. 

Mr. Wiccieswortn. To state the thing in a little different terms, 
as I understand it, if we take the estimated obligations for 1954 ap- 
pearing in the budget of $179,705,000, we should deduct from that 
figure around $14 million in view of the increased savings that you 
now contemplate, which gives us roughly $165 million; then we add 
$7 million reflected for withdrawal credit in 1954, to put it on a con- 
sumption basis, which gives us a figure for estimated usage in 1954 of 
$172 million. 

If, in respect to 1955, we take the estimate of $176,700,000 appearing 
in the budget and deduct the item of $10 million, which you have re- 
ferred to and which is in effect a new item, that leaves us an overall 
—_ of $166 million for 1955, showing a reduction of around $6 
million. 

General SHour. That is correct, sir. 

Mr. Wiccieswortn. Can you give us a breakdown of your estimated 
unobligated funds as of June 30, 1954? 

General SHovur. Yes, sir. I submit a statement. 

Mr. Wiceteswortn. Off the record. 

(Discussion off the record.) 

Mr. Wiccieswortn. General, could you take this table at page 4 
of the justifications and give us a revised edition in the light of the 
statements just made so that the $179 million under fiscal year 1954 
will come down to $165 million, by item, and then reflect the $7 mil- 
lion withdrawal credit below that which gives a total of $172 million, 
and similarly show the reduction of the $10 million in the proper items 
under fiscal 1955, bringing the total down to $166,700,000 and the cor- 
responding changes in the total difference in 1955 as compared with 
1954? 

General Suour. Yes,sir. We will revise the table that way, sir. 

(The table referred to is as follows :) 
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Marine Corps troops and facilities 


[Additional information relating to p. 4 of the budget submission book] 


Difference 1955 


Number and budget activity Fiscal year | Fiscal year | compared with 
1954 1955 
1. Forces and stations... _-------| 1 $134, 102, 400 1 $135, 950,000 | 
| —17,619,900 | § —9, 500,000 | 
|_*-+5, 129, 932 
121, 612, 432 | 126,450,000 | +$4, 837, 568 
2. General expenses, Marine Corps personnel... -._.___. 1 11, 237, 000 | “ea 9, 500, 000 
2 —2, 508, 000 | 3 000 
4 +1, 163, 351 | 
9, 892, 351 | 9, 000, 000 —892, 351 
3. Transportation of things. 1 19, 501,000 15, 638, 000 
26, 293, 000 | 15, 638,000 | = —10, 655,000 
| 4 +428, 132 | 
| 4, 384, 132 | 5, 271, 000 | +886, 868 
5. Research and 12,000,000 | 1 2, 000, 000 
1 21, 000 1 21,000 
2 +20, 000 
| 
460,000 | 579,000 | +119, 000 
8. Departmental 17, 391, 600 741, 000 |. 
2 —82, 100 
7, 316, 626 | 7, 741, 000 | 4-424, 374 
2 ~14, 054,000 | —10,000,000 
4 +6, 328, 541 
171,979,541 | 466, 700, 000 | —5, 279, 541 


1 As printed on p. 4 of the budget submission book. 

2 Estimated savings. 

3 Item which, on a comparison basis, is not included in fiscal year 1954. 
‘ Actual obligation of withdrawal credit. 


Mr. Wicc.eswortu. The fact is that you hope to realize about $14 
million in savings more than you anticipated at the time these budget 
tables were prepared ? 

General Suovr, That is correct, sir. 

Admiral CLexron. Are we not really going to compare $172 million 
with $166 million when we end up and spread it by activity and then 
ive the minuses after each one? The amount of funds requested of 

ongress for the appropriation “Marine Corps Troops and Facilities” 
is of coure $176,700,000. 

Mr. Wigeteswortn. That is right. 

This item seems to be broken down into 8 budget activities, the 
first of which is entitled “Forces and Stations,” dealt with at pages 
8 to 18 of the justifications. 


Forces anp 


The first budget activity is entitled “Forces and Stations” for which 
there is a request of $135,950,000, or a decrease of $3,328,100 as com- 
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pared to the current fiscal year. This, in turn, is broken down into 
5 projects, 4 of which reflect decreases and 1 of which reflects a sub- 
stantial increase. 

For “Equipment and spare parts for repair and overhaul” the re- 

uest is for $38,240,000, a decrease of roughly $2,391,000. It is stated 
that the project provides equipment and spare parts for repair and 
overhaul of ordnance, electronics, vehicles and railroad, construction 
and heavy materials handling equipment. Are the items to be over- 
hauled more or less than in the current fiscal year? How did you 
arrive at this figure? You have given us general language in respect 
to ordnance, electronics, vehicles and railroad, construction and heavy 
materials handling equipment, but I do not see any figures. 

General Hitz. We went into detail, sir, under each of the items 
enumerated on pages 8 and 9. Under “Ordnance” the estimate of the 
requirement for funds was based on previous year’s experience in 
the light of present and expected commitments for 1955, in full 
consideration of material on hand, on order, and funded with fiseal 
year 1954 funds. 

On “Vehicles” the estimate is based on fiscal year 1953 and prior 
year’s experience. This estimate supports the M-series vehicles, being 
a new type introduced into the Marine Corps in 1952, which range 
from new to approximately 1 year in age. Maintenance costs were 
reduced by two-thirds in the use of these vehicles in contrast to the 
World War II type, which range from 6 to 9 years in age. An analysis 
of repair items for World War IT type vehicles and the M-series 
demonstrated that parts for the latter cost, at present-day prices, 
9.2 times more than similar parts for the former type. 

Mr. Wrecteswortn. That is the initial cost? 

General Hr. Of spare parts. 

Mr. Wicerrsworrtn. It isnot maintenance or overhaul ? 

General Hix. The repair items that go into overhaul. 

Mr. Wrectrswortu. It is the cost of the items; it is not the cost of 
overhauling? 

General Hii. No, sir. If you would like a breakdown on each of 
those items I can give you that. 

Mr. Wiaerrswortn. I do not want too much detail, but generally 
speaking is the number of items to be maintained and overhauled here 
less in 1955 than 1954, or what does this reduction reflect? Is it 
a decrease in the number of items or a decrease in the cost of over- 
hanling? What is the explanation? 

General Hiiu. Mainly the explanation is this: There is an increase in 
the number of items but it is new equipment. The bulk of the equip- 
ment this vear and last year was old equipment. So we estimate that 
the cost of the spare parts to go into the repair, maintenance, and 
overhan] will be less. It will increase as the items get old. 

Mr. Wiectrswortn. I notice in respect to diesel electric locomotives 
you say you are now overhauling them about once every 3 years and 
that the average cost of a major overhaul is about $25,000 per loco- 
motive. How does that compare with previous experience? 

General Hix. That is the previous experience. 

Mr. Wiectrswortu. There is no change? 

General Hix. No, sir. 
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Mr. Wiccreswortu. Is the figure of $38,240,000 arrived at on the 
basis of a specific number of items in each of 4 categories, for which 
you have detailed computations ? 

General Hitz. Yes, sir. 

Mr. Wiccieswortu. Project 1B, “Maintenance and operation of 
stations,” calls for $59,439,000, or an increase of $2,781,503. Why this 
increase 

General Hitx. It is covered on pages 12, 13, and 14. 

At Albany, Ga., only a few structures were in existence for main- 
tenance in 1953. In 1955, approximately 414 million square feet of 
permanent buildings must be maintained. 

Another new post is at Twentynine Palms, Calif., which did not 
exist in 1953, and there consideration has been given to the type of 
construction in determining an estimate for maintenance. 

Pickel Meadows, Calif., with its rigorous climate and temporary- 
type construction, will be maintained for cold-weather training. 

here are four Marine barracks (Long Beach, Newport, San Juan, 
and Rodman) which have just been turned over to the management 
control of the Marine Corps and past maintenance cost experience 
figures are not available. The estimated costs are based on plant ac- 
count valuations and maintenance costs of activities of similar size 
and type. 

Mr. Ae, How many stations does this maintenance and 
operation item apply to? 

Colonel Rogerrson. It applies to about 42 stations; 37 activities 
are wholly supported by the Marine Corps, 5 air activities are partially 


supported by the Marine Corps, and 45 minor detachments are sup- 
orted in small part by the Marine Corps from the funds provided 
y this project. 


COMPARABLE MAINTENANCE COSTS BY STATION 


Mr. Wiccieswortu. Do you have a breakdown of the maintenance 
and operation cost by station for 1953, 1954, and 1955? 

Colonel Roserrson. Yes, sir. The breakdown is by category of 
items serviced and then by station under that. 

Mr. Wiceieswortn. You do not have an overall statement that 
shows comparative costs by year? 

Colonel Rosertson. No, sir; I do not. I have an overall summary 
of 1953 costs by stations. 

Mr. Wiceteswortnu. Off the record. 

(Discussion off the record.) 

Mr. Wiceieswortu. When you revise your remarks I wish you 
would furnish for the committee an overall statement that will show 
the amount actually expended in fiscal 1953 and estimated for 1954 
and requested for 1955, in 3 columns, for each 1 of the 42 stations, 
so that we can get an overall picture. 

Colonel Rosertson. Yes, sir. 

(The information requested is as follows :) 

This table includes that rent, labor, and material, which is budgeted for under 
project 1B, which is strictly the maintenance field. It is desired to point out 
that other elements of expense of operation and administration of an activity 
are not included. Examples of expenses not included are toilet paper, brooms, 
mops, galley equipment, machinery, ice, fuel, railroad equipment, and similar 
items which are included within other projects of the Marine Corps budget. 
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In this latter connection the Marine Corps is in the process of devising account- 
ing procedures to become effective July 1, 1954, which will produce the complete 
costs of all phases of each station’s operation. Future budgets will be submitted 
in that format. 


+ Fiscal year 


Fiseal year 
Activity 1953 1955 


HqBn, HQMC, Henderson Hall 
Fleet Marine Force: 


255, 574 


58, 860 
MC B, Camp ‘Lejeune, N } i 11, 908, 196 
MCB, Cc Pendleton, Calif. 8, 916,175 
MB, sth and I Sts 146, 174 
MCDs5, Albany, Ga_. 1, O44, 140 
5, 147, 343 

| 4, 385, 570 


MCDS, Phils adelphia, 
MC Ds: San Francisco, Calif 
MCFD, Portsmouth, 1, 601, 501 
MCS, Quantico, Va... | 5, 368, 4! , 539, 606 
ae RD, San Diego, Calif 
CTC, Twentynine Palms, Calif 
TC, Pickel Meadows, Calif 
MB, U SNB, Boston, Mass. 
MB: USNB. Bremerton, Wash 
MB, USNB, Brooklyn, N. Y 
MB, USNB, Charleston, 8.c 
MB; USNB; Guantanamo Bay, Cuba 
MB, USNB, Key West, Fla 
MB: USNB, Long Beach, Calif 
MB, USNB, Mare Island, Calif 
MB, USNB, Newport i. 
MB, USNB, Norfolk, 
, USNB, Pearl 
ISNB, Philadelphia, Pa 
jane, Portsmouth, N. H 
sYD , Portsmouth, Va 
Juan, PLR 
MB, N. D., Rodman, C, Z. 
MB, NA, Nav Gun Factory, Washington, 
Headc uarters, Department of Pacific. . 
ens | Forces Publie Information Office, New York, N. 
Marine Corps Disbursing Office, Norfolk area 
45 minor facilities such as: Marine detachments, ete 
A Marine Division 
Cherry Point, N. C_. 
El Toro, Santa Ana, Calif 
Kaneohe, T. H 
Miami, Fla 
Santa Ana, Calif 


61, 927, 599 | 56, 360, 049 


EQUIPMENT AND SUPPLIES 


Mr. Wiceteswortu. Project No. 1C, and supplies,” calls 
for $32,771,000. That is a reduction of $3,218,220. What is the story 
on that? 

General Hitt. This project is for the procurement of items other 
than items of major procurement as follows 

Military equipment and supplies, such as canvas and tentage, indi- 
vidual field equipment—packs, cartridge belts, helmets, and so forth— 
chemical defense equipment, aerial drop equipment, photographic 
equipment and canton and so forth. 

Machinery, tools, and other equipment, including portable and non- 
portable power and hand-operated tools, nonmotorized warehousing 
equipment, and fire-fighting equipment, nonmotorized. 

Camp and garrison supplies o general cocoa ow! nature, such as 
cleaning supplies, messha!l and galley supplies, office equipment and 
supplies, bedding, and packing and crating material other than for 
household effects. 


265, 274 
| 
195, 150 
45, 240 
| 9, 743, 476 
7, 275, 966 x 
174, 794 
4, 138, 042 
4, 983, 613 
4, 475, 050 
722, 317 
9, 391, 977 
4, 485, 965 : 
4, 186, 053 ; 
2, 312, 956 } 
973, 425 i 
49, 175 
14, 873 
28, 920 
42, 458 
28,770 
164, 506 
8, 741 
| 28, 010 : 
49, 259 
| 32, 190 
12, 230 
220, 007 
85, 360 
23, 100 ! 
28° 950 
10, 850 | 
| 17, 730 
24, 060 
20, 075 
8. 720° 
3, 925 
113, 500 ; 
.| 4, 194, 923 x 
403, 522 
309, 422 : 
45, 820 
92, 345 j 
8, 201 
: 
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Procurement and maintenance of other equipment, such as bunks, 
lockers, mess, galley, and scullery equipment, electric fans, water 
coolers, ice cream making equipment, air-conditioning equipment, floor 
buffers, refrigeration equipment, railroad trackage, and so forth. 

Fuels and lubricants for operation of stations and training of Marine 
Corps troops including rs wy liquefied petroleum, gas, fuel oil, elec- 
tricity, coal, and so forth. 

Items for test. 

Other items including band instruments and accessories, punch card 
accounting equipment, including related supplies. 

The estimate, generally, is based on actual expenses in prior years, 
issue history including replacements, new requirements, lead time, stock 
levels, and reduction of initial equipment deficiencies—plus or minus 
an adjustment for authorized peacetime levels of supplies—with due 
consideration having been given to the number, location, and planned 
activity of the troops to be supported. 

The estimate for maintenance of railroad trackage is based on past 
expenses and continued annual requirements for maintenance of 
active railroad trackage in a safe, operable condition. 

In estimating the requirements for fuel, provision has been made 
for keeping all available fuel storage tanks filled at all times and for 
a reserve supply of coal at major stations in the event of strikes, trans- 

ortation lapses, inclement weather, and so forth. The coal reserve 
1s established at a 1 year’s supply or a maximum storage capacity if 
less than a 1 year’s supply. Fuel in storage tanks represents operat- 
ing stocks only. Also included are the initial and training require- 
ments for fuel for Fleet Marine Force units in the United States and 
the training requirements for such Fleet Marine Force units as are 
stationed in the Hawaiian area. The established unit prices are based 
on the weighted average costs throughout the Marine Corps during 
fiscal year 1953. 


OBLIGATION AS OF DECEMBER 31, 1953 


Mr. WiccieswortH. You say the estimate is based on actual ex- 
penses in prior years, but of course there is a falling off here from $44 
million in 1953 to $36 million in 1954 to $32.7 million in 1955. What 
is the actual obligations figure as of December 31? 

General Suovur. Obligations through December 31 under project 
1C, “Equipment and supplies,” are $11,734,335, and withdrawal credit 
of $3,468,255. 

Mr. Wicerteswortu. And yet you estimate for the 12 months $35.9 
million and you are requesting $32.7 million for fiscal 1955. 

General Sour. $4,081,601 of 1954’s estimate is a part of the total 
savings discussed previously. 

Mr. Wiceteswortn. Well, you just told us you had $11.7 million 
obligations as of December 31. 

General Suovur. In addition, the commitments are over $6 million. 

Mr. WiceteswortH. Commitments to the Army? What are those 
commitments? 

General Suour. Many different purchasing places. 

General Hitt. Our commitments are in every field, water, gas, 
electricity, rentals, and the like. 
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Mr. Wicc.eswortu. It was just testified there were $11.7 million 
obligations for project 1C as of December 31. A request for $32.7 
million for 12 months in 1955 would seem very much out of line with 
that obligation figure. Now I understand it is suggested that, in ad- 
dition to obligations, there are commitments as of December 31 which 
should be taken into consideration. Is that correct ? 

General Hitz. Yes, sir. 

Mr. Wice.esworru. How firm are those commitments? Are they 
similar to the commitments we discussed yesterday as placed with the 
Army ? 

General Hu. It covers military equipment, machinery and tools, 
camp and garrison supplies, maintenance of our housekeeping, and 
the like. 

Mr. WiceLeswortu. Why do you call them commitments and not 
obligations 

General Hit. We do not have a formal document to tell us there 
has been a meeting of the minds for a contract. In other words, we 
have something coming in from a light and power company. That is 
at a given rate. We have water coming in from different places. 
That would be at a metered rate. 

Colonel Roverrson. An example would be an item advertised for 
bid but a contract has not yet been let. It is not an obligation until 
the contract is signed. 

Mr. Suepparp. It is a commitment on your books until such time 
as the contract is signed. 

Colonel Rozserrson. That is correct. 

Mr. Wiceteswortn. Off the record. 

(Discussion off the record.) 

Mr. Wiacieswortn. Are the $6 million worth of commitments, as 
en cal them, subject to modification or termination by the Marine 

‘orps? 

Daal Hit. Yes, sir; but we would weigh very carefully before 
we make a commitment that that commitment is an actual requirement 
for our operation. 

Mr. Wiceteswortn. Has there been any lag in respect to project 1C? 

General Hitt. On some items there has, sir, and on others there has 
not. 

Mr. Wicairswortn. What is the overall lag figure, if you can use 
that expression, as of some current date? 

General Hit. On our commercial contracts we have a reasonable 
procurement time on, I would say in that case there is no time lag. 
On certain items for our single-service procurement there is some time 
lag. However, the money must be available when we buy from a stock 
fund so there is no lag on that if it is in stock. If we have to procure 
it there would be some time limit. But on our own procurement, local 
purchases by the staffs, there is practically no lag. 


CARE AND PRESERVATION OF AMMUNITION 


Mr. Wiaecteswortn. Project 1D, “Care and preservation of ammu- 
nition,” calls for $2 million. That is the same amount you had for 
the current fiscal year, and I see you say it is impossible to estimate 
accurately in advance the quantity and type that will require renova- 
tion and rework. You say: 
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The amount of $2 million is requested to continue the necessary rework pro- 
grams which will render “suspended” ammunition serviceable at a cost less than 
procurement of new ammunition. 

Do you have an obligation figure for this item and an expenditure 
figure as of December 31? 

General Suovr. The obligation through December 31 for 1D, “Care 
and preservation of ammunition,” is $42,241. Expenditures under 
the same project for the same period, zero dollars. 

Mr. WiceieswortH. And why do you estimate that you are going 
to obligate $2 million in fiscal 1954? 

Major SuHenavut. The money which we have committed on a docu- 
ment to the Army or the Navy who actually performs such work 
amounts to $1.5 million, approximately, at this time. 

Mr. Wiceiesworrn. In other words, you have told the Army and 
Navy you want $1.5 million worth of ammunition reworked but to 
date there is only a firm obligation of $42,000 and no money has been 
expended ? 

yeneral SHour. And there are in addition commitments of $569,313. 

Mr. Wicetesworrn. Off the record. 

(Discussion off the record.) 

Mr. WiceieswortH. General, I understand the obligations on De- 
cember 31 amounted to about $42,000, and that the expenditure figure 
as of that date was zero, but that there are in addition to that what you 
call commitments to the extent of about $569,000. What are those 
commitments ? 

General Suovr. The figures I gave you are the figures reported on 
the accounting ledger for this project. They are the planned use of 
the money as of December 31. 

Mr. WiccteswortH. In other words, they have been requested to 
rework ammunition for you to that extent? 

General Suovur. Yes, sir. Up to that date the plans and the com- 
mitment of funds to execute those plans was $569,313 and there had 
been obligated $42,241 in addition. 

Mr. WiaeieswortH. To whom are the commitments made? 

Major SHenavt. The commitments are made either to the Army 
Ordnance Corps or to the Navy Bureau of Ordnance. The Marine 
Corps performs none of this work. Most of the commitments are to 
the Army Ordnance Corps. 

Mr. Wiceteswortn. When do you expect to have to meet them? 

Major Suenavr. The funds committed, sir, are required generally 
for two things: procurement by the agency performing the work of 
the new elements of the ammunition which must be replaced, elements 
no longer serviceable. Those commitments should be met—usually 
our experience is about 6 months. 

The other elements of cost, labor, the labor costs so far as I know 
are billed upon the completion of the project. 

General The difference between General Shoup’s figure 


and yours, Major Shenaut, is the orders which have been given during 
the past 2 months? 
ajor SHenavt. That is correct. 
General Sueruerp. In other words, General Shoup’s figure was as 
of December 31 and Major Shenaut’s is as of the 1st of March. 
(Off the record discussion.) 


350 


Mr. Osrerrac. As I understand it, against the $2 million you had 
in fiscal year 1954, December 31, there were outstanding obligations of 
about $42,000; the expenditure figure was zero. In addition to that, 
the so-called commitments in the amount of $569,313 is applied. 

So the amount of $569,313 should be taken into consideration. The 
$2 million requested for 1955 is simply an identical request to the 
= you anticipate obligating during fiscal year 1954; is that 
right 

General Snour. That is correct. 


TRAVEL 


Mr. Wiccteswortn. For temporary additional duty travel, there is 
a request of $3,500,000, or a decrease as compared with the current 
fiscal year of $500,000. Do you have the obligation figures for that as 
of December 31? 

General Suour. The obligations through December 31, 1953, proj- 
ect I-E which is the station, $1,690,639. 

Mr. Osrertac. Will you have an unexpended balance as of the end 
of this fiescal year ? 

General Suovur. We estimate $175 in that category. 

General Sueruerp. We have already had to reduce the travel to 
stay within the budget for this quarter. 

Mr. WieeieswortH. You must contemplate a rather substantial in- 
crease in the second half of the fiscal year if you are going to use all 
of that $4 million. 

General SHeruerD. Will you comment on the anticipated travel in 
respect of the last half of the year, Colonel Turton ? 

Jolonel Turton. Howard J. Turton, head Detail Branch, Personnel 
Department. 

Mr. Chairman, we contemplate that our travel during the remainder 
of this fiscal year, that is, the travel from December 31 to the remainder 
of the fiscal year, will amount to approximately $1,300,000. 

Mr. Wiaeiesworru. That should leave you—you had $1,690,000 
for the first 6 months, which would give you a total of approximately 
$3 million, which should leave you about $1 million, 

General Suernerp. $1.69 million and about $300,000 of commit- 
ments for the first 6 months. 

General Snouv. The total figures include the recorded obligations 
and commitments for $1,964,682. 

Mr. Wicereswortu. As of what date? 

General Suour. At December 31. 

Mr. Wiceteswortu. Leaving about a million dollars over. 

Tn addition to what you call obligations, there are $200,000 com- 
mitments xs of December 31, bringing the figures, including commit- 
ments, up to $1.9 million. What are the commitment figures for 
temporary additional duty travel? 

Mr. Hearn. Commissioned Warrant Officer Benjamin F. Hearn, 
Head, Correspondence Section, Personnel Department. 

Commitments, sir, are made—rather, the obligations are made, at 
the time the orders are issued, and official travel is performed ; then we 
obligate those funds and that is the amount that has been committed. 

Mr. Wiacteswortu. What I am trying to do is to keep the dis- 
tinction clear. First you gave us a clear-cut $1.6 million for obliga- 
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tions, and then told us the figure should be $1.9 million, or there- 
abouts, including commitments, and I would like to know what are 
the commitments in this particular field. It is not clear to me what 
they are. 

Mr. Hearn. The minute the order is written the commitment is 
made: somebody would be ordered to school or to training, or for 
any other temporary additional duty for general administration. 
The commitment is made at that time. 

Mr. Wiccresworrn. It is really an obligation, is it not? 

Mr. Hearn. Yes. 

Mr. Wiccieswortnu. Then why is it not included in the figure given 
for obligations? 

Colonel Turron. Mr. Chairman, by actual statistics, we have main- 
tained, I have the figures here, which refer to the actual obligations; 
that is, the orders actually written which, up to and including Jan- 
uary 31, give the figure of $2,112,395.74. 

General SHour. May I speak off the record for a moment? 

Mr. Wiacteswortu. Certainly. 

(Off the record discussion. ) 

Mr. Wiccteswortn. From what has been said off the record, I 
understand it is necessary to take into consideration not only what 
the Marine Corps classifies as obligations, but also, in addition to 
that, what is carried on its books as commitments, under these differ- 
ent items, such as allotments to the commanders in the field for travel, 
which may or may not be utilized. 

I further understand that if commitments, as of December 31 are 
included, obligations and commitments under project 1—E, an amount 
of about $1,900,000; is that correct ? 

General Suovr. That is correct. 

Mr. Wiceieswortu. And of that total, $1,690,000 was actually ob- 
ligated ; is that correct ? 

General Suour. That is correct. 

Mr. WiccteswortH. When, in the normal course of events, would 
the balance become obligated ? 

Colonel Turton. I would say, in the normal course of events, the 
remaining amount of the $1,964,000 which is represented by com- 
mitments, would become obligated within the matter of 30 to 60 days. 

(Off the record discussion. ) 

Mr. Wiacieswortn. Are there any questions on budget activity 
No. 1, Mr. Ostertag, pages 9 to 18 of the committee print? 


STOCK FUND 


Mr. Osrertac. General, I would like to return to the subject of the 
stock fund and the stock fund withdrawal credits in order that I may 
have a little clearer picture of the figures involved and the procedure 
followed. 

In fiscal year 1955, the appropriation amounted to $195 million; is 
that correct ? 

General Sour. That is correct. 

Mr. Ostertac. Under all of the budget activities, it was estimated 
that expenditures would be £186,705,000; is that correct ? 

General Suovp. In 1954, that is correct. 


43811—54——_23 


352 


Mr. Osrerrac. That is the estimated obligations for fiscal year 1954 ¢ 

General Suour. Yes. 

Mr. Osrertac. Therefore, the difference between the appropriation 
and your estimated expenditures amounts to $9,195,000. Now, along- 
side of the $186,705,000, the estimated expenditures, you have a column 
of $7 million for withdrawal credits. That, added to the $179,705,000 
totals $186,705,000. Which column actually reflects the expenditures, 
the $179,705,000 or the $186,705,000 ? 

General Suovr. In the 1954 column the estimated obligations of 
funds appropriated for use in 1954 are shown by budget. activity. 

The withdrawal credit column represents the amount of dollars, in 
addition to that appropriated for fiscal year 1954, which were required 
in order that we could meet the demands of the operations of a stock 
fund. The total estimate, 1954, shown in column 3 is prepared simply 
to give the comparative figures of the requirements in 1955 against the 
1954 actual requirements. 

Mr. Osrerrac. In other words, the total expenditures will be $186- 
million-plus, so that the amount, $7 million, will be to reimburse the 
stock fund ; is that correct? 

General Suour. It is not correct. 

Mr. Osrerrac. What is the $7 million for? 

General Suoup. The $7 million—— 

Mr. Osrerrac. You had to pay the stock fund that much money; 
is that correct? 

General Suovur. No. It is a credit by which we actually reduce 
inventory. 

Without the use of appropriated funds. The $7 million does not 
represent an appropriated dollar, or any other kind of actual dollar, 
except to meet a requirement of doing business under stock fund 
processes. It will never be paid to anybody anyplace. 

It is a bookkeeping transaction. 


ESTIMATED SAVINGS 


Mr. Osrertac. Under the heading of the table of “Amount avail- 
able for obligation”, you have an amount of $4,831,000; that is shown 
in the green sheets. 

General Suovur. Yes. 

Mr. Osrerrac. Under column, 1954—so in 1954, you had $195 
million appropriated, less $10 million for retired pay, Department of 
Defense, plus reimbursement from other accounts, $4.5 million, for a 
total of $189,561,290; then you deduct unobligated balance, estimated 
savings, of $4,831,000. Is that correct ? 

General Suour. That is correct. 

Mr. Osrerrac. Where were these savings made, General ? 

General Suour. I would like to point out that this figure of esti- 
mated savings of $4,831,000, was the estimate we made in the middle 
of December. As we have discussed here this morning our estimate of 
saving as of this date amounts to about $19 million. The exact area 
from which these savings are expected are contained in the table which 
has been submitted to the chairman. 

Mr. Osrerrac. Does that $19 million figure indicate where the addi- 
tional savings can and will be made? 

General Suovup. It does, sir, by activities and projects. 
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Mr. Osverrac. There appears to be a difference of approximately 
$14,169,000 between the $19 million which you show can iy saved, and 
the $4,831,300 which is actually deducted from the current obligations 
for fiscal year 1954. What happens to that $14,169,000? 

General Suour. That $14,169,000, in accordance with our plans 
today, will be available for administrative reappropriation in sub- 
sequent years. 

Mr. Osverrac. Is that taken into account in your budget figures for 
fiscal year 1955? 

General Suovur. No, not in this submission. But, as the chairman 
has directed, we will prepare a table which will show this additional 
estimated savings which has come about since the submission of the 
green sheets. 

Mr. Osrerrac. Does that mean, then, that your figure for 1955 can 
be reduced by $14 million or more ¢ 

General Suovur. No. 

Mr. Osrerrac. What is the relationship to the budget for 1955 and 
the $14 million estimated saving? 

General Suovr. The only relationship, as far as availability is con- 
cerned, is that the additional $14 million over and above the original 
$4,800,000 estimated savings will not be required by the Marine Corps 
for obligation in 1954. The authority to obligate those funds then 
lapses on June 30, 1954. 

General Srerarp. 'The money goes back to the Treasury. 

Mr. Osterrac. Reverts to the Treasury ? 

General Suovr. It is available for reappropriation. 

Mr. Osterrac. For reappropriation / 

General Suovur. Yes. 

Mr. Ostertac. In other words, you had, instead of $4.8 million too 
much, you had $19 million too much, in fiscal year 1954? 

General SnHour. That is our present estimate, yes. 

General Suerarp. May I add that this is a saving that will be ef- 
fected. I mean that when we put in the request for funds it was not 
an estimate of the money that we expected to have left. We have 
carried out the idea of economy and savings wherever we can and as a 
result of that idea we have been able to save that much money. 

Mr. Ostertrac. General, I agree with you; I think it reflects effi- 
ciency and economy and I do not believe it to be to your discredit in 
coming back to the Congress with a balance of unexpended funds, 
and I commend you for it. 


AFTERNOON SESSION 


Mr. Wicereswortu. The committee will come to order, and Mr. 
Ostertag will continue with the witness. 


OBLIGATIONS 


Mr. Osrerrac. General, referring once again to the green sheet 
covering the amounts available for obligation, it is not “quite clear 
to me when you show the total available for obligation as being $189 
million and then subtract $4,831,000, leaving obligations incurred 
totaling $184,730,000, 
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I believe you pointed out that there will be approximately $19 mil- 
lion unobligated and unexpended. Why was that amount not deducted 
rather than the $4,831,000 ¢ 

General Suovur. The reason, sir, is that this particular figure was 
our estimate when the sheets in this submission were prepared. 

It was some 3 months prior to this time. The new estimate of sav- 
no of approximately $19 million is as of now. 

r. OstertaG. Approaching the question from another angle, the 
total appropriation for the fiscal year 1954 amounted to $195 million, 
and at the foot of your estimates for 1954 you show $184,266,000. 
Does that mean that there will be an additional difference as between 
the $184 million and $195 million unexpended and available? 

General Suour. The figure that you give of $184,266,000 would, 
with the new estimate of savings, read about $170 million. In other 
words, $14 million less than it now does. 

Mr. OsrertaG. Under your justifications in the summary of obliga- 
tions by budget activity, on page 4, you show under budget activity 
No. 1, $182 million obligations in 1953; the estimate for the fiscal year 
1954 is $134 million, and the estimate for the fiscal year 1955 is 
$135,950,000. The difference between 1955, as compared with 1954, 
as shown under this budget activity No. 1, entitled, “Forces and Sta- 
tions,” would be plus $1,847,600, yet on page 8, under budget activity 
No. 1, “Forces and stations,” in the total in the second column for the 
1954 estimate, instead of showing $134,102,000, it is shown there as 
$139,278,000. 

Can you explain, General, what that difference is? 

General SHovr. I can, sir, and if you will please turn to page 6 you 
will observe that we add to the 1954 estimate a withdrawal credit in 
the amount of $5,175,708. 

Mr. Ostertrac. That is where that withdrawal credit comes in and 
that is the difference? 

General Suour. Yes, sir; that was in order to make these figures 
comparative. 


CARE AND PRESERVATION OF AMMUNITION 


Mr. Osrerrac. Under project 1D, entitled, “Care and Preservation 
of Ammunition,” as I understand it, you estimate an expenditure of 
$2 million for the fiscal year 1955, which is the exact amount you esti- 
mated for the fiscal year 1954. 

To what extent, General, is this money used for material, services, 
— operations performed or carried out under the jurisdiction of the 

rmy? 

General SHour. Major Shenaut, do you have the percentage ? 

Major Suenavt. It is split between the Army and the Navy. The 
exact percentage I do not shag I would estimate that it would run 
60 percent for the Army and 40 percent for the Navy. 

Mr. Osrerrac. In other words, the Marine Corps in no way per- 
forms this function ? 

Major Suenavt. Yes, sir; that is correct. - 

Mr. Osterraa. It is practically a contract proposition between the 
Marine Corps and the Navy and the Army? 

Major Suenavr. That is correct. 
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Mr. OsrertaG. What is the basis or the principle behind such an 
arrangement! Why is it necessary for the Marine Corps to call upon 
one of the other services to cz urry out this function ¢ 

Major Suenavur. The performance of this work is of a highly 
hazardous nature and requires extensive facilities. 

Mr. Ostertac. Off the record. 

(Discussion off the record.) 

Major SHeNnavt. By that I mean, sir, that it is possible that while 
one of these shells is being worked on it might be detonated, unin- 
tentionally, because the elements of the fuse, for instance, have dete- 
riorated to the point where they are no longer serviceable. They 
either will not function at all, or they function prematurely, and 
therein lies the great danger, and if the shell were not normal, in 
handling the fuse might function and it would be hazardous. 

Mr. Osterrac. Is this a practical arrangement ? 

Major Suenavt. It is, sir, because the “Marine Corps has no facili- 
ties in which to perform this type of work. The Army, in the Ord- 
nance Corps, and the Navy in the Bureau of Ordnance each have 
existing facilities of this type, and the small amount of work which 
the Marine Corps requires can more economically be done by one of 
those services than could the Marine Corps do the work by establishing 
the facilities which are required to perform the work itself. 

Mr. Ostertac. As I understand it, this is primarily a project which 
deals with the renovation and the reworking of ammunition which 
becomes deteriorated with time, or for other reasons, an operation to 
bring it back to modern usefulness. Is that the purpose of the 
project ? 

Major SuHenavt. Yes, sir. 

Mr. Ostertac. Due to the fact that you make your request in round 
figures, that is, in the amount of an even $2 million each year, it leads 
me to feel that it is rather difficult for the Marine Corps to have any 
information or knowledge as to what this operation is going to cost. 

Major Suenavt. It is impossible, sir, to predict in advance what 
ammunition may require reworking in a given period of time in the 
future. 

The fact that it requires renovation and reworking becomes known 
to us only by surveillance tests which are continually run on the am- 
munition, and the possibility of malfunctioning of the ammunition 
during a training operation. 

Since there is no starting point from which to estimate what par- 
ticular types or what particular lots of ammunition will require reno- 
vation at a future time, all we have been able to base our estimate on 
is past experience from a dollar requirement point of view. 


UNEXPENDED BALANCE 


Mr. Ostertac. Do you have records which would indicate the bal- 
ance, the unexpended balance, as you entered the fiscal year 1954 for 
this item ? 

General SHovr. I do not believe we have that, sir. We could 
furnish it for the record. 

Mr. Ostertac. If you can, will you furnish it at this point in the 
record ? 

General Suovr. Yes, sir. 
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(The matter referred to is as follows :) 


The unexpended balance in project 10 “Care and preservation of ammunition” 
on June 30, 1953, $7,493,670.74. 

Mr. Osrerrac. In that connection I note that in 1953, $10,414,000 
was appropriated—I doubt that it was all obligated—for the care 
and preservation of ammunition. Can you explain that? 

General Hix. I can answer that, Mr. Ostertag. 

The appropriation set up in 1953 was $8 million. We regained ap- 
proximately $30 million worth of ammunition by the use of this $10 
million. We estimated for an appropriation of $8 million that we 
would regain $28 million worth of ammunition. Instead, those are 
the actual obligations for 1953. 

Mr. Osrertag. How could you get $10 million out of $8 million? 

General Hitt. Moving from one to the other in budget activity 
No. 1. 

Mr. Ostertac. By the transfer of funds? 

General Hix. Yes, sir. 


TEMPORARY ADDITIONAL DUTY TRAVEL 


Mr. Osrertac. Under the heading of “Temporary additional duty 
travel,” do you have information which would indicate your un- 
onpeeene a as you enter the fiscal year 1954? 

eneral SHour. The unpaid obligations in 1953 carried over into 
1954 were $1,275,477. 

Mr. Osrertac. Are you referring to obligations carried over, un- 
paid obligations? 

General Suovr. Yes, sir. 

Mr. Osrertac. Have you a record of any unexpended, unobligated 
funds, as of the start of the fiscal year 1954? 

General Suovur. We do not have it by that project, sir. 

Mr. Ostertac. You estimate expenditures or obligations at $3,500,- 
000 for the fiscal year 1955. Your obligations, according to the in- 
formation you gave in response to Mr. Wigglesworth’s inquiry, as of 
December 21 amount to $1,964,000. Am I correct? 

General Suovpr. It is a combination of the commitments and obli- 

ations. 
Mr. Osrertrac. A combination of the commitments and obligations? 

General Snover. Yes, sir. 

Mr. Osrertac. And you estimate $1,300,000 more in commitments 
and obligations during the balance of the present fiscal year ? 

General Snour. That is correct, sir. 

Mr. Ostertac. Which would total $3,264,000 as the amount to be ob- 
ligated or committed, or used, during the current fiscal year out of a 
total of $4 million appropriated. Am I correct in that? 

General SHour. No, sir. 

Mr. Ostrertac. Where am I wrong? It is true, is it not, General, 
that $4 million was appropriated ? 

General Snuovp. Yes, sir. The estimate of obligation that was 
given in this morning’s testimony for the total fiscal year 1954 was 
$4 million. 

Mr. Osrerrac. In other words, the figures already given to the 
committee would indicate that there will be no unexpended, uncom- 
mitted, or unobligated funds brought over into the fiseal year 1955? 
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General SHour. Except as stated this morning, $175,000 is esti- 
mated to remain available at the end of this fiscal year. 

Mr. Osvertrag. That is all, Mr. Chairman. 

Mr. Wiceteswortn. Mr. Sheppard, do vou have any questions o 

Mr. W Mr. Sheppard, do vou have any questions on 
Budget Activity No. 1? 

Mr. Suerrarp. Yes, Mr. Chairman. 

Mr. Su Yes, Mr. Chairmar 


TRANSFER OF ACTIVITY TO MARINE CORPS 


With reference to page 5 of the justifications, which was commented 
on by General Hill this morning, what agency of the military previ- 
ously financed these Marine barracks now included in the Marine 
Corps budget ? 

General Hitt. The Navy, Bureau of Ships. 

Mr. Sueprarp. Directing this question to Captain Craighill, as Ad- 
miral Clexton is busy, do you know, from your review of the budget, 
whether or not a corresponding deduction was made from the 1955 
budget of the Bureau of Ships? 

Captain Craicuitn. They were. Yes, sir, those funds were de- 
ducted. 

Mr. Suerrarp. They were deducted ? 

Captain Craigui. Yes, sir. 


MARINE CORPS STOCK FUND 


Mr. Suerrarp. With reference to the stock fund, is the stock fund 
that we have under discussion for the Marine Corps patterned after 
the stock fund of the Navy functionally and operationally speaking? 

Admiral CLexton. Yes, sir. 

Mr. Suerparp. Does it include stocks at posts, camps, and stations, 
or just at major supply depots ? 

Admiral Ciexron. At major supply depots, and at posts, camps, 
and stations. 

Mr. Suerrarp. In other words, it is operating all inclusively just 
exactly as the Navy stock fund operates? 

Admiral Ciextron. Yes, sir, that is correct. 

Mr. Suerrarp. How much is the present capitalization, and is that 
all in stocks or stocks and cash, or whatever it may be? 

Lieutenant Colonel Farretiy. Our last financial statement was for 
the period ending December 31. The total liabilities and capital of 
the fund at December 31, 1953, were $378 million. 

Mr. Sueprarp. That was the total of what ? 

Lieutenant Colonel Farretiy. The total liabilities and capital of 
the fund. 

Mr. Suerrarp. What was your capitalization originally ? 

Lieutenant Colonel Farreiiy. $356,208,577 as of July 1, 1953. 

Mr. Suerrarp. What are the liabilities presently existing against 
your capitalization ? 

Lieutenant Colonel Farrevtiy. As of December 31 the present 
liabilities are accounts payable, $974,776, and withdrawal credit 
$32,971,459. 

Mr. Suerparp. Now, does that answer include the stocks and cash, 
or is that with specific reference to cash exclusively ? 
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Lieutenant Colonel Farretty. That statement was with reference 
to liabilities. My capitalization figure included cash. 

Mr. Suerrarp. Just cash? 

Lieutenant Colonel Farretty. Cash plus our other assets. 

Mr. Sueprarp. What is presently represented as stock, which is 
also a part of the assets? 

Lieutenant Colonel Farretiy. As of December 31, $301,161,942. 
In addition to that, considered as “Annual appropriations on order,” 
$16,902,295. 

Mr. Surrparp. Now, when this record comes down to you, in re- 
sponse to the interrogation which was directed to you, set it up in box 
form, will you, please, starting out with your capitalization and 
follow it in continuity right down so that it will be concise and 
compact in the record? Would you do that, please? 

Lieutenant Colonel Farreniy. Yes, sir. 

(The information requested is as follows :) 


Marine Corps stock fund comparative balance sheet as of July 1, 1953, and Dec. 31, 


53 
| July 1, 1953 Dec. 31, 1953 
ASSETS | 

<< $40,000, 000.00 | $58, 145, 955. 04 

Accounts receivable: 
Within Marine 0! 1(8, 379. 13) 
Inventory paid for, not taken 0; 1,901, 728. 21 
Inventories of materials and supplies.............-.-.-. 2. eee 276, 158, 577.03 | 301, 161, 942. 60 
Annual appropriations on order. 40, 050, 000.00 | 16, 902, 205. 63 
356, 208, 577.03 | 378, 269, 287. 72 
Accounts payable _..... 0 974, 776. 79 
Withdrawal credit. __ 40, 000,000.00 | 32, 971, 459. 42 
316, 208, 577. 03 344, 323, 051. 51 


1 Erroneous reporting of issues without reimbursement whereas reimbursement was effected. 
Mr. Suerprarp. Thank you very much. 


BALANCES IN APPROPRIATIONS 


Now, a general question. Due to the transitional situation with 
which the committee is confronted, and I myself am perhaps more hazy 
than others, out of the total funds that have been transferred into this 
function, made necessary, of course, by the orders for the change of 
bookkeeping and reporting thereon, what, if anything, is there avail- 
able in your past appropriations that is unexpended, unobligated, 
and uncommitted? What I am trying to establish is, how much 
money is made available here for the purpose of this committee to 
subtract, or deduct from your present sm omen if any? 

General Suovur. Mr. Sheppard, are you referring to the stock fund ? 


Mr. Suerrarp. No, my question is directed to your presentation 
that we have considered up to date. That is, in this transitional book- 
keeping that shows certain unobligated balances, versus certain com- 
mitments, when all of those transitions have taken place, how many 
dollars will be available that we could deduct out of your present 
presentation, money that is not going to be used ? 
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General Suour. It is estimated that there will be about $19 million 
in the 1954 troops and facilities appropriation that the Marine Corps 
will have no need of. 

Mr. Suerrarp. Would you have the ability between now and, per- 
haps, the time we close this portion of the hearings, to be accurate in 
a specific figure? 

General Suovur. I can make it specific, sir. As of this moment it is 
$19,117,240. 

Mr. Suerparp. For which the Marine Corps has no use during the 
present fiscal year under the budget which is presently being presented 
to the committee ¢ 

General Suovur. That is our present estimate, yes, sir; for the bal- 
ance of the fiscal year 1954. 

Mr. Sueprarp. That is all, Mr. Chairman. 


GENERAL Expenses, Martne Corrs PersoNNEL 


Mr. Wiccieswortu. Budget activity No. 2 is for “General expenses, 
Marine Corps personnel,” covering pages 19 to 24, inclusive, of the 
justifications. 

It is broken down into four projects, for an overall request for 
$9,500,000, or a reduction as compared with the current fiscal year 
of $3,407,164. 


RECRUITING EXPENSES 


Project 2A is for recruiting expenses, for which the request for 
1955 is $1,500,000, a reduction of $175,364. 

This request for recruiting expenses is said to be necessary to pro- 
vide funds to carry out the Marine Corps recruiting program for fiscal 
year 1955 with respect primarily to 594 Marine Corps activities pri- 
marily engaged in recruiting. Does that mean recruiting stations? 

Colonel Gamers. Colonel Games, head of the Recruiting Branch. 

The amount of money requested is divided into three general cate- 
gories. First applicants’ expenses; another one is operating expenses 
of the 500-odd stations which the chairman mentioned, and the third 
expense is our recruiting media. 

Mr. Wiceiesworrn. When you say 594 Marine Corps activities, 
does that mean 594 recruiting stations / 

Colonel Games. It means 45 recruiting stations, and 350 substations. 
That is a total of 395 recruiting stations. 

Mr. Wiaetesworru. What is the other activity? 

Colonel Games. ‘Those are all the stations we will maintain. 

Mr. Wiaetesworru. What are the other activities included in the 
total of 594 activities? 

Colonel Games. We have reduced that figure downward since it was 
submitted. That is the total number of recruiting stations and sub- 
stations we will operate next year. 

Mr. Wicctesworrn. You mean the figure in the justifications, 594, 
should read 395? 

Colonel Games. Yes, sir; under our current plan we have reduced 
that figure somewhat. 

Mr. Wiccrteswortu. How does that compare with the number of 
stations which you have been operating in the current fiscal year? 
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Colonel Games. We operated in the current fiscal year 467 stations 
on an average. The substations were activated and deactivated dur- 
ing the year as the potential of the areas increased and decreased. 

Mr. Wicatesworrn. I note that the justification says that the esti- 
mate for rent includes office space for 14 recruiting activities which 
have heretofore occupied rent-free space. What is the explanation 
of that ? 

Colonel Games. General Services, as in the past, this year forced 
us to move from Government space into space that we had to rent. 
We are anticipating further moves of that kind in the fiscal year 1955. 
However, the total amount of money involved in this for total rents 
amounts to about $3,000 this year. 

Mr. WiceLesworru. Why has that moving been necessary, if you 
know ¢ 

Colonel Games. It has been the policy of General Services Admin- 
istration to consolidate various Government activities. Unfortunately, 
in several instances we have not been able to maintain enough influence 
to keep space we would need. 

Mr. Wiceteswortn. But this would indicate, would it not, that 
we are utilizing more space than we did previously overall? 

Colonel Games. No, sir. It means that we had to move from, say, 
a post office where we were in rent-free space to a rented space, the 
same amount of space being involved. 

Mr. Wicetesworrn. Yes, but from the overall standpoint of GSA, 
if they compelled you to abandon rent-free space, I assume that 
space is utilized by other agencies of the Government, is it not? 

Colonel Games. By the FBI or the income-tax people, and judicial 
groups go into some of this space. 

Mr. Wiacteswortu. So that governmentwide this would seem to 
reflect the utilization of greater space than heretofore. 

Colonel Games. No, sir, I think I can add some light to that. 

GSA has been renting, say, a regular office building. They have 
terminated the lease on this office building completely. Then they 
have consolidated the various Government agencies that were in that 
building into Government-owned space as far as possible. In some 
cases they have thrown us out of this Government space to make room 
for this consolidation. That occurs when they have terminated a 
lease for a civilian-type building. 


PUBLICITY BUREAU 


Mr. Wiacieswortu. I notice under the Publicity Bureau at Phila- 
delphia this statement : 

Officer procurement needs which had not been specifically budgeted for before 
are provided. 

What is the meaning of that? 

Colonel Games. This part of the budget has included officer pro- 
curement funds. That is the media that they use, but we have never 
set up specific money for that purpose. It has always been taken 
from our recruiting media funds. 

Up until last year the amount of money that we required for that 
purpose was very small, in the area of $2,000 or $3,000 a year, so it was 
a matter of small consequence in the total amount of money that 
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we had. However, their programs have sharply increased in the 
last 2 or 3 years, and their requirement for publications and media 
has grown up to $30,000 a year, which is a significant amount of 
money. ‘That would cripple our program if we did not provide for 
it in this budgeting. 

Mr. Wice_esworrH. What is your figure for actual obligations for 
this activity as of December 31 last ¢ 

General SuHour. The actual obligations were $668,795 and with- 
drawal credit of $10,801. There was also at that time $129,406 com- 
mitted. 

TRAINING SUPPORT 


Mr. Wice.esworrn. Project 2B is for training support for which 
the request for 1955 is for $300,000, a reduction of $410,759 from 1954. 
This covers what ? 

Lieutenant Colonel Rice. Lieutenant Colonel Rice, Head, Train- 
ing Section, G-3 Division. 

This money, sir, is to cover several subprograms which are for the 
purpose, first, of providing training devices; second, to pay for the 
tuition of Marine Corps personnel at civilian schools; third, to pay 
the expenses of extension courses conducted at Marine Corps schools; 
fourth, to help pay the cost of the Marine Corps Institute, to provide 
textbooks, maps, and so forth; fifth, for the off-duty educational pro- 
gram; and, finally, supplies for military personnel schools. 


TRAINING IN CIVILIAN INSTITUTIONS 


Mr. WiccLeswortH. How many are you planning to send to civilian 
schools ¢ 

Lieutenant Colonel Rice. During 1955 we plan to train 50 officers 
and 16 enlisted men in civilian institutions, sir. 

Mr. .WieciteswortH. Will you indicate, for the record, please, when 
you revise your remarks, how many officers and how many enlisted 
men are going to get what type of training at these institutions, and 
the cost in each instance? 

Lieutenant Colonel Ricr. Yes, sir. 

(The matter referred to is as follows :) 


362 


Marine Corps training in civilian institutions 


Total 
Officer Enlisted tuition 


Course | 
| cost 


Aeronautical engineering, Princeton University, New Jersey (third 
year of course conducted at USN Postgraduate School, Monterey, 

Aeronautical engineering (armament), Massachusetts Institute of } | 
Technology, Massachusetts (third year of course conducted at | | 
USN Postgraduate School, Monterey, Calif.) -- 1 peters | 975 


Ordnance engineering (jet propulsion), California Institute of Tech- 
nology, California (third year of course conducted at USN Post- | 


graduate School, Monterey, 2 | 1, 620 
Management problems for executives, University of Pittsburgh, | } 

Pittsburgh, Pa sate 4) 2, 300 
Industrial and management engineering, Rensselaer Polytechnic | 

George Washington University, Washington, | 
Business administration, Harvard Universit ? ae 2, 050 
Law, Catholic University, Washington, D. Ph iivsecawse- | 3, 125 
Law, Harvard University, Massachusetts. | 3, 525 
Arctic geography, Summer School of Geography, McGill University, . | | ‘i 


at USN language school)... | 2, 500 
School of baking, American Institute of Baking, Chicago, 1,350 
Factory training by the manufacturer in the maintenance of new | 

equipment utilized by the Marine Corps........----.------------- 10 16 () 

| 


1 Indeterminate. 
CLOTHING 


Mr. Wiceiesworrn. Project 2C is for clothing. The request for 
1955 is for $7 million as compared with $9,601,000 in 1954, a reduction 
of $2,601,000. 

What clothing does this cover? 

Colonel Wrser. Colonel Weber, Head, General Supply Section, 
Supply Department. 
is covers what we term organizational clothing, which is special- 
purpose clothing, rain clothing, cold-weather clothing, sleeping bags, 
armored clothing, and similar items. 

It does not inaiada what is generally considered uniform clothing. 

Mr. Wiceteswortu. What is the obligation figure as of December 31 
for this item ? 

General Suovur. The obligation figure for this item at that date is 
$2,941,690, and withdrawal credit of $1,067,598. There is also as of 
that date for this item $2,590,703 committed. 

Also, Mr. Chairman, you will observe that in the savings we expect 
to make there is about $3 million to be saved in this area. 

_ ee Will you pardon an interruption, Mr. Chairman, 
please 

Mr. Certainly. 

Mr. Suerrarp. Is that saving in the same status of availability as 
the previous amount was that I asked you about? 

General Suovur. That is a part of the $19 million, and is available; 
yes, sir. 

Mr. Suerparp. It is a part of it? 

General Suovupr. Yes, sir. 


|| | 
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Language courses, Sanz School of Languages, Washington, D. C. 
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MISCELLANEOUS INDIVIDUAL SUPPORT 


Mr. Wiceieswortu. Project 2D is for miscellaneous individual sup- 
port. The request for this purpose is for $700,000 for 1955, a reduc- 
tion of $220,041 from 1954. What does that include? 

Colonel Werner. That includes recreational supplies and equipment, 
education of dependents outside United States, prizes and medals, 
civilian clothing issued to individuals when they receive a bad-conduct 
discharge, and also burial expenses, shore patrol expenses, and miscel- 
laneous expenses. 

Mr. Wiceieswortu. Are there any questions on budget activity No. 
2, Mr. Ostertag ? 

RECRUITING EXPENSES 


Mr. Osterrac. Under recruiting expenses you spoke, Colonel, about 
the necessity for renting recruiting headquarters space at various 
places because there has been a shift in Government operations in 
several territories. Am I correct in my assumption / 

Colonel Games. The reason we have been required to leave certain 
spaces is because the Government in many cities is getting out of 
private real estate. I can cite as an example what happened recently 
in Kansas City. In Kansas City the Government was renting a com- 
mercial building, a 10- or 12-story office building. They terminated 
that lease and filled certain spaces in the Government-owned Federal 
building there and other already leased space with the people that 
were in the space that had been leased in this large office building. In 
that case we and the Navy were required to leave the Federal space 
that we were in. However, we did manage to keep some space there. 
We are not actually paying rent in Kansas City, but that 1s the type 
of thing that has been happening. 

Mr. Osrerrag. Included in this item under project 2A, recruiting 
expenses, I note you have 655 vehicles for 594 places. 

Colonel Games. Yes, sir. 

Mr. Osterrac. I take it that some of them require more than one 
car? 

Colonel Games. Yes, sir. The bulk of our recruiting stations have 
1 vehicle, but the main stations have from 3 to 5 vehicles, depending 
on the size of the city they are in. Our main stations have more than 
one vehicle per station. 

Mr. Osrertac. Are there any new cars involved in this item? 

Colonel Games. I do not follow you. 

Mr. Osterrac. Is the purchase of any new cars involved in this 
appropriation ? 

Colonel Gamers. No, sir, not in this appropriation. 

Mr. Osrertaa. It is merely the expense of operating them that is 
involved here? 

Colonel Games. Yes, sir. 

Mr. Ostertac. Off the record. 

(Discussion off the record.) 


EDUCATION OF DEPENDENTS OVERSEAS 


_. Mr. Osterrac. Under miscellaneous individual support, one of the 
items covered by this project is for the educational cost of dependent 
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minor children of Marine Corps personnel assigned to duty overseas. 
The number 63 is estimated as anaverage. Is that correct? 

General Hux. That is correct; yes, sir. 

Mr. Osrerrac. The figure of $260 for each child, is that also an 
average or is that a firm figure? 

General Hix. It varies with each school and each locale and it 
varies from year to year in that school. 

Mr. Osrerrac. This educational arrangement would be, would it 
not, in connection with American schools operated by other branches 
of the service? 

General Hix. No, sir. 

Mr. Osrrrrac. Are they private schools? 

General Hits. Yes, sir. { can give you the authority for that. 

Mr. Osrertac. I am not questioning the authority. I am trying to 
determine what the arrangements are. Off the record. 

( Discussion off the record.) 

General Hitz, Where there is another American Government school 
available they attend that school. Otherwise if no school is available 
we have to send them to some private school. 

Mr. Osrerraa. Is it optional or do you determine, based on what is 
available, the course to be followed ? 

General Hitz. It is not optional. It is based solely on availability. 

Mr. Osrerrac. That is all. 

Mr. Suerparp. With reference to the figure of $12,907,164 reflected 
in the 1954 column on page 19, how much of that money is presently 
unobligated and for which the Marine Corps will have no requirement ? 

General Suovr. In this budget activity the Marine Corps estimates 
that they will have on requirement for $4,065,058 of presently appro- 
priated funds. 

Mr. Sueprarp. Is that a part of the $19 million plus you referred to 
a moment ago? 

General Yes, sir. 

Mr. Suerparp. No further questions, Mr. Chairman. 


DISCREPANCY IN STRENGTH FIGURES 


Mr. Wiaeteswortn. I note on page 20 of the statement that: 


Workload data in terms of procurement through the recruiting services is as 
follows: Fiscal year 19538, 46,650 accessions; fiscal year 1954, 89,000 accessions ; 
fiscal year 1955, 30,000 accessions. 

What does that mean? 

Colonel Games. Those are the number of new people we bring into 
the Marine Corps. That does not include the men we reenlist the 
next dav when their service terminates. 

Mr. Wicetrswortnu. That is enlisted personnel only? 

Colonel Games. Yes, sir. 

Mr. Wiceteswortn. I notice that in a table furnished by the De- 
partment of Defense under the general heading of “Strength gains 
and losses of active-duty Marine Corps military personnel,” enlist- 
ments for 1954 from civil life were 74,600. What is the reconciliation 
hetween that figure and the 89,000 which I have just referred to? The 
figure of 30,000 for 1955 seems to be the same in both statements. 
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Colonel Games. These figures in this report are not furnished by. 
Recruiting. Our G~1 section submits this report to the Defense De- 
partment. Iam not sure just what that figure is they have there. It 
may reflect certain reductions in strength in the Marine sy this 
year. This one figure does not include the former servicemen that we 
recruit. In other words, these men who have left the service and come 
back within a month, 2 months, 3 months, 6 months, or a year, we 
include those as new accessions. They are from civil life. 

Mr. Wiceieswortn. The figure for fiscal year 1955 is 30,000 in the 
report you are looking at now and is also 30,000 in your justification, 
and the discrepancy is in respect to fiscal year 1954. 

Colonel Games. We are actually going to obtain about 85,000 new 
men from civilian life, either former servicemen or people without 
any former service, this year. I notice a balancing figure there of 
17,000 immediate reenlistments. Those are men who never leave the 
service but reenlist the next day. That figure I do not believe will be 
met so we are meeting that figure through new men. There is a figure 
below that of “Other” but I do not know the source of that figure. 

Mr. Wic6LeswortH. Suppose, when you revise your remarks, you 
explain that apparent discrepancy, if you ean. 

Colonel Games. These figures are not within my province, sir. IL 
“an only try to tell you what they mean. 

Mr. WiccLesworrn. Do you have the explanation, General 

General Suour. I believe I have. The 89,000 contained in this 
sheet to which you make reference should be reduced by 5,000 in view 
of the fact that our personnel figure since submission has been reduced 
by 5,000 for end strength. 

Mr. Sueprarp. Off the record. 

(Discussion off the record.) 

Mr. Wicaieswortu. When you revise your remarks insert an expla- 
nation if you can. 

(The information requested follows :) 


REVISED REMARKS, COLONEL GAMES 


The explanation of the apparent discrepancy between the figure posted in this 
Defense Department paper and the 89,000 figure shown in our justification is 
as follows: 

The 89,000 figure has been reduced to 84,000 new men from civilian life as 
the strength of the Marine Corps has been reduced 5,000 men since the submission 
of this paper. You will note under another heading of this report a figure of about 
17,000 men “ordered to active duty.’ This figure includes 10,000 class III reserv- 
ists recruited by the recruiting service and brought on immediate active duty. 
I believe then that the apparent discrepancy is cleared up by adding the 74,000 
men in the box labeled “From civilian life” plus the 10,000 ordered to active duty 
which in effect are recruited by the recruiting service. This 84,000 figure then 
balances with the 84,000 (a corrected figure) shown in this justification. 


TRANSPORTATION OF THINGS 


Mr. Wiceieswortu. Under “Budget Activity No.3. Transportation 
of things,” you request $15,638,000, a reduction of $3,863,000 as com- 
pared to the current fiscal year. Pages 25, 26, and 27 of the justifiea- 
tions break down this activity into two projects, “Inland transpor- 
tation” and “Ocean transportation.” 
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INLAND TRANSPORTATION 


All but $1 million of the request is included in “Inland transpor- 
tation.” What is the obligation figure with respect to inland trans- 
portation as of December 31? 

General Suoup. $8,093,380. 

Mr. Wiectesworru. And how is your estimate arrived at for this? 

Colonel Downie. I am Lt. Col. Anthony J. Dowdle, head of the 
Transportation Section, United States Marine Corps. 

The $14 million was arrived at from the actual normal shipments 
during the fiscal year 1953. There was added to that $2,648,000 to 
cover the transportation requirements for newly procured Marine 
Corps ammunition; transportation of landing vehicle tanks under 
the continued modernization program; the transportation for relo- 
cation of ordnance supplies, Bardow. Calif., to Albany, Ga.; the 
transportation of newly procured ordnance items; and normal sup- 
ply redistribution transportation. 

fr. Wiccteswortu. That is an average number of items to be 
transported ? 

Colonel Downie. Yes, sir. The distribution as we developed it is 
from the normal rail and truck distribution systems, and the normal 
Marine Corps activities as they exist today for overseas shipments. 
It is all commercial transportation. 

Mr. Wiceteswortu. The tonnage represents a decrease as compared 
to 1954? 

Colonel Downie. The decrease would be reflected mostly in the 
reduction of the redistribution supplies into the new depot at Albany, 
Ga., most of which is expected to be accomplished this year. 

Mr. Wiacteswortu. Are there any questions on budget activity No. 
3¢ 

Mr. Osterrac. No questions. 

Mr. Wiceteswortu. Mr. Sheppard ? 


TRANSPORTATION OF EXPLOSIVES 


Mr. Sueprarp. I have one question which — enerally, and 
specifically here to a degree. It is my understanding there have been 
conferences held with the transportation officials in the military de- 

artments relative to transporting high explosives by truck versus 
o rail transportation, in order to avoid undue hazards on the high- 
ways. Have you participated in those conferences? 

Colonel Downe. I have not attended the conferences but I have 
seen the reports or minutes. 

Mr. Suepparp. If the report is not confidential, what was the sub- 
stance of the recommendations made in the report relative to a pos- 
sible change as regards the safety aspect ? 

Colonel Dowpte. As far as I know there have been no recommenda- 
tions made. There was a very active study on the part of the Depart- 
ment of Defense. 

Mr. Sueprarv. Within ad personal knowledge, have there been 
any highway accidents in the past fiscal year that have resulted in loss 


of life or property insofar as the transportation of high explosives by 
truck is concerned ¢ ; 
Colonel Downie. Not as far as the Marine Corps is concerned. 
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Mr. Suerrarp. In the operations of that transportation, are the 
vehicles used contract vehicles under a contract with a transportation 
company, or is the transportation accomplished by the use of military 
vehicles ¢ 

Colonel Dowpte. The Marine Corps uses commercial facilities 
exclusively. 

Mr. Suerrarp. Under a contractual procedure of that character, is 
any special effort made, in the writing of the contract, to protect the 
public from hazards that would be considered a component part of 
the contract by and between the Marine Corps and the transportation 
company ¢ 

Colonel Downie. Yes, sir. There is a Department of Defense regu- 
lation in which a form is filled out at the time and place of origin of 
shipment in which a complete inspection of the vehicle and the driver 
is made and reported on by the shipping officer. The same procedure 
is followed at the time of receipt of shipment. That is a regulation 
of the Department of Defense. 

Mr. Suerparp. Aside from this type of operation, is the vehicle that 
is being utilized, again in the contract category, marked with a placard 
such as is used on railroad cars where you have a 24- by 32-inch card 
bearing the words “Beware—Explosives”? Do they appear on the 
trucks? 

Colonel Downie. Yes, sir. 

Mr. Sueprarp. In other words, you are doing what you can to pro- 
tect the public from hazards? 

Colonel Downer. Yes, sir. 

Mr. Suerrarp. No further questions. 


MARINE Corrs Reserve 


Mr. Wicetrsworru. Under budget activity No. 4, Marine Corps 
Reserve, you request $5,271,000, an increase of $179,009 as compared to 
the current fiscal year. Pages 28 to 32, inclusive, of the justifications 
break down this activity into two projects: Ground and aviation. 

All but $141,000 of the request is in respect to ground. What is the 
December 31 obligation figure for the Ground Reserve? 

General Suour. The obligations on December 31 are $701,934, and 
withdrawal credit of $27,348. There is also a commitment in this area 
of $657,981. 

Mr. Wiceirswortn. Giving a total of about $1,360,000 for the first 
6 months of the current year. What is your estimate in respect to the 
second 6 months of the year? 

General Suour. The savings expected in this area are $656,202. 

Mr. Wiacteswortu. What is your estimate for obligations and com- 
mitments in the second 6 months of the current fiscal year? 

General SuHoup. $2,867,085. 

Mr. Wiceteswortn. Why is the estimate for the second 6 months 
$1 million above the actual figure for the first 6 months? 

Colonel Dean. Mr. Chairman, the main reason is this activity pro- 
vides funds for a number of alteration projects, minor construction 
and improvements to the Reserve training facilities. Most of this 
work is done in the spring of the year, particularly in the Northern 
States, which would account for the volume in the second 6 months. 
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Mr. Wieeteswortu. How much will that involve? 

Colonel Dran. Approximately $720,000. 

Mr. Wiceteswortu. Is there more of that work to be done in 1955? 

Colonel Dean. Yes, sir. 

Mr. How much? 

Colonel Dean. $1,166,977. 

Mr. Wiceresworrn, Is that repair work, maintenance, or new 
construction ¢ 

Colonel Dean. That is minor new construction such as garages, 
small storage buildings, rifle ranges, and improvement projects such 
as partitioning, painting, and so on. 

Admiral Ciexron. Mr, Chairman, may I add also that this program 
started at the beginning of 1954 with 19,775 personnel in the Marine 
Corps Reserve program and on December 31 they had about 24,000, 
and are estimating they are going to 30,550. To carry out the expand- 
ing program for that many people in the second half is bound to cost 
a lot more money during the latter period. 

Mr. Osrerrac. Would that be in both categories, ground and 
aviation ¢ 

Admiral Ciexron. That is correct. I was giving the total com- 
bined figure of ground and aviation. That is a fast increasing 
program. 

Mr. Wiceiesworrn. There is about a 33 percent increase in end 
strength, is there not, 1954 to 1955? 

Admiral Ciexton. Yes, sir. 

Mr. Wiaeiesworrn. Any questions on budget activity No. 4, Mr. 
Ostertag ? 

Mr. Osrerrac. On the basis of the increased personnel involved in 
both ground and aviation areas of the Marine Corps Reserve, the over- 
all estimate of cost for 1955 has not measurably increased if I under- 
stand your figures of $5,271,000 for 1955 as compared with $5,091,991 
for 1954. 

Colonel Dran. That is correct, sir. The increase in personnel is 
not directly reflected in the cost of running the training centers, oper- 
ating the equipment, and so on. It is only reflected in ' the individual 
equipment furnished to the individuals. The increase in personnel 
does increase the cost of running the training centers slightly, but not 
in ratio to the increase in personnel. 

Mr. Osrertac. Under the ground training, according to the justi- 
fications, you have 234 training centers. Does that mean that these 
centers are facilities operated and used by the National Guard and 
other organizations which you rent or lease or utilize in one way or 
another? 

Colonel Dean. Yes, sir. In 1955 we estimate we will be in 162 train- 
ing centers jointly with Naval Reserve, Army Reserve, or National 
Guard. 

Mr. Osrertac. 162 out of 234? 

Colonel Dean. Yes; 37 will be on Federal property such as Marine 
wanes and Navy bases, and 35 will be commercially leased. 

Mr. Osrertac. Off the record. 

(Discussion off the record.) 
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PAYMENTS TO THE STATE OF NEW YORK 


Mr. Osrerrac. It is my understanding that heretofore the State of 
New York has never received compensation or payment for the utiliza- 
tion of State facilities and that arrangement has been made for ap- 
propriate payment for such services and such facilities. Is there any 
provision in here for payments to the State of New York which had 
never been provided for heretofore? 

Colonel Dean. Yes, sir. The estimate has included sufficient funds, 
if we are required to pay, to cover the payment to the State. 

Mr. Osterrac. What facilities would you be using in the State of 
New York, naval militia or National Guard armories ? 

Colonel Dean. They might be naval militia or National Guard 
armories. 

Mr. Osrerrac. Either or both? 

Yolonel Dean. Both. Usually when the State has furnished facili- 
ties it is the naval militia. 

Mr. Osrertag. Have you given the committee the figures of what is 
budgeted for payment to New York State during fiscal 1955? 

Colonel Dean. $3,500 for each of the 5 training centers. 

Mr. Osrerrac. That is all. 

Mr. Mr. Sheppard ? 

Mr. Suerrarp. With reference to the interrogation my colleague 
has just propounded, the response being $3,500 for each of the 5 
training centers in the State of New York, that represents a total of 
$17,500; but I also assume it is one-half of the total cost of operation. 
Is that correct or incorrect, or is it assumed that by the payment of 
$3,500 they are paying for the complete operation of the building? 

Colonel Dran. No, sir. It is based on the pro rata share of opera- 
tion. That figure is developed through the experience we have had in 
operating training centers, both Navy and Marine Corps. 


ADEQUACY OF FACILITIES FOR INCREASED RESERVE STRENGTH 


Mr. Sueprarv. One more universal question: It has been pretty 
clearly indicated by policymaking level in the military before this 
committee during the budget hearings that there is going to be a very 
definite accentuated attention given to the Reserve training program 
by every means possible. Have you considered, with what is proposed 
in increased bodies in the Reserve program, that we presently have 
ar 8 space to take care of them? 

Colonel Dean. We have presently under the appropriation military 
construction, Navy civilian components, construction for additional 
space at some Naval Reserve training centers. We are now cramped 
for space in some 40 training centers, but in this we will construct 
space for them. 

Mr. Suerrarp. I assume from your statement that where you have 
congestion, you are in construction, or at least, you can accommodate 
the excess training that is already prevalent within that area; is that 
correct 

Colonel Dean. That is correct. 

Mr. Suepparp. There is no possibility now under your present exist- 
ing floor space, that it will show a shortage in any manner which will 
result in putting the brakes on the increased manpower in the reserve 


program 
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Colonel Dean. I do not believe so, under the presently planned 
reserve strength, Mr. Sheppard. 
Mr. Suerrarp. That is all, Mr. Chairman. 


ReskarRCH AND DEVELOPMENT 


Mr. WiceLesworrn. Budget activity No. 5, “Research and develop- 
ment,” calls for an appropriation of $2 million, the same amount pro- 
vided for in the current fiscal year. It is covered on pages 33 to 35 of 
the justifications. It is broken down into three projects: Amphibious 
operations, intelligence and planning, and personnel operations. 

What is the obligation figure for project 5-a, “Amphibious opera- 
tions,” as of December 31? 

General SHovur. I have that by activities and not by project, Mr. 
Chairman, 

Mr. Wiccieswortn. Give it to me for the activity. 
$ General Suovur. The activity obligation as of December 31, 1953, 

317,990. 

There is also a commitment of $403,031, making a total of $721,021. 

Mr. Wicotesworrn. What is the estimate for the second 6 months? 

General SHourp. $1,278,979. 

Mr. Wiecteswortn. None of this appropriation is placed in reserve ? 

General SHovur. None of that amount. There is in this area a reim- 
bursement to our appropriation of $8,000, which the Marine Corps 

»lans to have no need for. That is a part of the previously mentioned 
$19 million. 

Mr. Wicétesworrn. A part of what ? 

General Suovur. Of the total estimated savings of $19 million. 

Mr. Wiccieswortn., ‘To what extent, if any, is this request in respect 
to projects carring over into the fiscal year 1956? 

yeneral SHoup. Mr. Chairman, if we obligate the total funds, they 
are all carried over for the purpose of liquidating the obligations. At 
this time, it is impossible to oe! 3 an estimate of how much. 

Mr. WicetesworrH. You mean none of these projects will be com- 
pleted in 1955? 

General THomas. Some of these projects will be completed in 1955, 
Mr. Chairman. 

Lieutenant Colonel Jounson. Certain of the projects that have 
been continued from past years will be completed in 1955 and 1956. 
There is difficulty in estimating exactly how much of this amount will 
cover projects to be completed during either of those 2 years. 

Mr. WiccLesworru. You are requesting $2 million for fiscal year 
1955, and my inquiry was directed to ascertaining how much of that 
money is for expenditure after the close of the fiscal year 1955. 

Lieutenant Colonel Jounson. That all depends on how bills are 
submitted to us and paid before the end of the year. 

Mr. Wiceteswortu. Are these projects on an annual basis or are 
they on a continuing basis? 

Lieutenant Colonel Jounson. Many of the projects are continued 
from one year to another. 

Mr. Wiceieswortu. They could not be terminated at the end of any 
fiscal year ? 
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Lieutenant Colonel Jounson. Yes, they could be, but it would per- 
haps result in having an unfinished research and development project 
which would have no value to us. Under this $2 million which is re- 
quested for fiscal year 1955, the majority of the projects will be con- 
tinuing projects. There are very few new projects included here. 

Mr. WigeLeswortu. Are these projects farmed out to industrial con- 
cerns, or are they carried on by the Marine Corps? 

Lieutenant Colonel Jounson. Of the $2 million requested for 1955, 
$1,682,000 will go into industrial contracts. 

General Suovur. I have a table of the planned expenditures, if you 
desire that, Mr. Chairman, for the fiscal year 1954, and 1953, and 1955. 

Mr. Ostertac. Is this your shopping list ? 

General SuHour. No; a shopping list is what we think we will build. 
This is planned expenditures. 

Mr. ata akg Does this mean that you expect to spend 
$1,800,000 in the second 6 months of the current fiscal year ¢ 

General Suour. Yes, sir. 

Mr. Wiceieswortu. And $1,700,000 in the 12 months of the fiscal 
year 1955? 

Lieutenant Colonel Jounson. Yes, sir: that is our best estimate at 
this time. 

Mr. WieGLEswortH. On this shopping list, you have a breakdown of 
each project covered by the request ? 

Lieutenant Colonel Jounson. Yes, sir. 

Mr. WiceteswortuH. Both in 1954 and in 1955? 

Lieutenant Colonel Jounson. Yes, sir. 

Mr. Wiaeteswortn. Are there any question, Mr. Ostertag? 


COORDINATION WITH OTHER SERVICES 


Mr. Ostertac. Under “Research and development,” while I recog- 
nize that the $2 million budget item for this purpose, for the Marine 
Corps, is a very small amount compared with the overall expendi- 
tures for research and development in our Defense Establishment, 
yet the thought that comes to my mind is the disturbing factor that 
much research, whether it be in one branch of service or the other, is 
the same kind of research that is going on by the other services. For 
example, let me ask you what research are you doing, or will be doing, 
having to do with guided missiles, that is not being done by the Navy, 
the Army, or the Air Force? 

Lieutenant Colonel Jounson. Our program includes only one re- 
search and development project connected with the guided-missiles 
program ; that is for the adaptation of an electronic guidance system 

or close support aircraft to guided missiles. That project is spon- 
sored by the Marine Corps exclusively and is the only one in the guided 
missile field. 

Mr. Osrertac. And is due, peculiarly to the Marines? 

Lieutenant Colonel Jounson. Yes. 

Mr. Osrertac. Would you say that all research and development 
under this project activity for the Marine Corps is of such a nature 
that the responsibility rests with the Marine Corps to carry on such 
a project, and that there is no duplication of research involved ? 

ieutenant Colonel Jounson. Yes. 

Mr. Osrertac. With the other services? 


{ 
4 


372 


Lieutenant Colonel Jounson. That is right. 

General Tuomas. Could I make one statement here / 

Mr. Osrerraa. Yes. 

General Tuomas. There are a number of coordinating agencies 
that have been set up to prevent just what vou are discussing, Mr. 
Ostertag. The research and development which the Marine Corps is 
conducting is coordinated with the Navy by the Office of Naval Re- 
search. Combined Navy and Marine Corps projects are then Sager 
to the Department of Defense and there the coordination picks out 
any duplication between the Navy Department and other agencies, 
and I know of no duplication. 

Mr. Osrertac. Well, for example, take combat weapons and the fire 
control system. Is the Marine Corps concern with that phase of 
weapons different from the Army or the Navy? 

General THomas. I can only make the general statement, that in the 
study of the weapons we use in combat, we cannot very well say that 
there will be just one study of any certain phase. They are all alive 
and are going on all the time. I do not believe that you can, either 
for the good of the service, or for the good of the country, channelize 
your efforts, let us say, so that we will take all research, or that we 
will assume all research of one kind, we will say, for one activity. 

Lieutenant Colonel JouNnson. However, our research is directed at 
the requirements which are peculiar to the Marine Corps. As an 
example, Army Ordnance has developed color marking rounds for 
artillery. The Marine Corps uses mortars to mark targets for close 
support aircraft; we need color marking rounds for mortars. Our 
research and that of the Army will produce items to fill each of our 
peculiar requirements. 

Mr. Osrerrac. Well, for example, under personnel operations, ac- 
cording to the shopping list, you ate a number of studies of projects 
underway, and in your justifications you point out that this project 
has for its purpose the improvement and development of clothing and 
individual defensive equipment, medical techniques for survival and 
rescue, casualty treatment, handling and rehabilitation in amphibious 
operations, 

I can well understand where the handling and rehabilitation in 
amphibious operations is peculiar to the Marines but when it comes 
to the medical technique for survival and rescue, casualty treatment 
and developing of slob. it seems to me that you might be embark- 
ing on the same studies for the same purposes, and come up with the 
same answers as that of the Army or the Navy. 

Lieutenant Colonel Jonnson. Our studies in each area are again 
geared to the peculiar mode of operation of the Marine Corps. For 
example, in our studies to improve casualty treatment, we are con- 
cerned with the evacuation of casualties in beach areas and the equip- 
ment which would be peculiar to that type of operation or training 
for that type of operation. This work is done jointly with the Navy 
so it supports the requirements of both the Navy and the Marine 
Corps, and it is coordinated with similar work which is being done 
by the Army. The same is true for the work on clothing and equip- 
ment. That work is carefully coordinated with the Army. 

Mr. Wicetesworrn. Mr. Sheppard, any questions on No. 5, “Re- 
search and development” ? 
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Mr. Suepparp. What are your accentuations, first as to personne! 
operations as compared with the functions of the amphibious opera- 
tions? This reflects a smaller amount. In other words, take the first 
2 items there of $28,000 and $2,000, in respect to training, in the opera- 
tions, What particular change in policy function calls for that ? 

Lieutenant Colonel Jounson. That work is conducted for us at the 
Navy Field Medical Research Laboratory, which is located at Camp 
Lejeune. This is the Marine Corps’ contribution for the support of 
three projects which are conducted for us at that laboratory, joint] 
with the Navy. The estimate for these projects for 1955 is this oui 
more than it was in 1954. 

Mr. Sueprarp. That change, that increase, does not reflect the les- 
sening of attention to other operations ? 

Lieutenant Colonel Jounson. Not at all. 

Mr. Sueprarp. No farther questions. 


InpDustTRIAL MopiLizATION 


Mr. Wiccteswortu. Budget activity No. 6, “Industrial mobiliza- 
tion,” shows a request for $21,000, which is the same amount as pro- 
vided for the current fiscal year, apparently for industrial otilien- 
tion and planning; approximately 900 items in connection with the 
production allocation program. 


CATALOGING 


- 


Under budget activity No. 7, “Cataloging,” you request $579,000, 
an increase of $139,000, as compared with the current fiscal year. 

What is the obligation figure for this cataloging activity as of 
December 31 ? 

General Suoup. $170,150. That was also a commitment of $25,027. 

Mr. WiccieswortH. Why the increase? Most of it is for personal 
services, and for printing and reproduction. 

Colonel Hanpiey. I am Lt. Col. Rodney M. Handley, of the Cata- 
log Section, Supply Department. The increase on personal services 
for cataloging is because as of this date, the Marine Corps and other 
services, are not as far along as they should be, as exemplified by the 
recent hearings and neon of the Committee on Government opera- 
tions, where it was indicated that item identification would have to 
be speeded up. If the Marine Corps is going to achieve the end ob- 
jectives of the Federal cataloging program, there will have to be this 
Increase in personal services, so the identification of items can be 
developed and approved, and so we can have sufficient tools with which 
we can convert, for the new data. 

Mr. Wiceteswortu. What is the personnel requested and what is 
the personnel currently ? 

Colonel Hanotey. The personnel—currently the total is 87 and it is 
going up to 117. 

Mr. Wiecieswortn. How far along in this work are you? 

Colonel Hanpitry. The Marine Corps is estimated to have 295,000 
items of supply at the present time. The Marine Corps has at the 
present time 52,000 cataloged items, that is, item indentifications 
developed. 
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Mr. WiceLeswortn. How long is it anticipated that it will take you 
to complete the job ? 

Colonel Hanbiey. At the present rate, it is anticipated the Marine 
Corps should be able to complete the job by July 1, 1959. 

Mr. Wicciesworrn. Any question on budget activity 6 or 7, Mr. 
Ostertag ¢ 


InpustriAL Mopitiza rion 


Mr. Osrertrac. Under budget activity No. 6, “Industrial mobiliza- 
tion,” I take it that most of this $21,000 item is to cover civilian 
personnel services ? 

General Hitt. That is correct. 

Mr. Osrertac. Most of these people, that is, the civilians, are more 
or less experts in their field ? 

General Hit. That is correct, sir. 

What is the principal function of such employees, 
rie 

Generel Hit. First, we have approximately 900 items in connection 
with our production allocation plan for industrial mobilization. The 
field employees, the ones referred to here, are sent to determine the 
time requirements, the preparation of plans, and the travel necessary 
to accomplish the program objective, and it also provides that the 
funds requested for this project are to cover salaries of the civilian 
personnel in wine ates and the temporary duties for the military 
and civilian personnel to affect the industrial mobilization program, 
as it is found by the Office of the Secretary of Defense. 

Mr. Osrerrac. Are they expeditors? 

General Hii. No, sir. They are first to find out what we want 
and to find out plans which are assigned to some other services, and 
then we arrange for a meeting with management of that plant or 
organization, and from there on, we find out how much of its capacity 
would be needed to satisfy our program. 

Mr. Osrterrac. General, in the normal proceeding of advertising, 
and taking bids and entering into contracts, does not that disclose 
the same information that you would achieve by virtue of having these 
fieldmen ? 

General Hii. No, sir. 

Mr. Osrerraa. In other words, this is a necessary adjunct to the 
letting of contracts, and has to do with determining the capacity and 
types of facilities? 

General Hit. It is quite different in mobilization than it is in peace- 
time operations. If you remember, most of our contracts during 
mobilization were made by negotiation and some of them were not 
able to perform the services required. 

Mr. Osterrac. Do the civilian employees determine the economic 
conditions in the area, or at least, investigate the picture sufficiently so 
that you have a better determination as to what consideration should 
be given to the community by virtue of employment or unemployment? 

General No. 

Mr. Ostrertac. That has nothing to do with that phase of it? 

General Hii. No; it does not. 

Mr. Osrertac. Who carries out that end of it? 

General Hiii. That is carried out under another directive for peace- 
time operations. 
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Mr. Osrgrrac. Whose responsibility is it to determine such factors? 

General Hitz. Small business, Department of Defense, supplies the 
requests. 

r. Osrertac. What system are you operating under now ? 

General Hitt. We operate under single-service procurement, where 
someone will decide the question, or the lowest bidder, after we have 
gone through channels, decides if it should be given to a distressed 
area. 

Mr. Ostertac. Then the Marine Corps has no control over that? 

General Hix. No. 

CATALOGING 


Mr. OsrertaG. The principal expense of your cataloging program 
is that of personal service; is that true, Colonel ? 

Colonel Hanpiry. Yes, sir. 

Mr. QOstertac. This program which you are now embarking on is 
in accordance with Public Law 436 of the 83d Congress? 

Colonel Hanpuey. That is right, sir. 

Mr. Osrertac. Prior to that time, what was the system, what was 
the objective, in the absence of that law? 

Colonel Hanptey. The Marine Corps has had the same objective 
since 1948, but previous operation was first under Public Law 152, 
and then under House Concurrent Resolution 97. 

Mr. WiceLteswortn. Any questions on budget activity 6 or 7, Mr. 
Sheppard? 


INDUSTRIAL MopiLizaTION 


Mr. Suerrarp. Only one question on 6. 

Am I to construe from the operations of your plan within the 
Department of Defense, that the $21,000 is allocated to the Defense 
Department, and is that paid by them, or is it paid directly by the 
Marine Corps as a contributing service to the Department / 

General Hitz. It is purely a Marine Corps appropriation. 

Mr. Sueprarp. No further questions, Mr. Chairman. 


DrrARTMENTAL ADMINISTRATION 


Mr. Wiccteswortu. Budget activity No. 8, “Departmental admin- 
istration,” calls for an appropriation of $7,741,000, an increase of 
$275,263, and provides apparently for the salary of civilian personnel 
at Marine headquarters. 

There is a breakdown of positions on page 42 of the justifications 
indicating a decrease from 1,698 to 1,666 in positions and an increase 
in man-years from 1,506 to 1,529. Does the increase in respect to 
personnel services reflect mathematically that increase in man-years? 

Colonel Keatrine. Yes, sir; Mr. Chairman. 


PENALTY-MAIL 


Mr. WicGLeswortu. What is the amount, if any, included here for 
reimbursing the Post Office Department for penalty mail / 

General Hinz. $186,000, including postage. 

Colonel Keating. This is new over the previous year. 
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INCREASE IN CIVILIAN PERSONNEL 


Mr. Wiceéieswortn. In this general connection, my attention has 
been called to an overall statement of civilian personnel for the entire 
item “Marine Corps, troops and facilities,” and I notice that whereas 
the man-years show a decrease from 17,589 in fiscal year 1953, to 16,179 
in fiscal year 1954, and again to 15,227 in fiscal year 1955, there seems 
to be an increase from January 31, 1954, from 15,771 to 16,421, as of 
the end of the fiscal year 1955. What is the explanation for that? 

Lieutenant Colonel Kerru. Lt. Col. Bruce E. Keith, head, Man- 
power Management Branch, G-1 Division. That apparent increase, 
Mr. Chairman, reflects, in part, between the two periods, the cutting 
out of 5,200 full-time enlisted jobs in this area. 

Mr. And substituting—— 

Lieutenant Colonel Kerru. Civilian personnel. 

Mr. Wieeteswortn. In whole or in part? 

Lieutenant Colonel Kerrn. To the extent of cutting out 5,200 mili- 
tary = substituting a number between these 2 figures in civilian per- 
sonnel. 

Mr. Wiceiteswortn. That is, you decrease 5,200 in enlisted person- 
nel and replace them with 5,200 civilian ? 

Lieutenant Colonel Kerrn. No, sir; no sir. By no means. In ac- 
tuality, the figure is approximately 200 additional civilians in man- 
years of money. 

Mr. Wicéiesworru., You cut out 5,200 military personnel and sub- 
stitute about 200 civilians? 

Lieutenant Colonel Kerrn, About 200 is the net civilian increase. 
In the overall personnel support in this area approximately 5,000 
man-years are reduced. 

Mr. Wiacieswortn. Any questions on this project, Mr. Ostertag? 

Mr. OsrertaG. Do you contemplate further reduction in military 
manpower to be covered by civilians during the forthcoming year? 

Lieutenant Colonel Keira. That is the figure that I was quoting. 

Mr. OsrerraG. That is the figure you quoted for next year? 

Lieutenant Colonel Kerru. The figure that I quoted was the dif- 
ference between fiscal 1954 and fiseal 1955. 

Mr, Osrerrag. Is this a world-wide operation ? 

Lieutenant Colonel Kerrn. This is the entire Marine Corps. 


INDIGENOUS PERSONNEL 


Mr. OsrerraG. Have you the figures which indicate how many are 
indigenous personnel ? 

Lieutenant Colonel Kerru. Yes. I can give those figures to you. 
I believe the figure is 67, and they are in Cuba, all in Cuba. 

Mr. Wiceieswortn. I understand that the figure you have given 
us, the net reduction of 5,000 positions in respect to the Marine Corps, 
troops and facilities, as a whole, is made in the only place in the 
Marine Corps where civilian personnel are found. 

Lieutenant Colonel Kerru. Yes, however, that should be clarified, 
Mr. Chairman. The 5,000 figure is the military and civilian per- 
sonnel in support, but that statement otherwise is correct. 

Mr. Osrerrac. Let me see if I have a clear understanding of your 
answer—that in the whole operation of the Marine Corps, worldwide, 
only 67 indigenous personnel are employed ¢ 
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Lieutenant Colonel Kerrn. Sixty-seven personnel are employed 
and paid by the Marine Corps. We utilize indigenous personnel to a 
minor degree, that are paid for by other activities of the Navy, the 
Army, and the Air Force. 

General Tuomas. In Korea, for example, we have a great many 
but it is an Army operation, of course. 

Mr. Ostertaa. I believe you pointed out that the only place where 
the 67 are employed is in Cuba? 

Lieutenant Colonel Kerrnu. Yes, sir. 

Mr. Osrerrac. Other than in Korea, where it is an Army respon- 
sibility, is there no room for the employment of native or indigenous 
personnel to relieve military in other parts of the world? 

Lieutenant Colonel Kerrm. In general, we are utilizing them, but 
we are not funding for them. In other words, we have them in the 
Philippines, where we are using them at naval bases. We use some 
Japanese, where both the Navy and the Air Force fund for them; 
and as General Thomas mentioned, in Korea, where it is primarily 
an Army responsibility. 

Mr. Osrerac. Insofar as the Marine Corps operation is concerned, 
these 67 employed in Cuba does not reflect a true picture of the utili- 
zation of indigenous personnel by the Marine Corps, the reason being 
that they are provided by other services? 

Lieutenant Colonel Kerra. Yes; on an as-needed basis, as I 
understand. 

Mr. Osrerrac. That is all. 

Mr. Suerrarp. I understand that Admiral Clexton has a chart and 
a short statement which he thinks might clarify the money picture. 

Admiral Crexton. This discussion may be off the record, Mr. 
Chairman. I shall furnish the charts showing the financial picture 
of the appropriation “Marine Corps Procurement,” with a brief expla- 
nation, to be inserted at the proper place in the testimony on that 
appropriation. 

(Off-the-record discussion. ) 

(The information referred to appears on p. 301.) 

Mr. Wice.eswortH. Thank you very much, gentlemen. 

General THomas. Thank you, Mr. Chairman, on behalf of the Corps. 
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Tuurspay, Maron 4, 1954. 
NAVAL AVIATION 


WITNESSES 


HON. R. B. ANDERSON, SECRETARY OF THE NAVY 

HON. JAMES H. SMITH, JR., ASSISTANT SECRETARY OF THE NAVY 
FOR AIR 

VICE ADM. RALPH A. OFSTIE, USN, DEPUTY CHIEF OF NAVAL 
OPERATIONS (AIR) 

CAPT. RALPH L. SHIFLEY, USN, HEAD, AIRCRAFT PROGRAMS SEC- 
TION, OFFICE OF DEPUTY CHIEF OF NAVAL OPERATIONS (AIR) 


BUREAU OF AERONAUTICS 


REAR ADM. APOLLO SOUCEK, USN, CHIEF 

CAPT. HENRY T. DIETRICH, USN, DIRECTOR, PLANS COORDINATION 
DIVISION 

CAPT. GEORGE F. BEARDSLEY, USN, DIRECTOR, PRODUCTION 
DIVISION 


Mr. Wieeieswortu. The committee will come to order. We will 
have this morning an overall presentation on naval aviation. 

Assistant Secretary Smith of the Navy for Air is with us and [ un- 
derstand will lead off in the testimony. 

Mr. Smtru. Mr. Chairman and members of the committee, my name 
is James H. Smith, Jr., assistant secretary of the Navy for Air, and 
this is the first time I have had an opportunity to appear before this 
committee. I am familiar with the program that is about to be pre- 
sented to you, and I would like to say I appreciate the opportunity to 
appear here. I am looking forward to seeing what your reaction to the 
program is going to be and to assist in every way possible to develop 
answers to the questions you may wish to ask. 

Mr. Wic6Leswortu. Thank you, Mr. Secretary. We are glad to 
have you with us. 

Admiral Ofstie, the Deputy Chief of Naval Operations for Air, is 
also with us and he has a statement for the committee which I under- 
stand is partly on the record and partly off. 

Admiral Orstie. That is correct, sir. 

Mr. Wiceteswortu. We will be happy to hear from you, Admiral. 


STATEMENTs OF ADMIRAL OFSTIE 


Admiral Orstie. Mr, Chairman and gentlemen, it is a privilege for 
me to appear before you once again as Deputy Chief of Naval Opera- 
tions (Air). The two appropriations about to be discussed are “Air- 
craft and related procurement” and “Aircraft and_ facilities.” 
Together they constitute the materiel support for an effective Naval 
Air Establishment. 

Last year before this committee, I outlined for you the contribution 
of naval aviation forces to the war in Korea. Of course, that war is 
now in a state of armistice. Our naval aviation forces, however, still 
remain on station in this area, on the alert against a possible resump- 
tion of hostilities. 
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From this limited war we have learned many lessons of great value 
to our present and future planning. However, we must not let them 
lead us astray to the extent that our aviation programs provide solely 
for engagements involving limited warfare. It is imperative that we 
keep pace with technological advancement in aviation, and on a scale 
that will enable us to be prepared not only for other Koreas but for 
more extensive conflict. 

At the commencement of hostilities i» Korea, the Navy and Marine 
Corps had an obsolescent air arm. With few exceptions, naval and 
marine forces were equipped with World War II propeller-driven 
fighters, World War IT patrol planes, and converted torpedo planes 
for antisubmarine work. In order to remedy this situation as rapidly 
as possible, aircraft production of available new models was increased 
ed during the past 314 years many new aircraft have been delivered 
to the fleet. These aircraft are in service today and have greatly im- 
proved the quality of naval aviation. 

In these times of Koreas and Indochinas, we believe it is imperative 
to modernize our combat forces and those facilities on which they are 
dependent for support, and it is equally important that we maintain 
these forces in a first-rate condition which will enable us favorably 
to engage the best that our prospective enemy might put in the air 
against us. The degree to which we should modernize our forces is 
determined by the need to equal or surpass potential enemy capabili- 
ties at a given time, as related to the tasks assigned naval aviation 
in carrying out the approved strategic ea The ability to meet 
this need 1s determined by the capabilities of our own technology to 
produce an advanced design within that time and by the resources 
placed at our disposal. 

Our aircraft procurement program for fiscal year 1955 is designed 
primarily to equip our combat units with the latest technological ad- 
vances. These advances not only include engine and airframe design 
but also encompass the latest developments in the antisubmarine, 
atomic weapon, and guided-missile fields. 


EXPANSIBILITY POTENTIAL 


Our aircraft operating level, the same at which we have been op- 
erating during the current year, will be an effective and hard-hitting 
combat force. This force will continue to increas in combat capa- 
bility as larger numbers of the high-performance planes currently 
under procurement and being requested this year are placed in 
operation. 

Since an outbreak of hostilities would make necessary a major ex- 
pansion in our aircraft operating strength, we are making provision 
for expansion should additional forces become necessary. We know 
that we cannot count on aircraft production to provide immediately 
the large numbers of additional aircraft that would be needed to ex- 
pand forces. We found that out when the outbreak of Korean hostili- 
ties presented us with a situation calling for a large and immediate 
expansion in forces. That situation was met by drawing on our 
reserve stock aircraft which, at that time, totaled over 4,500. That 
this was reduced to less than 600 aircraft in this category shows the 
extent to which our reserve stock aircraft were used to fill the numeri- 
cal gap between squadron requirements and production capabilities. 


) 
i 
| 
i 
' 


389 


The lessons to be learned from experience in expanding forces after 
the outbreak of hostilities in Korea must be drawn with care. While 
the existence of reserve aircraft enabled us to keep pace with Korean 
requirements, it must be remembered that it was the lack of offensive 
enemy airpower that made practicable our extensive use of second-line 
aircraft in combat operations. Should a similar situation not recur, 
the second-line aircraft that we again will accumulate in reserve stock 
as newer aircraft became available will, however, be extremely valu- 
able to us under mobilization conditions—in making possible a more 
rapid expansion in noncombat units than otherwise could be achieved 
and also in providing supplemental aircraft for the less active combat 
or potential combat areas. This procedure will allow our available 
aircraft production capacity to be pointed directly toward fulfilling 
combat needs in the early and highly critical stages of a mobilization 
period. 

GUIDED MISSILE PROGRAM 


I have previously mentioned that advancements made in the guided 
missile field will be incorporated in some of our latest design aircraft. 
Progress in this field during the past year has been satisfactory, par- 
ticularly so with respect to those missiles which are now entering 
operational status; however, there are still many, but relatively minor, 
problems of phasing and coordination which are attendant to the 
smooth integration of these important new weapons into the fleet. 
Significant advances in the Navy guided missile program have con- 
tinued during the year, and it is expected that the fleet guided missile 
operations, which commenced in fiscal year 1954, will continue to 
expand in fiiscal year 1955. 

Personnel training has assumed a position of increasing importance 
and accordingly our training program has been expanded to provide 
the requisite trained personnel. Our schools are now training person- 
nel in the maintenance and operation of guided missiles at rates consid- 
ered commensurate with the scheduled integration of the guided mis- 
siles in the fleet. 

In addition to the procurement of missiles for operational use, re- 
search, and development are continuing upon improved missiles which 
are designed to fulfill operational requirements of the future. Ad- 
miral Soucek will discuss this program in further detail. 


AVIATION BASES 


Paralleling the transition to jet aircraft and the development of 
guided missiles, and no less important in planning our aviation pro- 
gram, is the continued maintenance and modernization of continental 
and overseas air bases. In 1949 a program was begun to modernize 
our principal jet bases. By the end of fiscal year 1955, this effort will 
be approximately 75 percent completed. The construction cost esti- 
mates are not a part of the appropriations we are about to discuss but 
will appear in the joint public works budget. Our Naval Aviation 
Establishment will, by the end of fiscal year 1955, consist of 91 sta- 
tions—72 continental and 19 overseas. This represents an increase of 
one continental station and one overseas over those operating in fiscal 
year 1954. 
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SUMMATION 


In conclusion, gentlemen, I should like to quote from a statement 
made recently by the present Chairman of the Joint Chiefs of Staff 
which, in my opinion, explains very aptly the concept of our present 
planning—“Our New Look prepares for the long pull, not a year of 
crisis. It is aimed at providing a sturdy military posture which can 
be maintained over an extended period of uneasy peace, rather than 
peaking forces at greater costs for a particular period of tension. 
That, in itself, makes a great difference in military planning.” The 
two appropriations about to be discussed are paramount in maintain- 
ing this “sturdy military posture” in the Naval Aviation Kstablish- 
ment. 

I believe our aviation program isa realistic one. The pre oh a 
requests are designed to achieve the greatest economy and at the same 
time permit reasonable progress toward attainment and the mainte- 
nance of a modern and effective Naval air organization. It is my 
opinion that these requests are austere but adequate for these 
objectives. 

T have some additional remarks on procurement I would like to 
make off the record. 

Mr. Wiceteswortn. Off the record. 

(Discussion off the record.) 

Admiral Orstir. Rear Admiral Soucek, Chief of the Bureau of 
Aeronautics, will explain the appropriation requests in more detail at 
such time as the committee desires to consider the detailed justifica- 
tion of budget items. First, however, if it pleases the committee, | 
should like, with the help of my assistants, to explain, off the record, 
the details of our overall program from the standpoint of operational 
commitments and military necessity, after which we shall be glad to 
answer any questions you may have regarding those aspects of the 
program. 

Mr. WiccLiesworrH. We will be very glad if you will do so, Ad 
miral. 

(Presentation, illustrated by charts, made off the record principally 
by Capt. Ralph L. Shifley, Head, Aircraft Programs Section, Office 
of Deputy Chief of Naval Operations for Air.) 


OPERATING AIRCRAFT 


Mr. Wiacieswortn. Thank you, gentlemen. I think that is a very 
helpful overall off-the-record presentation. 

Admiral, I understand from what has been said off the record that 
it is estimated by the end of fiscal 1955 we will have 12,944 planes over 
all, of which 9,941 will be operating planes ? 

Admiral Orstre. That is correct, sir. 

Mr. Wiaeteswortu. As a matter of fact, we have that number of 
operating planes now, do we not ? 

Admiral Orstre. That is correct, sir. We have over 12,944 planes 
of which 9,941 are operating. 

Mr. WiccLeswortH. But they are not modernized to the extent they 
will be if the program contemplated by this appropriation request is 
carried out ? 
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Admiral Orstir. Yes, sir, plus the deliveries of aircraft from past 
appropriations which are still coming into the program. 

Mr. Off the record. 

( Discussion off the record.) 


MODERNIZATION PROGRAM 


Mr. WiceiEsworru. I understand that in terms of modernization 
you estimate that we are now at about the 45 percent level and that 
you contemplate in the program you now recommend that that per- 
centage will increase to about 57 percent as of December 1954, on up 
to about 64 percent as of December 1955, on up to 87.1 percent as of 
December 1956? 

Admiral Orstiz. That is the result not only of the program being 
presented to you now, but the continuing deliveries from prior 
programs, 

Mr. Wiccieswortu. I notice from our committee report of last 
summer the estimates given the committee at that time indicated about 
65 percent as of December 1954, as compared to your present estimate 
of 57 percent, and about 80 percent as of December 1955 as compared 
to your present estimate of 64 percent. Is there some reason for the 
lower estimates at this time ? 

Admiral Orstre. Yes, sir. I think perhaps the principal explana- 
tion is that we had some trouble with one of our major engine models. 
We were forced to cancel a sizable aircraft contract because this new 
engine just did not make the grade and these planes which we had an- 
ticipated would be coming into the service now are not available. Off 
the record. 

(Discussion off the record.) 


RESERVE STOCK 


Mr. Wicctesworrn. You point out in your statement that the re- 
serve stock aircraft was pulled down from 4,500 to 600 in connection 
with the Korean hostilities. As the new planes come into the active 
components and increase the percentage of modernization, will the 
reserve stock also be built up? 

Admiral Orstre. We hope that that will be the case, Mr. Chairman. 
In the course of the next few years we will be able to pick up additional 
aircraft in reserve stock from those that still have some useful life and 
which might be used in MDAP programs as well as a war reserve. 

Mr. Wicoieswortu. Off the record. 

(Discussion off the record.) 

Mr. Wiccteswortn. I also understand from what you have told us 
that the number of planes actually procured in fiscal 1951 were 3,278; 
in 1952, 3,862; in 1953, 2,996, and that it is estimated that in 1954 the 
number will be 1,499, and in 1955, if this pending request is approved, 
that the number will be 1,455, an average of 2,618 per year. 

Are there any questions in respect to Admiral Ofstie’s statement 
before we hear from Admiral Soucek / 

Mr. Ostertag? 


|| 
| 

| 


Cr 


383 


AIRCRAFT 'SENT TO INDOCHINA 


Mr. Osrertrac. Admiral, in your statement you referred to Korea 
and Indochina, or perhaps I should say Indochina, and a moment 
ago you also referred to planes available for Indochina. Am I 
correct ? 

Admiral Orstiz. Yes, sir. We have sent quite a number of reserve 
stock aireraft to Indochina. 

Mr. Ostrerrac. You have already ? 

Admiral Orstre. Yes, sir. We turned them over to France, of 
course. There are a good many flying there every day. 

Mr. Ostertac. Are there any Navy men involved in this training 
program ¢ 

Admiral Orstte. No, sir. We have given them assistance in the 
operation, both of the carrier, which they got from us, and of the 
United States naval types of aircraft they use, but the training was 
not conducted there. 

Mr. Ostertac. Not there? 

Admiral Orsrtr. No, sir. 

Mr. Osrertac. Do you contemplate sending men to Indochina for 
training purposes? 

Admiral Orstie. That is a decision on a higher level than mine, sir. 

Mr. Osrerrac. In other words, there is no policy or plan within the 
Navy which would indicate that you will be directly involved ? 

Admiral Orstiz. No, sir. We merely furnish aircraft under 
MDAP as available from our second line aircraft. 


NAVY'S RESPONSIBILITY FOR LAND AIR OPERATIONS 


Mr. Osvrerrac. In your statement you point out that “Paralleling 
the transition to jet aircraft and the est wanes of guided missiles, 
and no less important in planning our aviation program, is the con- 
tinued maintenance and modernization of continental and overseas 
airbases.” Then later on you point out that by the end of fiscal year 
1955 the program calls for a Naval Aviation Establishment consisting 
of 91 stations, 72 continental and 19 overseas. What 1 am interested 
in determining is whether or not it is the policy, the practice, and the 
responsibility of the Navy to maintain land airbases in overseas 
areas 

Admiral Orstie. Yes, sir. We have sizable commitments in the 
way of specialized missions, antisubmarine warfare being the most 
important, in various areas, which require land air bases. In Japan, 
in support of the Korean conflict, we have had to have bases for over- 
haul and other support essential to these operations. 

Mr. Osrertac. Are they strategic bases in any way? 

Admiral Orsttr. Strategic in the sense they can serve as a base for 
attack? I would say not to any great extent. However, in surveillance 
of sea areas, for example the Formosa Channel, which is a commit- 
ment of the Seventh Fleet, we carry on effective war missions from 
overseas bases. 

Mr. OsrertaG. I have always had the impression that such types of 
operations were strictly the province of the Air Force. What I am 
trying to determine is where the Navy’s responsibility rests so far as 
land air operations. 
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Admiral Orstm. That has been discussed for a good many years, 
Mr. Ostertag. These bases are required primarily for naval missions, 
not strategic-type missions but surveillance of sea areas and the capa- 
bility of combating any enemy attempt to take over control of the 
sea. 

Mr. Ostertaa. I think that is all. 

Mr. Mr. Sheppard. 

Mr. Sueprarv. Admiral, with reference to your service colleagues, 
relative to the line of demarcation as to duty, that is initially resolved 
by the Secretary of Defense ? 

Admiral Orstme. Yes, sir, and the Joint Chiefs of Staff. 

Mr. Suerrarp. Through the Joint Chiefs of Staff and the Secre- 
tary of Defense back down to operations ? 

Admiral Orstte. Yes, sir, that is correct, Mr. Sheppard. 

Mr. Suerrarp. That was more or less defined in joint conferences 
which were held some 214 years ago, or approximately at that time, 
at which the line of demarcation between the respective services was 
attempted to be established ? 

Admiral Orstir. Yes, sir, that is quite true. 


OBSOLESCENSE OF AIR ARM AT COMMENCEMENT OF HOSTILITIES IN KOREA 


Mr. Suepparp. With reference to page 2 of your statement you 
state: 

At the commencement of hostilities in Korea, the Navy and Marine Corps 
had an obsolescent air arm. 

I am not quarreling with that statement, but what was the reason 
for that situation ? 

Admiral Orstir. Of course, that is a rather difficult question to 
answer. 

Mr. Suepparp. I think, however, it is one that is strictly applicable 
at this time because I would like to determine, within my own concept, 
specifically in view of what is being presented in the Navy appropria- 
tions requirement, the parallel between the two, and I would like to 
know what was the cause of that. 

Admiral Orstie. I would say, Mr. Sheppard, the primary cause 
was that in the period prior to June 1950, we were not building up 
our Armed Forces, and we had come down progressively from the 
end of World War IT. 

Mr. Sueprparp. However, that was a policy determination upon the 
policy level. 

Admiral Orstie. Yes, sir; I am sure of that. 

Mr. Suepparp. All right; now, go ahead. 

Admiral Orstie. There just were not funds available over that 
ekg of time from 1945 to 1950 for research and development at a 

igh level, and it was not until the intent of the Soviet was determined 
that we got these large appropriations both for research and develop- 
ment and for production. 

Mr. Suerparp. Again I am going to have to clear the record to this 
degree : it is true the funds were not made available, but it was because 
of the fact that the funds were not requested. 

Admiral Orsrim. Yes, sir, or screened out in the various budget 
processes. 
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Mr. Suepparv. There are certain factors of determination that J 
think should be pretty clearly evidenced in the record in order that 
we may be able to profit from the lessons of the past as they might 
apply to the present and to the future. That is why I am addressing 
myself to this particular aspect of your statement. Let us trust it 
does not repeat itself. 

That is all. 

Mr. WicéLeswortn. Thank you, Admiral. 

Admiral Soucek, Chief of the Bureau of Aeronautics, is also here 
this morning and has a statement for the committee, certain portions 
of which, I understand, should be kept off the record. 

Admiral Soucek. Off the record. 

(Discussion off the record.) 

Mr. Sueprarp. Mr. Chairman, may | interject at this point? I note 
that Secretary Anderson has joined us. I am wondering if he might 
have something he might want to interject before we go into this 
statement, because obviously it would be in the policy bracket. 


STATEMENT OF SECRETARY ANDERSON 


Secretary Anperson. Thank you, Mr. Sheppard. My only reason 
for coming here today is because of the extreme importance that this 

rogram has on the readiness and the capability of the Navy, because 

know of no other program that is of more importance in developing 
what must be the capability of the Navy. 

I would like also to have the committee know that I personally have 
spent a great deal of time on this program with the various officers of 
the Navy and it certainly represents the very best judgment we have 
on the matter. 

I am coming here both for my own benefit, and also to express to the 
committee my extreme concern about the program that we have here. 

Mr. WiccieswortH. Thank you very much, Mr. Secretary. 

Mr. Suepparp. Off the record. 

(Discussion off the record.) 

Mr. WiecieswortH. The committee will be glad to hear you, 


Admiral Soucek. 


STATBMENT oF ADMIRAL SoUCEK 


Admiral Soucek. Mr. Chairman and gentlemen, since this is my 
first appearance here as Chief of the Bureau of Aeronautics, I should 
like to assure you at the outset of our keen awareness of the far- 
reaching issues coming before your committee for resolution and of 
our earnest desire to assist you in your important work in every way 
we possibly can. The Naval Aeronautical Organization takes great 
bad 3 in its contribution to national defense and is endeavoring con- 
stantly to better its performance both in achievements and in economy. 
I am privileged to report that concerted action is being taken to in- 
crease efficiency in every area of our operations and that our requests 
this year reflect throughout the progress we are making in reducing 
costs in the Naval Aeronautical Organization. 

Before proceeding further, however, I should like your permission 
to delete confidential portions of this statement prior to its publication 
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in the public record. In order to present to you a more comprehensive 
explanation of our budgetary requirements, I have se oe in this 
statement classified military information affecting the national secu- 
rity but I have here an unclassified version of the statement which may, 
if you so desire, be inserted in the public record without compromising 
the national security. 

The naval aviation estimates you have before you for review are 
based primarily on continuing throughout 1955 the currently pro- 
gramed operating strength of 9,941 aircraft and on funding the new 
aircraft which must be procured in 1955 to maintain that operating 
strength beyond 1955 in a state of effective military readiness. These 
estimates total $2,958 million and are presented under two appropria- 
tion titles: $1,987 million under “Aircraft and related procurement, 
Navy,” principally for our major aircraft and missile procurement 
programs, and $971 million under “Aircraft and facilities, Navy,” 
principally for our operational and research programs. 


AIRCRAFT PROCUREMENT 


As in previous years, aircraft procurement is our largest and in 
many respects our most important program. Procurement planning 
for 1955 centers largely around carrier-type jet aircraft for Navy and 
Marine combat squadrons. The procurement estimates before you 
include, in addition to normal combat requirements, $123 million for 
aircraft specifically programed as part of an integrated and expanded 
continental air defense. Continental defense, however, has always 
been an important element in the mission of naval aviation and the 
authorized forces have regularly included units specialized in conti- 
nental defense missions, 

Of total aircraft programed for procurement under these esti- 
mates, all but 79 are combat types and all without exception are high- 
performance aircraft that will substantially improve our operational 
capabilities when they become available to our operating squadrons. 
Because of the long procurement lead-time involved, delivery of these 
aircraft will not commence until well into fiscal year 1956 and will 
continue through the first 6 months of fiscal year 1957, a delivery time 
span of approximately 1 year. 

One of our most pressing problems in the aircraft procurement area 
is the rising costs generated by wage increases. Again during the 
past year increases in wage rates have had a significant impact on 
aircraft costs and further increases appear to be in prospect. We rec- 
ognize, of course, that labor rates cannot remain static but increases 
that outstrip improvements in productivity are inflationary in their 
effect on our program and result in less defense per dollar expended. 
In our estimating of aircraft prices for the 1955 procurement program, 
we have assumed that further increases will not occur and have priced 
each model in continuing production at less than the cost actually be- 
ing experienced today. We believe that the cost estimate used in ar- 
riving at the budget request are reasonable, but we feel constrained 
to point out that if wage rates continued to lead improvements in pro- 
ductivity, fewer aircraft than planned can be purchased with the funds 
we are requesting. 

You are all familiar, I believe, with the fact that during the 3 years 
of Korean hostilities the aviation industry was unable to fill orders as 
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rapidly as they were placed. Now that our programing is geared to 
force levels that can be sustained over an extended period of uneasy 
peace, the outstanding backlog of orders is being substantially re- 
dueed. Both this year and next are years of readjustment, during 
which the quantities of aircraft being delivered from previous con- 
tracts will exceed the quantities of new aircraft placed on contract to 
cover future delivery requirements. In both fiscal years, 1954 and 
1955, the quantity of aircraft delivered will exceed the quantity or- 
dered. Since actual production of aircraft, rather than new orders 
placed, measures the strength of the aviation industry, the aviation 
industry is being strengthened under the program we are presenting. 
In accordance with the greater emphasis assigned to airpower by the 
National Security Council, aircraft production levels programed for 
the funding period covered by this budget are the highest since World 
War Il. 

The particular models of aircraft programed for procurement in 
1955 incorporate the newest features in aircraft design and the latest 
developments in weapons, powerplants, electronic communications, 
navigational aids, and fire-control systems. I have here a short film 
strip showing the more important of these models and if you would be 
interested I would like to show it when we reach the aircraft area of 
our detailed justifications. For the present, I should like to emphasize 
that this program has been very carefully developed and that it has 
been fully integrated with aircraft already on order but undelivered, 
to provide an effective, hard-hitting, and flexible combat force, in con- 
sonance with Joint Chiefs of Staff defense objectives. 


INDUSTRIAL PREPAREDNESS 


Earlier in these hearings Admiral Ofstie discussed our expansibility 
potential from a mobilization standpoint and in so doing indicated 
that our going production rates fall short of the purely military ideal 
as a mobilization base for a general war. If it were practicable, we 
would like to have on hand at M-day all of the aircraft that would be 
needed then for worldwide combat, should that unfortunate catastro- 
phe occur. We realize that any such ambitious war reserve is not prac- 
ticable and that our mobilization requirements will have to be met 
largely from postmobilization production. The ability to expand pro- 
duction after M-day depends in part on the then going production rates 
and in part on the existence of established facility capacity. In both 
of these respects we shall be better prepared throughout this period 
than at any time heretofore, since our going production rate will be 
the highest we have had since World War II and since considerable 
mobilization-facilities capacity will be available as a result of the com- 
pletion of the far-reaching facilities program authorized by the Con- 
gress shortly after Korean hostilities commenced. 

Although our facilities-expansion program is largely completed, 
industrial capacity is not static and will gradually be overtaken by 
events if not continuously modernized and adequately maintained. 
Funds for modernization are covered by the special defensewide 
appropriation for “Reserve tools and facilities” and funds for the 
maintenance of standby facilities are covered by our industrial mobil- 
ization estimate under the “Aircraft and facilities, Navy” appropria- 
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tion. Our industrial mobilization estimate also covers preparedness 
projects directed toward streamlining manufacturing techniques and 
reducing requirements for critical materials. 

In this connection you may recall our discussion 2 years ago of the 
code project Tinkertoy that was undertaken as part of our industrial 
mobilization program. Last fall we made available to industry the 
revolutionary modular electronic construction technique developed 
under this project, and that technique is now being employed in indus- 
trial applications. The beneficial results of this project afford an 
excellent illustration of the objectives we seek in our industrial pre- 
paredness program: quick expansibility of production, fast conversion 
from civilian to military products, uniform and higher quality prod- 
ucts, reduced lead-time cycle, lower production cost, and utilization of 
substitutes for critical materials. 


GUIDED MISSILE PROGRAMS 


Considerable progress is being achieved in making effective guided 
missiles available to our operating squadrons. Firings of Sparrow I 
under simulated tactical conditions during the past year have supplied 
statistical samples sufficiently large to provide reasonable assurance 
of the lethal capabilities of these weapons. Even more significantly, 
we find that missile operations will require only short pilot training 
periods with these weapons in lieu of the long training periods neces- 
sary with other weapons. Alternative designs of the Sparrow I like- 
wise have been successful in achieving their design goals during this 
past year. 

Our missile estimates for 1955 total $70 million for the procure- 
ment of missiles, drones and related equipment for fleet use and for 
evaluation of improved designs. Concerning these programs I would 
like to leave with you this principal thought. We have been plan- 
ning, designing and evaluating missiles for a number of years and 
have been successful in advancing these weapons to combat status. 
With them we will be able to add a new dimension to our combat 
tactics and thus greatly enhance the combat effectiveness of the United 
States Navy. 


FLIGHT OPERATIONS AND AIRCRAFT OVERHAUL 


The Chief of Naval Operations already has explained how our com- 
bat potential will be improved next year through the delivery of new 
jets to our combat squadrons. Inasmuch as these new aircraft are 
more expensive to operate than the lower performance reciprocating 
aircraft they will displace, their operation has a significant impact 
on our financial requirements under the flight operations programs. 
To a rather considerable extent, however, we will be able to offset 
these increased costs through a major economy program undertaken 
during the past year. Heretofore we have been using high octane 

asoline aboard our carriers as jet fuel, because of logistic limitations, 
but we now have a special fuel blending system which we are install- 
ing on our carriers that will enable us to use the cheaper jet fuel blends 
in lieu of high octane gasoline. All of our carriers are being equipped 
with this new system and we will be able, as a result, to realize sub- 
stantial savings next year. Were it not for these savings, the higher 
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proportion of jet aircraft in Regular and Reserve operating com- 
plements would increase the total flight operations estimate consid- 
erably above the $5 million increase budgeted. 

Our aircraft overhaul estimates also reflect considerable savings as 
a result of the progress we are making in reducing costs. Last year 
we undertook to reduce overhaul costs 10 percent and we have been 
largely successful in meeting this target, although the savings have 
in part been offset by wage advances during the year. Perhaps the 
most effective step taken to lower costs has been a simplification of 
overhaul specifications to reduce man-hours required. Another has 
been the establishment of shopwork standards, with the assistance of 
professional consultants, to provide a more scientific basis for moni- 
toring shop performance. ‘The combination of these two steps has 
enabled us already to make sizable reductions in civilian employment 
in our industrial facilities and will lead to still further savings in 
the future. We accordingly have programed a further 6 percent 
improvement in 1955 and have reflected this additional saving in the 
overhaul estimates before you for review. 


STATION OPERATIONS 


The $192.9 million estimate for the operation and upkeep of our 
70 Regular and 21 Reserve Navy and Marine Corps air stations limits 
station funding to the austere 1954 levels with only partial recogni- 
tion of increases in pilot training programs, the redeployment of 
Marine air units, the operation of newly constructed facilities, and 
other additional requirements not experienced in 1954. Of the total 
budgeted, $2 million covers costs of activating and maintaining new 
stations and fields in 1955. As in other areas, we are very conscious 
here also of the necessity of keeping our costs down to an austere 
minimum and shall make every effort within the estimates presented 
to maintain our shore establishment at a level adequate to support 
essential operations. 


AVIATION RESEARCH AND DEVELOPMENT 


Aggressive research and development is a prerequisite to long-range 
reliance on airpower and vitally affects our national security planning. 
The rapid progress achieved in aviation during the past decade stems 
largely from technological advances accruing from aggressive pro- 
grams of research and development both in this country and abroad. 
Again in 1955 we are looking forward to a year of solid achievement 
in the research and development programs planned under the $147 
million requested in this budget. 

During the past year we have systematically and painstakingly re- 
oriented our research and development programs to reduce costs 
wherever practicable and have succeeded in making very substantial 
reductions in this area. Our approach has been threefold: First, to 
monitor progress of continuing projects so as to maintain the most 
economical level consistent with the urgency of fleet requirements for 
improved equipment; second, to terminate those projects whose ulti- 
mate worth had become questionable as work progressed or as military 
requirements changed; and third, to commence only a minimum num- 
ber of new projects which are most needed and most promising. 
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Vigorous pursuit of this approach is enabling us to reduce annual 
expenditures for research and development from approximately $180 
million in 1954 to $147 million in 1955, the funding level requested in 
the budget estimates before you. 

We believe that these reductions are the maximum which can be 
made safely in this area and that any further curtailment would re- 
sult necessarily in the cancellation of some highly promising projects 
in which heavy prior investment has been made, but from which we 
do not as yet have an end product that can be evaluated. Substantially 
all of the new obligation authority being requested for 1955 in re- 
search and development program areas is planned to cover a 1-year 
increment of financing for projects now funded only through the 
current fiscal year. Most of these projects have been underway for a 
number of years and have progressed from the design stage to the more 
expensive prototype fabrication stage out of which comes the end 
ie ae that proves the ultimate success or failure of the project. 

ach of these projects will be kept under continual critical review to 
ensure prompt and effective adjustment to new technological and 
military developments. 


SUPPORTING PROGRAMS 


Other essential program requirements totaling $116.2 million are 
presented under the heading “Supporting equipment, material and 
services” in our aircraft and facilities appropriation. Among these 
important requirements are tactical equipment for the three Marine 
air wings and deployable fleet units, cameras and photoraphic equip- 
ment for naval aviation, subsurface submarine detection devices, 
operational flight trainers to complement new aircraft models, and 
specialized equipment for the launching and landing of aircraft 
aboard our Navy carriers. Each of the various programs in this area 
is related to one or more of the following factors: (a) Deliveries of 
new aircraft and related aviation material, (6) aviation training, 
(c) character of projected aircraft operations, and (d) number of 
carriers and other fleet vessels in the operating complement. 


ECONOMY PROGRAMS AND CIVILIAN PERSONNEL 


In keeping with the expressed desire of your committee last. year, 
and in furtherance of our own recognized responsibilities to the 
country to provide maximum Naval aviation potential at minimum 
costs, substantial thought has been given and affirmative action has 
been taken during fiseal year 1954 at all levels of our organization 
both in Washington and in the field to achieve efficiency and economy 
of operation. Some of the procedural devices through which we have 
improved our performance are: work-measurement controls, which 
permit individual comparisons with standards; cost-control systems, 
which provide for a continuous monitoring of costs incurred; rigid 
requirements reviews in conjunction with our quarterly allotment 
of funds to our field installations; and thorough field inspection of 
operational efficiency and of the use to which our Government facilities 
are put. 

Civilian personnel, which cuts across most program areas, is a 
principal focal point of our efficiency improvement programs, and 
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results have been very gratifying. When our budget was presented 
fast year, we had a total “of 84.208 civilians on board and were project- 
ing a year-end strength of 81,146 for the two appropriations for which 
TI am administr atively responsible. This year-end strength antici- 
pated extensive operational economies in accomplishing an increased 
workload. However, our concerted efforts in effecting operational 
economies is expected now to result in a year-end employment of 
77,815. Again in 1955 employment will continue to decrease, despite 
the release of military personnel from support activities to combat 
forces and despite the activation in that year of 2 additional stations 
and 4 additional auxiliary landing fields. 

During the past year I have activated the office of the Bureau of 
Aeronautics Inspector General, have established a management- 
training program for commanding officers of our air stations, have 
established a number of committees made up of top management per- 
sonnel from our organization to review many important areas of our 
operation, and have strengthened the comptrollership concept in the 
bureau and at our major field establishments. These are but a few 
of the actions we are taking to improve our effectiveness and to 
achieve economy. Recent visits to our field establishment have con- 
vinced me that there is now a cost consciousness throughout our or- 
ganization which exceeds anything that has prevailed since prior to 
World War Il. While the results of our past actions have been very 
gratifying, I assure you that management efficiency and economy w ill 
continue to be our objective in fise -al year 1955, and that I will press 
for the accomplishment of this objective with all possible force. 


SUMMARY 


In summary, we are requesting a total of $2,958 million for our 
naval aviation programs in 1955, $1,987 million under the appropria- 
tion “Aircraft and related procurement, Navy” and $971 million 
under the appropriation “Aircraft and facilities, Navy.” Lam sure 
that you are familiar with the lengthy budget process and with the 
extensive screening within the executive branch to which these esti- 

mates have already been subjected. The funds requested are, we be- 
lieve, the absolute minimum required to permit us to carry out 
effectively the mission of naval aviation and reflect our sincere efforts 
to accomplish our mission at the lowest possible cost. 

Detailed justification of these estimates is contained in the unclassi- 
fied budget books provided this committee some days ago and in the 
classified supplements which we have brought here today. In addi- 
tion, both I and the members of my staff here with me are available to 
assist you, as you may desire, in carrying out your examination of our 
proposed programs. 

Mr. WiaeieswortH. Thank you very much, Admiral. 


CONTINENTAL AIR DEFENSE 


I note on page 2 of your statement your reference to the fact that 
the estimates include, in addition to normal combat requirements, 
$123 million for aircraft specifically programed as part of 2» inte- 
grated and expanded continental air defense. 

Admiral Soucek. Yes, sir. 
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Mr. Wiccteswortn. Can you elaborate on that a little, either on 
the record or off the record ? 

Admiral Soucek. This is off the record. 

(Discussion off the record.) 

Mr. WiceieswortH. How many aircraft are contemplated for this 
purpose in the request before us, and how many do we have in that 
field now? Off the record. 

(Discussion off the record.) 

Admiral Soucek. Will you answer that, Mr. Smith? 

Mr. Smirn. Off the record. 

(Discussion off the record.) 


FUEL BLENDING SYSTEM 


Mr. Wiccteswortn. I notice with interest your reference on page 
7 to the savings effected under flight operations and aircraft over- 
haul as a result of a special fuel-blending system which you are in- 
stalling on carriers that will enable you to use cheaper fuel blends in 
place of high-octane gasoline. 

Is this same course, if you know, being followed in the Air Force? 

Admiral Soucrx. I could not be sure of the answer. They do not 
need it as badly as we do, since they do not have to carry two kinds 
of fuels within the same unit as we do. I believe they do some blend- 
ing. Our blending procedure is specifically for carriers where we 
have to carry high-octane gasoline for our piston engines and jet fuel 
for our jet engines. By the blending process we can blend our own 
fuel there and have the two kinds on board ship. 

Mr. WiccieswortH. This is something you have been developing 
for several years? 

Admiral Soucek. Yes, sir. 

Mr. Wiecteswortn. My impression in the past, at any rate, was 
that there was a difference in point of view between the two services 
with respect to the practicability of blending. That is why I asked 
the question. 

Admiral Soucex. Was that answer satisfactory, sir, on the jet 
blending? 

Mr. Wiaecirswortn. Yes, I understand you answered it as far as 
you could. 

Admiral Soucer. T did, sir. 

Mr. Wiecrieswortn. I am sure the eommittee is also interested in 
vour statement under the heading of “Economy Programs and Civil- 
ian Personnel,” and the progress which it reflects. 


CONTINENTAL AIR DEFENSE 


Coming back to my first question, I assume that the Air Force is also 
programing. is it not. for the continental air defense ? 

Admiral Soucer. Yes, sir. 

Mr. Wieeirswortn. Are the respective roles of the two services 
clearly defined in that connection ? 

Admiral Orsttr. Thev are very definitely, Mr. Wigglesworth. We 
tie in at the seacoast side of the line, under a program laid down by 
the Joint Chiefs of Staff and the Department of Defense. 
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REVISIONS IN 1954 PROCUREMENT PROGRAM 


Mr. Wiceteswortu. There have been some changes, have there not, 
in the current procurement program as compared with the program as 
presented to the committee last summer ? 

Admiral Soucek. In the 1954 budget ¢ 

Mr. Yes. 

Admiral Soucek. Yes, sir. 

Mr. Wiceieswortu. Looking at a table that has been presented by 
the Department of the Navy, entitled “Aircraft Procurement Pro- 
gram” and accessories, it would appear that, as compared with the 
1,332 planes that it was contemplated to procure under the 1954 pro- 
gram when you presented your request to the committee last summer, it 
is now anticipated that there will be 1,499 planes procured. The dif- 
ference seems to be reflected in a substantial decrease in respect to 
fighter planes, and a very large increase in respect to trainer planes. 
What is the explanation of that? 

Admiral Soucek. Can you answer that, Mr. Smith ? 

Mr. Smirn. There was a review, Mr. Chairman, of the approved 
program in September 1953, which took into account certain difficul- 
ties which had not occurred earlier, and there was some reprograming 
of the actual aircraft in the 1954 program. 

Mr. Wicctesworrn. It seems to be a pretty substantial reprogram- 
ing. That is why I asked the question. 

Mr. Smirn. Yes, sir. There were some reductions made at that 
time. There were funds further made available, and the use of those 
funds was then applied to the quantity of trainer aircraft which you 
referred to, so that, as a result of that, the total number of aircraft in 
the program was increased to 1,499 with the same funds that were in 
the program. 

Mr. WiccteswortH. You mean that the statement which the admiral 
made about the lack of success with a certain type of engine was in 
part responsible for this? 

Mr. Smiru. Yes, sir. 

Mr. Wiccteswortn. Was it completely responsible, largely respon- 
sible, or what? 

Mr. Smirn. That was the principal item in the adjustment neces- 
sary in the program at that time. 

Mr. Wiceieswortn. In other words, as a result of that development 
it was impossible to procure the number in the fighting class that had 
been contemplated, and the excess money was applied to trainers? 

Mr. Smirn. The combatant aircraft to which you are referring, yes, 
sir. There was actually more than one model. We can supply the 
details by models for the committee’s use. 

Mr. Wiccreswortn. Off the record. 

(Discussion off the record.) 

Mr. Suepparp. In respect to your trainer program, as you phase 
your active planes out, do they revert to the training program ? 

Captain Sutriry. Yes, sir; we use a large number of our second-line 
combat aircraft in the training program. In fact, in the pilot-train- 
ing program we have no first-line aircraft at all. We do all of our 
training in second-line aircraft. 

Mr. Sueprarp. The thought that prompted my question was the 
smaller number of attack and jet fighters as compared with the larger 
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number of trainers, and that is one reason for my asking why. do we 
not take our planes that are going to that status of obsolescence and 
put them in the training program and intensify the program ? 

Captain Srtriey. We do that wherever we can. Certain types of 
training, however, must be performed in training types of planes. 

Mr. Suerrarp. That is true. 

Captain Surrey. We use older combat types entirely for training 
which must or can be accomplished in combat models. We do not buy 
any new aircraft for that purpose. 

Mr. Suepparp. In other words, the figure of 624 in 1954 is essen- 
tially to pick up that slack that you have just referred to? 

Captain Surrey. Yes, sir. 

Admiral Soucex. The trainer planes purchased were basic train- 
ing planes which are used in assignments for which combat-type air- 
craft are not suitable. Mr. Sheppard. 

Mr. Sueprarp. Thank you, Mr. Chairman. 

Mr. WiccLteswortH. Are there any questions on the admiral’s over- 
all statement before we turn to the justifications, Mr. Ostertag? 


AIRCRAFT DELIVERIES 


Mr. Ostertac. Would you amplify, Admiral, the meaning of your 
statement in which you say: “In both fiscal years 1954 and 1955 the 
quantity of aircraft delivered will exceed the quantity ordered.” 

Admiral Soucek. Yes, sir. The number of planes now being pro- 
duced from purchases which were made during prior years exceeds 
the number being ordered at the present time for future delivery. 
We have series of charts here which I believe may clarify this point, 
Mr. Ostertag. These charts present the relationship between orders 
and deliveries of aircraft and show the extent to which the actual 
production of aircraft is being expanded during the funding period. 
I am going to ask Captain Dietrich, Director of the Plans Coordina- 
tion Division, to explain these charts in more detail. 

Captain Drerricn. This first chart shows the number of new air- 
eraft to be funded in 1955 in relation to previously authorized pro- 
curement programs. The chart on the right shows aircraft deliveries, 
with aircraft to be funded in 1955 represented in yellow and those 
funded under prior year programs represented in blue. Note that 
the blue area extends throughout this entire period and supplements 
deliveries from the new program, which is the yellow area. The yel- 
low area is considerably lower than the actual deliveries, which come 
from both areas. 

Mr. Osrertac. In other words, there is a backlog of orders and dur- 
ing the current year you will receive more planes than you actually 
ordered during the year for future deliveries ? 

Admiral Soucer. Yes, sir. 

Mr. Osrertac. The point remains that we are now receiving more 
planes than we are actually ordering ¢ 

Admiral Soucek. Yes, sir; and that we are reducing the backlog of 
planes purchased some time ago at a more rapid rate than we have 
done heretofore. 

INDUSTRIAL PREPAREDNESS 


Mr. Osrertac. Also, Admiral, under the heading of industrial pre- 
paredness, are we to interpret that there is an important area of mo- 
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bilization production that fits into this picture? That is, in this lev- 
eling off, under the so-called New Look, there is a definite need of 
maintaining a reasonable degree of industrial preparedness or mobi- 
lization ¢ 

Admiral Soucek. Yes, sir. 

Mr. Osrertac. And your program is geared to that ¢ 

Admiral Soucek. That is correct, sir. 

Mr. Osrertac. Am I to understand that in your program you are 
attempting to maintain a reasonable balance of productive capacity, 
but not to the degree where there will be industrial fluctuations ¢ 

Admiral Soucek. Yes, sir. We are keeping our production lines 
going at reasonable levels, by eliminating insofar as practicable unde- 
sirable peaks and valleys in industry, and we are maintaining and im- 
proving our capabilities to start rapid and rather extensive produc- 
tion on mobilization day. 

WAGE INCREASES 


Mr. Osrertrac. You speak about contemplated wage increases or 
costs of labor. Is that because the aviation industry expects such 
changes, and the industry in accepting contracts takes that into ac- 
count ¢ 

Admiral Soucek. I cannot say whether the contracts do in all cases, 
but our budget does not. The contract pricing does not make any 
allowance for wage increases as such but the contracts contain escala- 
tion clauses that make us responsible for wage increases that may take 
place. 

Captain Bearpstey. I might enlarge on that, if I may, Mr. Ostertag. 

Mr. OsrerraG. I shall be glad to have you do so, Captain. 

Captain Brarpstey. As reported by the Bureau of Labor Statistics, 
the average hourly earnings in companies which make aircraft and 
aircraft parts were $1.61 an hour during the first 6 months of the 
calendar year 1950. 

Using that 6 months’ period as a base, we find that the average hourly 
earnings have increased steadily since that period through last Octo- 
ber, which happens to be the last month I have reported, at which time 
they had advanced to $2.02 an hour—an increase of about 25 percent. 
In other words, from the first 6 months of 1950 the average hourly 
earnings in aircraft industries have progressively advanced to a point 
25 percent higher than they were in 1950. 

The significant fact is that these earlier appropriations were all 
based on the costs which existed at that time. Due to the lead time 
required in buying aircraft, costs now are higher than they were when 
the programs were authorized but we have allowed for that in our re- 
programming and are in balance at the current price levels. In 
budgeting, however, we do not forecast additional increases in price 
which may take place. If prices continue to rise, we will be forced 
to buy less aircraft. If they are stabilized, we think that our present 
budget is adequate. 

Mr. Osrertac. Captain, do you contemplate that you will receive 
fewer planes for this money than your figures indicate ? 

Captain Brarpstey. I am not an economist, sir, but I believe the 
upward spiral of costs is slowing down. I do not think we will have 
the increases in the costs of material and hourly wages in the next ” 
years that we have had in the past 3 years. 
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There is one additional factor that I might add. In my experience 
in this field for the last 7 or 8 years, we have, generally speaking, paid 
more for the aircraft purchased than we thought we would originally. 
We have not overestimated the cost of the aircraft we purchased, but, 
rather, have underestimated. 


MISSILE PRODUCTION 


Mr. Ostertac. Have we reached the stage, Admiral, where it is prac- 
tical for the all-out production of missiles? 

Admiral Soucek. All-out production, sir? 

Mr. Ostertag. Yes. 

Admiral Soucek. No; I do not think so. We have not reached that 
stage yet. We are still, to a great extent, in the developmental stage, 
but F think that Admiral Sides could give you a more detailed answer 
on that. 

Mr. Ostertac. I do not know whether or not this subject is a part of 
your confidential statement. If so, kindly respond “off the record.” 

Admiral Soucek. Yes, sir; it is. 

Admiral Swes. Off the record. 

(Discussion off the record.) 


FUEL BLENDING SYSTEM 


Mr. Osrertac. Mr. Wigglesworth raised the question of the new 
blending system for gasoline. It is not clear to me whether or not 
that has brought about a $5 million saving, or that it would have cost 
us that much more without it. 

Admiral Soucek. It would have cost us that much more. If we 
did not have that blending system, our budget cost would have had to 
be increased by $3 to $5 millions more for fuel. 

Mr. Ostertac. Was this development, Admiral, the result of Naval 
research and development work ? 

Admiral Soucek. Well, to a large degree, yes. We started by using 
diesel fuels and gasoline and through various research measures, 
largely just trial developments, we were able to reach a blending proc- 
ess. it is partly research and development of the petroleum industry. 

Mr. Osrertac. Was this finding, or this development, the result 
of direct research, or was it brought about through normal processes 
of experiences and tests that would normally be made by the Navy? 

Admiral Soucek. Tests that we would normally make in the Navy. 
We were really forced to do it by the limited tankage or bunker space 
that we have aboard ship. 

Mr. Osrertac. Do you profit by the experience of the Air Force in 
such matters, and do they profit likewise from your experience ? 

Admiral Soucex. Yes, sir; we have a complete exchange of 
information. 


EXPENDITURES FOR RESEARCH AND DEVELOPMENT 


Mr. Osrertac. You referred to the fact that the expenditures for 
“Research and development” have been substantially reduced as com- 
pared with the fiscal year 1954. Is there any particular reason for the 
adjustment except that you are attempting to eliminate worthless or 
useless projects which might serve no useful purpose ? 
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Admiral Soucek. It is primarily an attempt to reduce costs. 

Mr. Osrertac. Would you say, Admiral, that you are down to rock- 
bottom on the funds that should be made available for research and 
development ? 

Admiral Soucek. I would say that $147 million is rockbottom, sir. 
It is as low as we think we can safely go. 

Mr. Osvertac. Will these powerful steam catapults be installed on 
all carriers? 

Admiral Soucek. Only on the attack-type carriers, Mr. Ostertag. 


CIVILIAN PERSONNEL 


Mr. Osvertac. Referring to civilian personnel, Admiral, you point 
out that there will be a substantial reduction in civilian personnel, 
but you also mention civilians on board. That does not mean on board 
ship, of course? 

Admiral Soucek. No, sir, that means on our books, people actually 
on our payroll. 

Mr. Smiru. On the payroll. 

Admiral Soucek. Yes, sir. 

Mr. Ostertac. Off the record. 

(Discussion off the record.) 

Mr. OsrertaG. Does this include indigenous personnel ? 

Admiral Soucek. Yes, sir. 

Mr. Ostertaa. Is it not the policy to increase the number of civilian 
personnel to take the place of military personnel wherever possible? 

Admiral Soucek. It is, sir. 

Mr. Ostertac. In the light of that policy, and in the interest of 
economy, why is there a decrease in civilian personnel rather than 
an increase ¢ 

Admiral Soucex. We believe that through rigorous economy and 
improved procedures we can meet the workload required of us with 
fewer personnel. Both military and civilian personnel are fully inte- 
grated in our program estimates. 

Mr. Osrerrac. You are not substituting military personnel for 
civilian personnel ? 

Admiral Soucek. In no case, sir. 

Admiral Ciexron. You will recall, Mr. Ostertag, that during the 
fiscal years 1954 and 1955 we are cutting down a little over 100,000 in 
military personnel and at the same time we are reducing the number of 
civilian personnel. 

Mr. Osrertac. Off the record. 

(Discussion off the record.) 

Mr. Osrertag. That is all, Mr. Chairman. 

(Discussion off the record. ) 


AFTERNOON SESSION 


Mr. WiccLeswortH. The committee will come to order. 
Mr. Sheppard has the witness. 


AIRCRAFT OVERHAUL 


Mr. Sueprarp. With reference to your statement reflected on page 
8 wherein you refer to the aircraft overhaul estimate and the savings 
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that were made, what particular type of function did you create 
whereby you could make a 10 percent saving? 

Admiral Soucek. One of the principal things, Mr. Sheppard, was 
to reduce the extent of overhaul; the other principal factor was im- 
proved efficiency. We also extended the time of overhaul in some cases 
but. most of our gain workloadwise came from what we call a reduction 
in depth of overhaul. We have tried in certain planes not to overhaul 
quite as frequently as we had in the past, so we omitted overhauling 
a lot of things that formerly had been overhauled. 

Mr. Sueprarp. In some cases you do not know what has to be done 
on them until you get into them and open them up? 

Admiral Soucek. That is right, sir. Insofar as an individual plane 
is concerned, the extent of overhaul necessary can be determined 
definitively only by the preinduction inspection. 

Mr. Sueprarp. What percentage of this work is being let out on 
contract? I am referring now to the modification and overhaul 
aspect. 

Admiral Soucek. I do not recall at the moment the overall percent- 
age, but I can say that none of our combat-type planes are overhauled 
commercially. The overall percentage, I see, is about 10. 

Mr. Suerrarp. I do not want to go into any minute detail because 
we will have that unfolded in our justifications. 

How many contracts would actually be effected to absorb the 10 
percent workload ? 

Mr. Lewis. I would estimate about two dozen. 

Mr. Snerrarp. What has been your reaction in the competitive field @ 
I understand that field is far more competitive than it was 5 or 6 
months ago. Are you getting any beneficial reductions emanating 
from the competitive factor ? 

Mr. Lewis. There have been both decreases and increases, sir. 

Mr. Suerrarp. What do you attribute the increases to? 

Mr. Lewis. Basically, plant load conditions of the firms bidding. 

Mr. Suepparp. Am I safe in assuming that in order to protect your- 
self against that eventuality you are dispersing your projects, or are 
you centering them ? 

Mr. Lewis. It has been our general policy to have the work per- 
formed wherever we can get the best price. 


COMPETITIVE NEGOTIATION BIDS 


Mr. SuHerrarp. Are those contracts negotiated or handled upon a 
competitive bid basis? 

Mr. Lewis. It is a competitive negotiation, sir. 

Mr. Sueprarp. Who is here who can define “competitive negotia- 
tion” in its operational aspect ? 

Mr. Lewis. I recall, Mr. Sheppard, that that has been a favorite 
topic of yours. 

Mr. Suepparp. It still is. 

Mr. Lewts. In competitive negotiation, sir, we solicit proposals 
from a number of responsible firms that we consider have the resources 
and technical Ace: se to handle the type of work involved. We 


take the best of the proposals submitted and from that work out the 
best possible deal we can get for the Government. These proposals 
are not advertised bids in the sense I believe you refer to competition. 
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Mr. Suerrarp. Is it not the policy when you are inviting negotiated 
bids to have at least three firms consulted / 

Mr. Lewis. In many cases more than that, Mr. Sheppard. 

Mr. Suerparpv. What is it? 

Mr. Lewis. I can recall some running to 15; we try to get at least 3. 

Mr. Suerrarp. In other words, insofar as handling this competitive 
factor is concerned, you are endeavoring to get as much dispersement 
as you can in order to get the workload properly taken care of and 
as economically as possible ¢ 

Mr. Lewis. Yes, sir. The workload must be properly taken care of 
and certainly as economically as it possibly can. 

Mr. Sueprarp. I anticipated your answer, but I thought that it 
ought to be on the record in view of the situations that have recently 
developed. 

Off the record. 

(Discussion off the record.) 


PROCUREMENT FOR REPLACEMENT OF OBSOLETE AIRCRAFT 


Mr. Suerparp. I have one further question: With reference to the 
amount reflected on page 13 of $2,958,000,000 for naval aviation pro- 
grams in 1955, what percentage of your program is going to be 
obsolescent, or phased out because of obsolescence in which this sum 
will create a replacement, or a proportionate replacement / 

Admiral Soucek. I think that we can get an answer and submit 
it later. . 

Mr. Suerrarp. Reflected on your charts was an indicated factor, 
but not percentagewise. There is certainly a percentage application 
that would justify the new plane procurement program. 

Admiral Soucek. We will furnish an answer. 

(The information requested is as follows :) 

The question raised by Mr. Sheppard is difficult to answer definitively. In its 
broadest aspects, the entire amount budgeted can be deemed to provide “replace- 
ment” since the programed operating strength remains level. There are many 
areas in the budget which pertain to operational costs, however, and these are 
more in the nature of a continuation of programs than replacement. Research 
and develophent in the long run contributes both to replacement and to improve- 
ment but probably should not be considered replacement insofar as fiscal year 
1955 is concerned. From a more restrictive standpoint, the largest amounts 
budgeted are for the procurement of aircraft and all of the aircraft scheduled 
for procurement will serve as replacements for inadequate older aircraft now 
in the program, but the actual numbers to be replaced and dates of replacement 
must be classified for security reasons. 


BACKLOG OF DELIVERIES 


Mr. Suepparp. I think this question was answered. If it was I am 
going to be guilty of repetition. 

What percentage of the planes that were ordered under previous 
fiscal year appropriations are presently backlog, delivery wise 

Admiral Soucek. About 50 percent of those ordered subsequent to 
the commencement of Korean hostilities. 

(Off-the-record discussion of details.) 
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LEASING OF INACTIVE AIRCRAFT PLANT IN ROMULUS, MICH. 


Mr. Suerparp. One more question that has to do with direct policy. 

What is the name of the plant that you have in Michigan that is in 
the present state of inactivation ? 

Admiral Soucex. There are two. There is one at Warren, Mich., 
but I think the one you have in mind is at Romulus. 

Mr. Suerrarp. I was recently advised that an aviation production 
firm was desirous of securing that property from the Navy. It is also 
my present understanding it is inactivated. In other words, we are not 
recelving any remuneration for the plant in its present status. 

Admiral Soucex. That is correct, Mr. Sheppard. 

Mr. Sueprarp. That certain firm was very much interested in 
getting that property. It is assumed it is quite agreeable with you 
people. What has happened to that issue? 

Admiral Soucex. That is being handled jointly between the Navy 
and the Air Force. As I understand it, the Air Force does not want 
that company to go into business there because of the increased cost 
they believe would be incurred if it opened a new plant in Michigan 
in addition to the one it already has in New Jersey. 

Mr. Sueprarp, Is that the old Studebaker plant? 

Admiral Soucek. No; it is another plant in upper New Jersey. 

Mr. Suerparp. Insofar as the issue pertains, the Navy in this aspect 
is perfectly satisfied if it can get the property into a leased status to 
somebody else and get whatever financial return they can out of it. 

Admiral Soucer. Yes, we would, although we are most desirous of 
having the facility occupied by a jet engine manufacturer since it was 
constructed for that specific purpose. 

Mr. Suepparp. And whatever the problem may be at the moment 


ar that is in the higher echelon in combination with the Air 
orce? 


Admiral Soucex. Yes, sir. 
Mr. Sueprarp. No further questions. 
Mr. Wicciesworrn. I understand that the admiral has a film to 
show the committtee that he thinks will be helpful. 
Admiral Soucek. We have some models on the table, but the film 
strip shows them in motion. 
This film strip has been made up of excerpts from flight test films 
taken at various naval air stations and aboard carriers, and the film 
uality varies considerably because the shots were taken for opera- 
tional rather than for presentation purposes. At the end of the strip 
there are two guided missile flights, Sparrow and Regulas. Although 
these are not a part of the aircraft program, they will come up later 
in the guided missile budget activity and it will save time if we show 
them now. 
Mr. Ostertac. When were these films taken ? 
Admiral Soucerx. Within the last 3 months. 
(A film was shown the committee. ) 
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AIRCRAFT AND RELATED PROCUREMENT 
WITNESSES 
OFFICE OF DEPUTY CHIEF OF NAVAL OPERATIONS (AIR) 


VICE ADM. RALPH A. OFSTIE, USN, DEPUTY CHIEF 
REAR ADM. JOHN H. SIDES, USN, DIRECTOR, GUIDED MISSILES 
DIVISION 
CAPT. RALPH L. SHIFLEY, USN, HEAD, AIRCRAFT PROGRAMS 
SECTION 
BUREAU OF AERONAUTICS 


REAR ADM. APOLLO SOUCEK, USN, CHIEF 
CAPT. MORRIS A. HIRSCH, USN, DIRECTOR, FISCAL DIVISION 
EDWIN J. LEWIS, DEPUTY DIRECTOR, FISCAL DIVISION 
CAPT. GEORGE F. BEARDSLEY, USN, DIRECTOR, PRODUCTION DIVI- 
SION 
CAPT. ALFRED B. METSGER, USN, DIRECTOR, GUIDED MISSILES 
DIVISION 
OFFICE OF THE COMPTROLLER 


REAR ADM. EDWARD W. CLEXTON, USN, ASSISTANT COMPTROLLER, 
DIRECTOR OF BUDGET AND REPORTS 

CAPT. ROBERT R. CRAIGHILL, CHIEF STAFF OFFICER, OFFICE OF 
BUDGET AND REPORTS 


Amounts available for obligation 


1953 actual 186 estimate 1955 estimate 


Appropriation or estimate - | $3, 450, 000, 000 | $1,379,000, 000 | $1, 987, 000, C09 
Prise year balances available... 51, 511, 745 424, 491,715 |......... 
Reimbursements from other accounts. ---...........---- fiery: 38, 912, 521 56, 758, 000 | 200, 000 
Total available for obligation i 3, 3, 540, 424, 266 1,86 860, 249, 715 1, (87 87,200,000 000 
Obligations by activities 
Description 1953 actual 1954 estimate | 1955 estimate 
Direct Obligations 
$2, 937, 229, 386 | $1, 597, 385, 715 $1, 880, 000, 000 
2 Guided missile and target drone procvrement- -.--.-. 114, 031, 448 141, 792, 000 60, 000, 000 
Technical equipment for service 7, 378, 261 10, 979, 000 6, 800, 000 
wo GE eee eee 18, 380, 935 _ 8, 335, 0 000 40, 200, 000 
3, 077, 020, 030 808, 491, 715 1, 987, 000, 000 
Obligations Payable Out of Reimbursements From 
Other Accounts 
ee ee 38, 912, 521 56, 758, 000 200, 000 
3, 115, 932, 551 1, 860, 249, 715 1, 987, 200, 000 
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Obligations by objects { 
Object classification | 1953 actual 1954 estimate | 1955 estimate i 
| 
BUREAU OF AERONAUTICS | | ; 
Total number of permanent positions erentinph<oSeGbeddewakt 889 802 798 
Average number of all employees. 646 | 
Add average number carried in schedule of “Ordnance 
and facilities, Navy’ 1, 948 1,744 1,723 
Average number of all omplopes paid from 01 Per- | : 
| 2, 572 2, 390 2, 369 
General schedule grades: 
Average grade GS-88 GS-8.8 GS-8.6 
Ungraded positions: Average salary_...........-.-...-.--- $3, 699 $3, 935 $3, 935 | 
01 Personal services: j 
Permanent positions... $3, 563, 459 $3, 759, 581 $3, 759, 581 
Other positions 1, 652 
Regular pay in excess of 52-week base. ...______- 14, 322 14, 556 14, 556 H 
Payment above basic rates....._..........---.-- ‘ 146, 263 ui, 863 117, 863 | 
Subtotal 3, 725, 696 | 3, 892, 000 “3, 892, 000 I 
Add salaries carried in schedule of “Ordnance and | 
facilities, Navy’... = ; 8, 318, 000 7, 738, 000 | 7, 645, 000 : 
Total personal 12,043, 696 | | MM, 630, 000 | “11, 537, 000 
02 Travel. P 786, 541 770, 000 | 755, 000 | 
03 Transportation of things... .............-.----..2.- kad 8, 886, 504 6, 550, 000 | 3, 850, 000 } 
7? Other contractual servioes.-_..............2..-.....---.-. } 6, 220, 902 | 33, 933, 188 | 22, 934, 000 , 
Services performed by other ome. a | 31, 167 32, 000 32, 000 } 
08 Supplies and materials_- tseeckestte | 7, 876, 705 | 6, 341, 000 | 5, 831, 000 i 
09 Equipment 037, 1, 742, 923, 515 | 1, 942, 006, 000 
15 Taxes and assessments.____- 56, 300 55, 000 
Total direct obligations. 073, 662, 098 1, 802, 285, 003 | 1, 987, 000, 000 
Obligations Payable Out of Reimbursements From Other Accounts : 
09 Equipment 38,912,521 | 56,758,000 | 200, 000 
(3, 112, 574, 619 858, 048 003 1, 987, 200, 000 
| 
| — — — 
01 Personal services: Positions other than permanent 600 
07 Other contractual services pe 01, 673 $175, 682 
10 Lands and structures OF 41, 485 6, 615 | 
ALLOCATION TO GENERAL SERVICES ADMINISTRATION | | 
| 
ALLOCATION TO DEPARTMENT OF THE ARMY | | 
| 
09 Equipment. -| 245, 288 1, 024, 415 |- 
SUMMARY | 
Total number of permanent positions __- | 798 
Full-time equivalent of all other ...... 
Average number of all employees. 646 
Add average numbe r carried in schedule of “Ordnance | 
Average number of all employees paid from 01 Personal ‘ 
Average salaries and crades: Wasa | 
General schedule grades: | 
| $5, 939 $5, 953 $5, 951 
Average grade. ................. GS-88 | GS-88 GS-8.6 
Ungraded positions: Average salary $8. $3, 935 | , 935 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate 1955 estimate 


Direct Obligations 


01 Personal services: 


Permanent positions > 3, 759, 581 3, 759, 581 
Other positions 
Regular pay in excess of 52-week base- $14, 556 $14, 556 
Payment above basic rates 117, 863 117, 863 
Subtotal 3, 729, 296 3, 892, 000 3, 802, 000 
Add salaries carried in schedule of “Ordnance and 
facilities, Navy”’ 8, 318, 000 7, 738, 000 7, 645, 000 
Total personal services 12, 047, 296 11, 630, 000 11, 537, 000 
02 «Travel : 786, 541 770, 000 755, 000 
03 Transportation of things ; &, 886, ! 6, 550, 000 3, 850, 000 
07 Other contractual services____ 6, 912, 575 34, 108, 870 22, 934, 000 
Services performed by other agencies 31, 167 32, 000 32, 000 
08 Supplies and materials 10, 252, 591 6, 341, 000 5, 831, 000 
09 Equipment 3, 038, 002, O78 1, 743, 996,930 | 1, 942, 006, 000 
10 Lands and structures__ 41,485 6, 615 
15 Taxes and assessments : : 59, 793 56, 300 55, 000 


Total direct obligations _ se 3, 077, 020, 030 |1, 803,491,715 | 1, 987, 000, 000 


Obligations Payable Out of Reimbursements From Other Accounts 


09 Equipment... LE ee 38, 912, 521 56, 758, 000 200, 000 


Obligations 3, 115, 932, 551 (1, 860,249,715 1, 987, 200, 000 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year: 


Appropriation | $5, 340, 236, 942) $6, 847, 507, 586 $6, 250, 999, 301 

Contract : | 460, 042, 000 

Obligations incurred during the year_____- | 3,115, 982, 551| 1, 860, 249, 715) 1, 987, 200, 000 
8, 916, 211, 493) 8, 707, 757, 301) 8, 238, 199, 301 

Deduct: 
Obligations transferred to ‘Aircraft and related procure- 
ment, Navy (liquidation of contract authorization)” 460, 042, 000 | 
Reimbursements aS 38, 912, 521 56, 758, 000 200, 000 
Unliquidated obligations, end of year (appropriation) 6, 847, 507, 586, 6, 250, 999, 301 5, 787, 999, 301 


Total expenditures — 1, 569, 749, 386) 2, 400, 000, 000 2, 450, 000, 00K 


Expenditures are distributed as follows: 
Out of current authorizations. \ 


f 100, 000, 000 100, 000, 000 
Out of prior authorizations = 


san 740 208 
1, 569, 749, 386 12, 300, 000, 000) 2, 350, 000, 000 


AIRCRAFT AND RELATED PROCUREMENT (LIQUIDATION OF ConTRACT AUTHORIZA- 
TION), Navy 


Amounts available for liquidation of contract authorization 


| 1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate ‘ = $460, 042, 000 
Applied to contract authorization — 460, 042, 000 


Obligations incurred. __- 


| 
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Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Obligations transferred from “Aircraft and related procure- 
Total expenditures (out of appropriations to liquidate 
prior year contract autborization, current and prior 


Mr. WiccieswortH. Turning now, to the item entitled “Aircraft and 
related procurement,” I notice your request is for $1,987 million com- 
pared with an appropriation of $1,379 million in the current fiscal 
year, or an increase of $608 million. 


OBLIGATIONS 


I notice further from the justifications that if we compare the re- 
quest with the estimated obligations for the current year, we find that 
the request for $1,987 million should be related to an estimated overall 
obligation of $1,803,491,715, or an increase of about $184 million. The 
difference in these two comparisons seems to result from an item en- 
titled “Net adjustments” amounting to $424,491,725, which is added 
to the appropriation for fiscal 1954. 

What is that $424,491,715 item? 

Captain Hirscn. Mr. Chairman, that item is a carryover of unobli- 
gated funds from the prior year. 

Mr. Wiecieswortn. From fiscal year 1953 or several prior years? 

Captain Hirscu. Those are funds in there from several years. Most 
of it would be in 1953 and there might be a very small amount in 1952 
that was carried over. 

Mr. Wiccteswortu. So with that in view and the appropriation for 
the current fiscal year, what is that sum to be utilized during the year? 

Captain Hiescu. Our program and plans require the total amount 
available in all appropriations, plus that in the 1955 request. The 
carryover from fiscal year 1953 to fiscal year 1954 relates to items 
which are essential to our program but for which contracts could not 
prudently be placed prior to last June 30. 

Mr. WiceLeswortu. Was that included in your presentation last 
summer ? 

Captain Hirscn. It was not included, Mr. Chairman. At the time 
of that presentation, we had plans which required and indicated that 
we would obligate the total amount during the balance of the year. 
As was mentioned earlier in these hearings, we had problems with 
engines and other equipment which indicated that it was unwise to 
place them on order prior to the end of the fiscal year. 

Mr. Wiceieswortn. As I recall the Navy’s presentation was made 
to this committee probably in May of 1954, or a few weeks before the 
conclusion of the fiscal year. When did this adjustment first appear? 

Captain Hirscn. These were not uncommitted funds. We had a 
complete program requiring all of these funds but the contract proc- 
esses in the Bureau and in other governmental agencies for this type of 
equipment is necessarily long. The problems of getting each contract 
just exactly as it should be, and phasing each procurement into the 
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program that develops during the year thwarted our plans. Many 
of these dollars represent items for which we just were unable to 
sign the formal contract by the end of the year, thereby creating the 
obligation. It is not in any way indicative of a reprograming; it is 
simply that we were unable to carry out the program as rapidly as 
we had planned and as rapidly as we reasonably had expected to be 
able to do. 

Mr. Wiccteswortu. What was the actual obligation figure as of 
December 31, last ? 

Captain Hirscw. I do not have the end of the year obligation 
figures; that is, for December 31. I do have them for January of this 
year. As of January 31, 1954, the total obligated and committed 
under this appropriation was $729,432,000, 

Mr. Wiacieswortn. How much of that was obligated? 

Captain Hirscn. Of that amount, $403,226,000 was obligated and 
the balance, $326,206,000, was committed. 

Mr. WiceLeswortH. What do you mean by committed, in this 
instance? 

Captain Hirscn. Committed means in the hands of the contracting 
offices, where completion of negotiation into contracts will result in 
obligations, actual contracts with industry, to produce the items 
committed. 

Mr. Wiccteswortn. But there was no binding obligation ? 

Captain Hrrscu. Technically, no, Mr. Chairman. 

Mr. Wiccteswortn. Even if we take the total of obligations, plus 
commitments, to January 31, for the first 7 months of the fiscal year, 
that means an average of obligations, plus commitments, of about 
$100 million a month, and yet you indicate in your justifications, 
estimated obligations for the full 12 months of $1,803 million. 

Captain Hirscnu. At the beginning of this fiscal year, Mr. Chairman, 
as a result of the decision to reduce spare parts funding to 50 percent, 
overall, dating back through all aircraft programs to 1951, and in 
view of the fact that we actually had a higher procurement level than 
50 percent in those years, it was necessary to take time out to make a 
careful analysis of what the assets we had on hand were before we 
embarked on additional procurement. 

That was very time-consuming and detailed undertaking, but it 
was one that we felt had to be made and completed before we could 
properly order additional equipment. This review process has con- 
sumed considerable of our time and effort, and it has, in fact, made it 
impossible for us to process to the contractural stage many of the 
orders that must be placed for equipment that we need as an integral 
part of this program. We plan to put this needed equipment under 
contract just as rapidly as we can prudently so do. 

The slowness of obligations in this case indicates a conscientious 
effort on our part to do business in an orderly manner, after having 
reviewed all our assets carefully and having made such adjustments 
to the program as were appropriate. During this period also, in view 
of the high volume of procurement in 1951, 1952, and 1953, and the 
relatively low deliveries, there has been a gradual leveling out of air- 
craft production, requiring a complete rephasing of equipment and 
supporting items that go to make up the spare components. This has 
been done, and we are now in position to proceed rapidly from here on 
forward. 
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There may be, as there were last year, some items which it simply 
will not be possible to buy before the end of the fiscal year. And we 
will not place contracts until lead-time considerations make it neces- 
sary for us to do so. 

Admiral Soucek. We would rather let it run a little behind, Mr. 
Chairman, than obligate the money on an uncertain basis. We think 
that that is better from a business point of view. 


ESTIMATED RATE OF OBLIGATION 


Mr. Wiccieswortn. What you are saying, if I sed te you cor- 
rectly, in this justification, is that in the light of the factors which 
you have just mentioned, you only obligated $403 million in 7 months 
of the current fiscal year. Nevertheless, you expect to obligate $1,400 
million in the last 5 months of the fiscal year, and approximately $3.4 
billion in the period of 17 months from February 1, 1954, to June 30, 
1955; is that correct? 

Mr. Hrirscn. It is, sir. 

Mr. Wicéieswortn. That is an average of about $200 million a 
month for a period of 17 months. Is there available capacity for you 
to obligate to that extent, in the light of the demands of the Air Force / 

Admiral Soucek. There is, sir. 

Captain Hirscu. We have a great many large procurements that 
are ready to go forward and they will go forward very rapidly. 
Another factor which I think bears mention that, while in years past, 
letters of intent have been available to us to get the contracts on order 
for airplanes and engines early in the fiscal year, the Chief of Naval 
Material said at the beginning of this fiscal year that we would not 
be permitted to use letter contracts, except in cases of pressing mili- 
tary urgency. We have under this policy been operating on an 
entirely different basis than that followed heretofore. We are putting 
this material on contract, and while the time of negotiation takes 
somewhat longer than we would like, we are ready to proceed to the 
obligation stage with increased speed. 


EXPENDITURES AND UNOBLIGATED BALANCES 


Mr. Wiceieswortn. I have here a table which I think was prepared 
by the Bureau of Aeronautics, entitled “An Analysis of Expenditures 
and Unobligated Balances,” and I would like to check these figures 
with you. 

They indicate, so far as air procurement is concerned, an expendi- 
ture in fiscal year 1953 of $2,067 million; unexpended balance, as of 
July 1, 1953, $6,974 million; an appropriation for the fiscal year 1954 
of $1,232 million, giving a total available for expenditure in the 
fiscal year 1954 of $8,206 million. 

Dodacting from that the estimated expenditures of the fiscal year 
1954, of $2,280 million leaves an estimated unexpended balance as of 
July 1, 1954, $5,926 million. 

To that is added the budget estimate of $1,880 million in fiscal year 
1955. With the deduction for estimated expenditures in fiscal year 
1955, of $2,260 million this leaves an estimated unexpended balance 
on July 1, 1955, of $5,546 million. Are you in position to check those 
figures ? 
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Captain Hirscu. Yes, sir. They were provided by the Bureau of 
Aeronautics and we can support them. 

Mr. WiceteswortH. They are correct. 

Mr. Osrervag. Is that strictly aircraft procurement ? 

Captain Himscu. That is specifically aircraft and aircraft equip- 
ment. 

Mr. Wiceteswortu. So that leaves you on July 1, 1955, about two- 
and-one-half times the sum estimated to be expended in the fiscal 
year 1954, and also in fiscal year 1955 ¢ 

Captain Himscu. That is correct, Mr. Chairman. 

Mr. Wiceieswortu. The table also gives comparable figures for the 
whole activity, and, without objection, I think we will insert that 
table in the record at this point. 

(The statement referred to follows: ) 
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Mr. Wicetesworrh. Why would you need such a carryover as com- 
pared with estimated expenditures / 

Captain Hirscn. Mr. Chairman, this morning you saw our program 
and our program requirements for these aircraft, and the way the 
aircraft funded by various fiscal year programs fitted into the overall 
program. 

I think it is important to note the various high procurement years 
that we had in 1952 and 1953 and the large number of aircraft neces- 
sary to support that program which are as yet undelivered. 

The reason the unexpended balance is high is simply an indication 
of the fact that these aircraft have not been delivered. As you will 
recall, we have been building up to a higher production level and 
have done considerable reprograming to phase our existing orders into 
the new budget program. In this reprograming, we have tried to 
smooth out production peaks and valleys, in order to keep a stable 
industry, and thus have scheduled deliveries at a rate that would sup- 
port our operations program over an extended period of time. 

All of this reprograming has, in effect, slowed down the delivery 
schedule from the levels originally contemplated and that in turn has 
deferred the expenditure of these dollars. But each one of these 
dollars must be expended if the program is to be carried forward as 
it was presented to you this morning and as it is being carried for- 
ward at the present time. We have been making a very conscientious 
effort to delay expenditures, by slowing down delivery rates where 
that was an important factor in keeping the industry stable and where 
it would result in a reduction in the overall outlay of funds. 

You will note that expenditures, though rising, indicate a slow 
buildup, the inability of industry to absorb the large orders and to de- 
liver, and the technical problems which we had w ith certain airfr: ames, 
engines, which also have contributed to the large undelivered pro- 
gram. We are now hitting a more satisfactory level of expendi- 
tures—there is a rise in expenditures—and the expenditures from here 
on out will be on a more level plateau, rising somewhat, but generally 
stable. The forward outlook is one of stability for the program. 

Mr. WiceieswortH. These expenditure figures we are talking about 
are not related to lead time; they refer to orders already placed ? 

Captain Hirscn. To orders already placed, Mr. Chairman, but they 
in turn reflect lead time. 

Mr. WiecieswortH. And although you indicated that deliveries are 
not sufficient to call for the expenditure in 1953 of more than $2,067 
million, or $2,280 million, estimated in 1954 or $2,260 million, in 1955, 
you are of the ane that unexpended balances of $5,926 million as 
of July 1, 1954 and of $5,546 million as of July 1, 19 55, are not out of 
line? 

Admiral Soucek. It is high, but as far as we can see, it is in line. 
We have our expenditures under control and have been bringing down 
the unexpended balance. It definitely is on the decrease. 

Captain Hirscn. Subsequent to Korea there was a tremendous in- 
put in a short period of time. Had that not occurred, expenditures 
would have been on a more stable basis. 

Mr. WiccLeswortH. What is the estimate of that input? 

Captain Himscn. That is represented by the large 1951, 1952, and 
1953 procurement programs shown on the left [indicating on chart] in 
terms of numbers of aircraft and dollar costs. 
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Admiral Soucek. We are beginning to feel now the impact of those 
programs; we are paying for them now expenditurewise. 

Mr. Wiceteswortn. That does not seem to be reflected in the expen- 
diture. 

Captain Hirscu. The reason it is not a reflection, sir, is that it takes 
a long time to get delivery. The schedules have been evened out; 
we are bringing down that hump, instead of carrying it forward. 
This is creating expenditures that will be phased into the lower pro- 
gram, and will result in a higher delivery rate than we are having 
this year and next. It is not until this period that we really start 
eating into this backlog of undelivered aircraft [indicating]. 

Mr. Wicetesworru. Am I to understand you do not contemplate 
any unobligated funds as of June 30 next / 

Admiral Soucek. No, although there may be some. There may be 
some as of this coming June—smaller than last year, we hope—but 
we are making every effort to get it down to zero. 


LEAD TIME 


Mr. WiceLesworru. What is the lead time on which you base your 
estimate for obligational authority ? 

Captain Hiescu. You are speaking of the time that it takes to 
convert 

Mr. Wiccieswortu. What I am talking about is the lead time in 
respect to planes to be ordered. 

Captain Hirscw. A great deal depends upon the condition that 
exists in various plants. The leveling out of some of these programs 
has operated to shorten lead time somewhat. The lead time generally 
is 18 months, but it varies model by model and company by company. 

Admiral Soucek. I would like to ask Captain Beardsley, Director 
of the Production Division, to enlarge on that. 

Captain Bearpstey. Mr. Chairman, we have gone to each of the 
aircraft contractors with whom we do business and have obtained 
from them their estimate of the number of months that an order has 
to be put out in advance of delivery of the first aircraft. Their esti- 
mates range from 15 months, for some small aircraft, to as high as 
30 months for complicated aircraft, some of which involve engineer- 
ing modification. I would say the average is a little over 18 months. 
Generally speaking, the production lines can be kept going with an 
18-month lead time; that is, the contractor should have his order 18 
months before the first aircraft is to be delivered and should have an 
order large enough to cover deliveries over the ensuing 12 months. 

Mr. Wic6teswortnu. Has the average figure come down ? 

Captain Brarpstey. That average figure is somewhat less than it 

yas about 12 to 18 months ago. 

Mr. WiacLeswortu. What was it then? 

Captain Bearpstey. About a year and a half ago, it was as high as 
20 to 24 months. Materials are easier to get now; subcontractors are 
set up and in operation; and the labor market is more fluid. 

Mr. WiccLeswortH. You have contruction facilities that are in full 
operation ¢ 

Captain Brarpstey. We do, sir. 


| 
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Mr. Wice_eswortH. We put in the record this morning the proc are- 
ment totals, by years. Is there any reason why we should not also 
put in the record the acceptance totals by years? 

Admiral Soucek. I believe, Mr. Chairman, that they should not go 
in the records. They would disclose information of a security nature. 

Mr. WiceieswortH. Would the answer be the same with respect to 
monthly production ? 

Admiral Soucek. Yes, sir. 

Mr. Wiceiteswortu. That should be off the record ? 

Admiral Soucek. That should be off the record, Mr. Chairman. 

Mr. Wiaeieswortu. How about the number of planes funded but 
undelivered, as of June 30, 1953, and June 30, 1954. 

Admiral Soucek. I think that also should be off the record, Mr. 
Chairman. 

Mr. WiceL_eswortH. That should be off the record too? 

Admiral Soucek. Yes, sir. 

Mr. Wiceteswortrn. Will you supply that information for the use 
of the committee ? 

Admiral Soucek. Certainly, sir. 

(The information requested was supplied for the use of the com- 
mittee. ) 

APPROPRIATION INTRODUCTION 


Mr. Wicetesworrn. Without objection, we will insert in the record 
at this point, pages 2, 3, and 4 of the justifications, entitled “Appro- 
priation Introduction.” 


(The statement referred to follows :) 


Appropriation introduction 


Fiscal year Fiscal year | Fiscal year 
1953 1954 1955 
Appropriation or estimate. . $3, 450, 000, 000 $1, 379, 000,000 | $1, 987,000, 000 
Net adjustments___- writ —372, 979, 970 +424, 491, 715 
Total direct obligations_____- ft - 3, 077, 020, 030 1, 803, 491, 715 1, 987, 000, 000 


“Aircraft and Related Procurement, Navy” is the larger, and in many respects 
the more important, of the two major Navy appropriations supporting naval 
aviation. Coverage of this appropriation is limited in scope to major procure- 
ment required for the Navy’s aviation forces—principally new aircraft for Navy 
and Marine air squadrons, both Regular and Reserve. Other procurement areas 
covered by the appropriation are guided missiles, target drones, technical equip- 
ment for service training, and replacement equipment to modernize aircraft 
currently in operating complements. 

Annual requirements for new aircraft for the Navy and Marine Corps are based 
on the planned aircraft operating strength, specific combat complements, attri- 
tion, obsolescence, and the normal service life of the various models of aircraft 
in use. Because of the long lead time involved in the production of aircraft, the 
aircraft ordered under this estimate will be delivered in calendar year 1956. For 
this reason the currently planned aircraft operating strength has been projected 
through 1956 as one of the factors determining the aircraft procurement require- 
ments to be covered by the 1955 budget estimate. This projection corresponds 
to those made in previous years and assumes no increase in presently authorized 
operating forces. 

The aircraft procurement estimate for 1955, although constituting approxi- 
mately 95 percent of the total amount requested under this appropriation, does 
not provide for complete modernization of the operating forces. A deficiency of 
more than 800 modern combat aircraft will be covered quantitywise by contin- 
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uing in operation models which can be used to good advantage but which will not 
have optimum performance capabilities. 

Current labor and material costs have been used in the computation of aircraft 
costs and no provision has been made for anv future increases in either labor or 
material prices. If an increase in labor and material prices does materialize in 
the future it will be necessary to decrease the quantity of aircraft which can be 
procured under this estimate. Quantities of aircraft planned for procurement 
in 1955 have been carefully integrated with previously funded programs, both 
with respect to the specific models scheduled for procurement and the overall 
aircraft delivery schedule. Aircraft deliveries as now programed are designed 
to maintain a stoble aircraft industry capable of rapid expansion in the event 
mobilization is required. 

“There has heen included in this estimate a request for funds to procure dur- 
ing 1955 a small quantity of long-lead-time components for installation in air- 
frames which themselves will not be funded until 1956. This practice of advance 
funding of long-lead-time components has heen followed successfully for several 
years and has materially contributed to alleviating delays in aircraft delivery 
schedles. Inasmuch as the amount requested for this purpose in 1 year is de- 
ducted from the request in the folowing year, the total amount requested by 
appropriation is no augmented by this procedure. 

Increased deliveries of air-to-air missiles during 1955 and 1956 from procure- 
ment programs already financed permit an overall reduction in the guided missile 
procurement estimate for 1955. Accordingly the major emphasis dollarwise is 
beine shifted from procurement of air-to-air missiles to long-range ship-to-surface 
missiles to provide the fleet with these weapons for service use. As new missile 
models are developed under the research and development program, it is neces- 
sary that a small number be procured to test their performance characteristics 
under a variety of operating conditions. Accordingly, in addition to the missiles 
included in the 1955 estimtes for fleet-service use, a small number of alternative 
missiles, incorporating different specific military characteristics, are programed 
for procurement for technical and tactical evaluation. 

The increase in the target drone procurement area reflects the shift from 200 
knot Crones to drones in the 400-knot and 600-knot classes. The 1955 estimate 
provides an initial quantity of a joint service-developed high-speed, long-range 
tarvet drone in the 400-knot class to supply the fleet gunnery training program 
with tarvets capable of simulating potential enemy attack from onut-of-sight 
ranges. Fleet evaluation currently underway with these 400-knot targets is 
satisfactorily demonstrating their performance characteristics with respect to 
radar reflectivity, flight endurance. and speed. In addition, the 1955 estimate 
provides for the procurement of additional quantities of aircraft-size high-speed, 
long-ranze targets in the 600-knot class necessary to train fleet personnel in 
guided-missile operations. 

Procurement of technical aircraft and missile equipment for the service train- 
ing of fleet personnel has been programed at approximately two-thirds the 1954 
level. This estimate provides primarily for procurement of small quantities of 
specific airframe components, engines. electronics, and similar items which have 
not previously been available for training. Although the amount requested under 
this activity is relatively small in relation to the total appropriation request, the 
provision of new types of aeronautical equipment to the technical training schools 
is of substantial importance to the overall aviation program. Economical fune- 
tioning of the integrated aeronautical program is dependent upon trained tech- 
nicians arriving in fleet operating units concurrently with the equipment which 
they will be responsible for servicing. 

Aircraft modernization to correct operational deficiencies that limit the use of 
aircraft on hand continues to be the most expedient method of obtaining greater 
utilization of aircraft currently available to the Navy. This program involves 
both the conversion of service aircraft to specialized configurations for new 
operational assignments and the modernization of service aircraft, without basic 
configuration change, through the installation of improved components. Con- 
version of service aircraft comprises the major portion of the 1955 moderniza- 
tion program and consists of converting a number of combat aircraft for missile- 
control purposes, converting old aircraft to target drones for fleet training and 
converting existing transport aircraft to new configurations as an alternative 
to procuring a new transport fleet. 

Overall, new obligational authority in the amount of $1,987,000,000 is requested 
in the fiscal year 1955 for the procurement programs included in the “Aircraft 
and related procurement” estimate. 


| 
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Mr. Wiccieswortn. Are there any general questions before we take 
up the budget activities, Mr. Ostertag ¢ 


AMOUNT REQUIRED TO MAINTAIN PROPER STATE OF READINESS 


Mr. Osrerraa. Is it contemplated that it will take approximately 
$2 billion annually to maintain a proper state of readiness, so far as 
aircraft procurement is concerned / 

Admiral Soucex. I think probably more than that, perhaps more 
in the order of $3 billion rather than $2 billion. 

Mr. Osterraa. I am referring to the Navy, of course. 

Admiral Soucek. I understood that to be the case, sir, and an- 
swered on that premise. 

Mr. Osrertac. I am not referring, of course, to the specific appro- 
priation in any 1 year; I have in mind, procurement, actual procure- 
ment of planes, to bring the value in an average year, looking in- 
definitely into the future, and you believe it would, on an average, 
level off at approximately $3 billion rather than near $2 billion ? 

Admiral Soucek. Since my answer is not accurate, I would say 
214 to 3 billion dollars, Mr. Ostertag. 

Mr. Osrerrac. Does it take from 5 to 6 billion dollars of advance 
funds at all times to keep the program in motion? 

Captain Hirscn. It takes about that much because of the lead 
time. 

UNEXPENDED BALANCES AND FUTURE FUNDING 


Mr. Osrertac. With the unexpended balance contemplated as of 
July 1, 1955, of $5,546,000,000, how far will that take you without 
further funding ? 

Captain Hirscn. Speaking in terms of aircraft deliveries, it takes 
us to the end of the blue and yellow areas on our chart [indicating]. 
You can see how it tapers out in December of 1956. 

Mr. Ostertac. Eighteen months? 

Captain Hmscn. Of course that is considering that you have the 
aircraft program as it is tapering off, and you have nothing new. 
Assuming that you have a program for next year 

Admiral Ciexron. You need new money for 1955 and 1956? 

Captain Hrrscn. Definitely. Each year’s program must be funded 
before it can be contracted for. 

Admiral Soucek. We must have funds in 1955, in 1956, and annually 
thereafter, or our program will not provide the aircraft needed by 
our combat squadrons in order to carry out their assigned missions. 

(Off the record discussion. ) 

Mr. Ostertac. Back on the record. 

You said, Admiral, that as your program moves along it will take 
approximately $214 billion annually in funds to meet your obligations 
and procurement program in the aircraft field, insofar as the fore- 
seeable future is concerned. 

Admiral SouceK. Yes, sir. 

Mr. Ostertac. With an unexpended balance of $514 billion, or more 
than $514 billion, you will then have more than 2 years of funds 
with which to work. 

Captain Hirscn. That is the advance funding period required by 
the nature of our program, Mr. Ostertag. 


| 
| 
} 
| 
| 
J 
i : 


414 


Mr. Ostertrac. That is necessarily, to a certain degree, based on the 
time element that it takes to plan your program to provide for neces- 
sary sip erga dealing with the contracts, the production and 
everything that involves lead time; is that correct ? 

Admiral Soucek. Yes, sir. 


AVERAGE LEAD TIME 


Mr. Ostrerrac. What is the lead time on an average? 

Admiral Soucex. Eighteen months. 

Mr. Osrerrac. Eighteen months ? 

Admiral Soucex. Yes, sir. 

Mr. Osrerrac. That is 114 years? 

Admiral Yes, sir. 

Mr. Osrerrac. Has that picture improved, or is it possible to cut 
it down? 

-aemenl Soucek. I would like to ask Captain Beardsley to answer 
that. 

Captain Brarpstey. Right after the outbreak of Korean hostilities, 
facilities, materials, tools, and personnel were tight and lead time, as 
far as the Navy was concerned, ran about 22 months on the average for 
going production lines. 

Conditions have now improved to the point where we are getting 
the lead time down to 18 months for a continuing production line. It 
takes longer the first time a prototype is placed in production, but 
once the production line is going, it takes only about 18 months to keep 
it going. I do not know how much more that could be improved, but 
it perhaps could be improved somewhat. 

To clarify this, I might point out the situation on our delivery 
chart that was used in the morning session in presenting the status 
of aircraft production. Here | indicating] is July 1954. This is when 
we probably will get the new appropriation we are discussing. That 
appropriation is to fund the production of aircraft on which delivery 
will start approximately 18 months later, and run for this 12 months 
period from here [indicating] to here [indicating]. The principal 
point of impact, as far as deliveries are concerned, is out here [in- 
dicating on chart], let us say, in June 1956, some 24 months hence. 

Now, we get our money once a year; it is appropriated to us once a 
year instead of quarterly, so our appropriation in July 1954 has to 
cover this whole period [indicating]. All aircraft previous to that 
also had to be appropriated for and the funds are in various stages 
of obligation and expenditure. 

So, to keep this program moving, on the basis of current lead times, 
we must have our delivery requirements for this period [indicating] 
funded now. At current procurement levels the unexpended balance 
will fluctuate between $5 billion and upward of $7 billion. 

It will end up in June of each year at the lower amount and the new 
authorization received each July will bring it back up again to above 
$7 billion. As the program levels off, we probably will need between 
$5 billion as the minimum amount and $7 to $714 billion as the top 
figure. 

There is one further point that I would like to add. We are under 
a directive to take all possible actions that we can to retard or reduce 
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our expenditures. I think the Bureau is doing this most conscien- 
tiously. As head of the Production Division, I am responsible for 
the scheduling and delivery of components and complete s.ircraft. 
We are taking every possible action we can to postpone the obligation 
and thereby the expenditure of funds and still meet program require- 
ments. We certainly are not madly rushing out to obligate funds, 
just for the sake of obligating funds. If we ever did that in the past, 
we are not doing it now. 

Mr. Ostrertac. It would not be practical for Congress to appropri- 
ate hundreds of millions of dollars more than you need, or say you 
need. 

Captain Brarpstey. That is right, sir. We do our best now to have 
all aircraft and the supporting spares and components for the planes 
actually delivered together, because in the case of many of the planes 
which a been delivered in the past, we have not as yet gotten the 
parts. We keep that area more or less continually under review, both 
as to pricing and deliveries. As far as pricing is concerned, we be- 
lieve, a on what we are advised by our contractors, that the funds 
previously appropriated are fully required to pay for those aircraft 
and their support. 

EXPENDITURES 


Mr. OsvertaG. May I point out that under “Aircraft procurement,” 
according to the chart furnished by the Bureau of Aeronautics Fiscal 
Division, which has already been placed in the record, the expendi- 
tures actually made in the fiscal year 1953 amount to $2,067 million. 

For the fiscal year 1954 the expenditures are estimated at $2,280 
million, and again for the fiscal year 1955 you contemplate expendi- 
tures of $2,260 million. 

Consequently, in arriving at a reasonable balance of expenditures 
based on experience, according to your own planning, and your own 
programing, expended slightly over $2 billion each year. Let us say 
it is $214 billion. 

Now, you will have, with the money requested, $5,546 million at the 
end of the next fiscal year, which is about a billion dollars more than 
you could possibly spend under such a procurement program with a 
2-year lead time—24 months’ lead time. 

Captain Brarpstey. I might add one point there, Mr. Ostertag. 

Mr. Osrerrac. Am I correct? 

Captain Bearpstey. You are correct in what you said, but the point 
I want to make is the last aircraft planned for 1955 is to be delivered 
late in December of 1956. Some of this $5 billion of unexpended 
money will not be expended from the United States ‘Treasury until 
1957. The last expenditure of funds does not come until sometime 
after the delivery of the last aircraft ordered. There are hundreds of 
millions of dollars spend after that point. 

Mr. Osterrac. I think the question of when it is actually paid is 
academic, but the money is appropriated and made available, the 
money is programed and authorizations are made. Those are the 
factors, plus the lead time, that are involved in this question. 

Captain Bearpstey. That is right, sir. 

Mr. Osrerrac. I am inclined to believe that if your program will 
average, and has averaged $21, billion annually, that at the end of the 
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fiscal year 1955, the year for which we are currently budgeting, you 
will actually have about $1 billion more than you need for authoriza- 
tions on the basis of your present program, 

Admiral Ciexton, Let us go off the record for a second, 

( Discussion off the record.) 

Mr. Osterraa. I want to make it clear that I am not proposing a re- 
duction in the program. 

Admiral CLexron. That is right. 

Mr. Osrerraa. It is just a matter of dollars and cents compared 
with what you will spend and can use, both for the authorization in- 
volved, taking into consideration your lead time and your actual needs. 

Mr. Suerrarp, Off the record. 

(Discussion off the record.) 

Mr. Osrerrac. The point I am making refers to the difference be- 
tween 18 months’ lead time and 2 years’ lead time, which is the time 
I took into account as requiring $414 billion, based on your annual 
expenditures. Now, $5,546 million at the end of the fiscal year 1955 
would give you 214 years’ lead time or better. Is that really neces- 
sary? 

j SEE Soucek. I think that it is, Mr. Ostertag. 

Captain Brarpstey. We are asking for funds in July 1954, to 
finance all of these aircraft deliveries for the period from here through 
here (indicating on chart). That covers a time span, not of 18 months, 
but of 214 years. It is to have money with which to buy all of the 
aircraft, spare parts and components for a period of 214 years. So, 
you need in hand an amount equal to two and a half times, more or 
ess, your annual appropriation. 

Mr. Wiccieswortu. Because you cannot place all of your orders at 
the beginning of the fiscal year 1955. 

Admiral CLexron. That is what I was trying to say. The making 
of contracts goes on all through the year. 

Admiral Soucek. It takes a year to complete the obligation process. 

Captain Brarpsiey. Let us say that we get the money the first of 
July. We get these aircraft orders out in time for our lead time in 
order to continue our line, but we are not staffed to handle the paper- 
work of this procurement in 1 month’s time. Both myself and my 
people are busy all of the year around handling allocations, placing 
procurements, scheduling deliveries, resolving production problems. 
and handling the many other important aspects involved in the man- 
agement of a major procurement program. 

Now, we do not say that it will all be expended in 214 years, as 
some of it will be expended later. It is, as Admiral Clexton has 
pointed out, the history of the industry that long lead times are 
required. One of the very first things that Mr. Wilson did was to 
challenge the amount of lead time which was required and his staff 
looked into that very carefully before approving this request that is 
before you for consideration. 

Mr. Suerrarv. Captain, may I interject? I was not even remotely 
assuming that it had not been looked into. I was trying to find out 
why this intricate computation had been gone into to get the apparent 
answer. I know that it has been looked into, and sometimes I think, 
perhaps, it has been looked into too much. 

Captain Bearpsiry. It may be due to my inability to put it across 
or to express myself, 
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Mr. Sneprarp. No, not necessarily. 

Mr. Wiceieswortu. In theory if you could place all of the orders 
on July 1, 1954, under this appropriation you would only need 18 
months ? 

Captain Brarvstey. No, sir. Assuming we got our money on the 
1st of July and could place the orders immediately in July 1954, it 
takes our contractors of both aircraft, engines, and other components, 
18 months to deliver the first of the aircraft covered in this appropri- 
ation. But no additional orders would be available until the next 
appropriation came along one year later and the funding must cover 
12 months of delivery from the time of the first delivery 18 months 
hence. Thus the first planes would be delivered 18 months after the 
appropriation is passed, and the last planes would come out 30 months 
later. 

Mr. Osrertac. That is all. 

Mr. Wiceieswortn. Mr. Sheppard, do you have any questions be- 
fore we take up the budget activities ? 

Mr. Suerrarp. I have one question, Mr. Chairman. 

With reference to the new money you are requesting for 1955, which 
is reflected as $1,987 million, you reflect no carryover from the fiscal 
year 1954 and, consequently, I assume with that program stretched 
out over the period of time which is indicated by the testimony pres- 
ently before the committee that that is the amount of money that you 
can safely contract for within that period of time. 

Is that correct ¢ 

Admiral Soucek. It is, sir. 

Mr. Suepparp. And you will have planes being delivered by the 
manufacturers, who will be the recipients of those contracts, for a 
period of how long projected into the future? I am addressing my 
question specifically to the new money which is requested. 

Captain Hirscu. For 214 years after we receive the money. 


AIRCRAFT PROCUREMENT 


Mr. Wicé.esworrn. This overall request is broken down into four 
budget: activities as appears on page 6 of the justifications. ‘The first 
budget activity, which is for aircraft procurement, calls for an appro- 
priation $1,880 million, an overall increase of $282,614,285 as compared 
with the current fiscal year. 

This is in turn presented in four projects, and is said to provide 
for new aircraft each year, not only to replace those lost. by attrition, 
but more importantly, to introduce new models with such timing that 
when an existing model becomes obsolescent, it can be replaced with 
a new and superior model. 

I notice that this project is said to finance the procurement cost 
of new aircraft required by the Regular Navy, by the Marine Corps, 
and by their Reserve components. Procurement costs are stated to 
include the contract price of the aircraft itself, all Government fur- 
nished equipment required to outfit the aircraft for its operational 
mission and the costs of related engineering and essential tooling, 
together with supporting quantities of spare components and asso- 
ciated spare parts and accessories. 

The total monthly aircraft deliveries, when combined with de- 
liveries funded in prior years, will continue at a rate slightly above 
current levels. 
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SPARE PARTS POLICY 


Last year we had considerable discussion about spare parts, and 
the ratio of those spare parts to the actual planes under consideration. 
What can you tell us about the present policy and the change, if any, 
as compared with the policy in effect at that time ¢ 

Admiral Soucek. We have reduced the requirement for spares to 
50 percent of the flyaway cost of the plane. 

Mr. Wiccieswortu. What was it previously ? 

Admiral Soucek. We had previously used 70 to 75 percent, in some 
cases. 

Mr. WiccteswortH. You are talking in terms of dollars? 

Admiral Soucek. Yes, sir. The percentages I gave were on an over- 
all dollar basis. 

Mr. Wiccteswortu. In the hearings in respect to the appropriation 
for the current fiscal year, on page 745, the committee stated that— 

Our investigators report that the unexpended balance as of June 30, 1953, 
from funds appropriated for spares and spare parts for the fiscal years 1951, 
1952, and 1953 will be $2,137 million— 
only $750 million having been expended, according to the tables fur- 
nished at that time. 

The table inserted in the record previously would seem to indicate 
an unexpended balance on July 1, 1954, of $2,039 million, and to July 
1, 1955, of $2,028 million, as compared with an expenditure in the fiscal 
year 1954 of $634 million and in 1955 of $637 million. 

That would seem to leave you on July 1, 1955, with funds sufficient 
to cover about 314 years of spare parts on the basis of the estimated 
expenditure in that year. 

hat is even a greater ratio than we discussed in regard to the item 
as a whole. Is the explanation in respect to this the same as you 
have given in respect to aircraft procurement as a whole, and why is 
there a greater ratio in respect to spares than there is in regard to the 
procurement as a whole? 

Captain Hirscn. The explanation is very much the same. 

It so happens that, while most of the spares are delivered con- 
currently with production of the major items, the delivery of a por- 
tion of the spares follows after the actual delivery of the aircraft, so 
that the spending pattern is similar to but follows the aircraft pattern. 

Mr. Wicoteswortn. Off the record. 

(Discussion off the record.) 


NUMBER OF MODELS OF AIRCRAFT IN INVENTORY 


Mr. Wiccteswortu. What is the total number of models of planes 
that the Navy contemplates having on hand and utilizing in 1955, and 
how do the figures —— with the figures for the previous years? 

Captain Surrter. I have not totaled that. I will supply that. 


Mr. WiccieswortH. I think you gave us a year ago something like 
45 different models in inventory. 

Captain Surrey. We must have a minimum of about 27 to 32 
different models of aircraft to carry out the various tasks that the 
Navy is required to perform. We are making every effort to reduce 
the number of models we have to perform those tasks. 
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Mr. WiceteswortH. Will you indicate, when you revise your re- 
marks, the correct figure for fiscal 1955 and the comparable figures for 
1953 and 1954, reflecting the effort to reduce, if any. 

Captain Surrey. Yes, sir. 

(The matter referred to is as follows :) 

The total number of models of aircraft in inventory at any particular time 
does not reflect in a complete sense the efforts that are being made to reduce the 
number of models. In practice, when a new model aircraft enters the inventory, 
the older model will not immediately disappear but will be carried on in the 
inventory to the end of its usefulness. Further, this period of usefulness is not 
a set period but will vary not only with the different types of aircraft but also 
with changing conditions. 

The reductions in models within the Naval Air Organization during the past 
3 years are considered best reflected in a review of our production schedules. 
In our schedules in fiscal year 1953 and fiscal year 1954, there was a total of 45 
different models. In fiscal year 1955, this schedule shows 42 different models. 

Mr. Wiccteswortn. Now, you state in the justifications that: 


A complete list of quantities, models and prices of the aircraft planned for 
procurement under this budget is being furnished separately in the confidential 
supplement to these estimates. The cost estimates included in this request 
reflect the reduced spares and spare part support levels established under the 
policy initiated last year. 


That is the level we just referred to. 
UNIT COSTS FOR ATRCRAPT 


What can you say, in general, as to the unit cost used in respect to 
this request, as compared to those which have been paid previously ? 

Admiral Soucek. The unit costs used in this estimate for aircraft 
that had been procured previously are generally lower, Mr. Chairman, 
due to the fact that we will be further down the learning curve. 

Mr. Wicetesworrn. I assume that it varies with different types of 
planes, but can you give me any average unit cost for the models you 
are utilizing ? 

Admiral Soucek. The cost per airplane / 

Mr. Wicetesworn. The unit costs. 

Admiral Soucek. Per airplane? 

Mr. Yes. 

Admiral Soucek. Last year, in the fiscal year 1954, the average 
unit cost was $814,450 per unit, and for the fiscal year 1955 the aver- 
age unit cost is $1,292,720. That is the average of all airplanes. 

Admiral Ciexton. Off the record. 

(Discussion off the record.) 

Mr. WiceLeswortH. You have given us in the confidential supple- 
ment the unit costs contemplated for the various models that you pro- 
pose to order from this appropriation. Could you furnish, for the 
use of the committee, information, either by an additional column, or 
otherwise, which would give the comparative unit cost for each 
model 

Captain Hirscn. Yes, sir. 

Mr. WicGLEswortu. Say, in 1954 and 1953? 

Captain Hirscu. Yes, sir, it could be furnished for the record. 

Mr. WicciEswortH. Please supply that for the use of the committee. 

Captain Hirscu. Yes, sir, we will provide that, Mr. Chairman. 

Mr. Wicoeteswortu. Are there any questions on project 1A, Mr. 
Ostertag ? 
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SPARE PARTS 


Mr. Osrerrac. In connection with the spare parts picture, the 
committee, in its report last year to Congress, said this: 

The extent of funding of “life of type” spares concurrently with funding for 
new aircraft is a matter of some concern to the committee. 

Information supplied shows unexpended funds of about $2.2 billion for this 
purpose. In prior budgets such spares have approximated two-thirds of the 
flyway cost of planes. In the 1954 request that was reduced to about 50 per- 
cent. The Navy infers that this may prove to be too low after trial experience, 
but the committee has the feeling it will not and that further improvement may 
be possible. Further facts will be sought on this matter in the future. 

Do you care to comment on what the committee reported, and what 
has happened since that time? 

Admiral Soucek. I might say, Mr. Ostertag, that we are anxious to 
cut that down and are contemplating doing so if we find we possibly 
can. As yet we do not have enough performance data at our 50 percent 
level to know whether we can safely go lower or not. We fear we 
would be risking a great number of airplanes being grounded for lack 
of spart parts at some critical time. 


AtRoRAFT PROCUREMENT 


Mr. Osterrac. In your justifications under “Budget activity 1,” 
“Aircraft procurement,” estimate for fiscal year 1954, it shows a total 
of $1,597 million, but in your analysis of expenditures and unexpended 
balances the figure we have here is $1,232 million. 

What is the reason for the difference? How is that determined ? 

Captain Hirscu. The amount shown on the exihibt is the actual 
appropriated. The higher amount in the budget book is the esti- 
mated obligations for the year from the new appropriation plus obli- 
gations from carryover funds. 

Mr. OsrerGac. In your justifications you point out that: 

Any increases in labor and material costs which do occur in the future will 
require a corresponding reduction in quantity of aircraft and supporting spares 
to be procured. 

In other words, you mean as costs might rise for that reason you 
would not be in the position to procure the total quantity you had 
contemplated ¢ 

Admiral Soucex. That is correct, sir. 

Captain Hirscu. We operate on the basis of living within the 
dollars available, and adjust our program to live within those dollars. 

Mr. OsrertaG. But you have large unexpended balances. 

Captain Hmscnu. Those are funds that are not yet expended on 
previous programs. That money is needed to finance those programs. 

Mr. Osrertac. Am I correct, Admiral, when I say that, according 
to your analysis of expenditures and balances, that you estimate for 
spares an expenditure of approximately $634 million during the fiscal 
year 1954? Is that correct? 

Admiral Soucex. It is, sir. 

Mr. Osrerrac. And that the balance that will be unexpended will be 
$2,039 million as of the end of the fiscal year? 

Admiral Soucek. Yes, sir. 

Mr. Osrerrac. And then you are budgeting out of this appropria- 
tion $627 million? 
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Captain Hirscu. That is correct, sir. 

Mr. Osrertac. You intend to expend about $637 million, $10 million 
more than you have budgeted for, and at the end of the fiscal year 1955 
you will have a net. balance of $2,029 million; is that correct? 

Captain Hirscu. That is correct, yes, sir. 

Mr. Osrertac. The average cost of spare parts, based on your re- 
quirements in the past, would average, perhaps, $600 million annually ? 

Captain Hirscu. That has been the money that has been expended 
under this appropriation, 

Mr. Ostertrac. Roughly speaking? 

Captain Hirscu. Yes, sir. 

Mr. Ostertac. Then, at the end of the fiscal year you will have an 
unexpended balance as of July 1, 1955, of enough funds to carry the 
spare part program for at least 3 years, and that is necessary, in view 

of the many factors involved that were discussed, insofar as major 
procurement is concerned. In other words, the same yardstick, and 
the same situation would apply to spare parts as it does to planes and 
other large items ¢ 

Admiral Soucek. Yes, sir. 

Mr. Osterrac. In other words, you will need more than 3 years 
lead time, in order to obligate and to have coming along at the proper 
time spare parts to meet your requirements ¢ 

Admiral Soucek. Yes, sir. Off the record. 

(Discussion off the record.) 

Mr. OstertraG. That is all, Mr. Chairman. 

Mr. WiceLeswortu. Mr. Sheppard, do you have any questions on 
project 1A, “Aircraft procurement”? 

Mr. Sueprarp. Yes. 


DEFICIENCY IN MODERN COMBAT AIRCRAFT 


I see reflected on page 8 of the justifications the following comments, 
and I quote: 

It is significant, however, that under these combined procurement programs 
there will be a deficiency of more than S800 modern combat aircraft at December 
1956. 

Why are you going to have that deficiency ? 

Captain Suirtey. | think that was brought out this morning. In- 
stead of this number of aircraft [indicating] to meet our first line 
requirements we will have only this many [indicating], sir, as of 
December 1956. 

Mr. Sueprarp. That I know, but that is the end result. My ques- 
tion was why? 

Admiral Orstiz. The significant part of the reason for this is that 
we were unable to build up to a production capacity sufficient to give 
us all of these aircraft, in the models we desire, precisely at the end 
of 1956. The curve is improving very satisfactorily. 

Mr. Suerrarp. While the curve is going up, I presume it is rea- 
sonably assumed that there will be that 800 deficiency. 

Admiral Orstiz. As of the end of December 1956? 

Mr. Suerparp. Yes. 

Admiral Orstiz. That is right. 

Mr. Suepparp. If you withdrew your ability to contract under the 
oookkeeping procedures which are presently approved by all who have 
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to do with the approval of the budget, is it reasonable to assume that 
that figure sun increase, decrease, or change ¢ 

Admiral Orstie. The figure would increase, Mr. Sheppard. 

Mr. Sueprarp. And to the degree that you are unable to enter into 
those contracts, carrying on all of the family relationship that goes 
into total fabrication, it would obviously multiply the 800 to the degree 
of lessening your contracts? 

Admiral Orstie. It would, sir. 

Mr. Sueprarp. Now, in taking into consideration the he of 
a program of this character, there is obviously much of it that is beyond 
your control; that is, I mean on a literal analysis to project. While 
you do have a policy organization that says we will have a certain 
strength of personnel, certain mechanical devices, and so forth, in the 
military requirements, when an objective is sent in at a certain date, 
then it becomes the target of the departments working under those 
instructions to try to fulfill that objective? 

Admiral Orstre. That would seem reasonable, Mr. Sheppard. 

Mr. Sueprarv. Admiral, again I do not want to quarrel about 
phraseology. Is it reasonable, or is it literally a fact? 

Admiral Orstte. It is literally a fact, Mr. Sheppard. 

Mr. Suerrarp. All right. Consequently, over a period of time your 
experience has been such that you have had to follow this procedure of 
financing in order to attain the end goal within reasonable leeways, 
depending on the ability of industry to produce it according to the 
schedule that you have projected ? 

Admiral Orstie. That is correct, sir. 

Mr. SuHerrarp. Which, in your opinion as a military man, is the most 
desirable, a plane in being and in operation with all of its appurte- 
nances, thereby making continuity of operation possible, or, let us say, 
an unexpended balance for the sake of a better word ? 

Admiral Orstre. Well, I should say the first; but I also must have 
an unexpended balance of credit, so to speak, if I am to get the planes 
as required, - 

Mr. Suerparp. You have to reach a determination here, as I see 
the picture, if you are going to have a rounded-out program. Again 
going to the formula of your directive, you have to consider the 
ability of industry to produce, your lead time, and all of the factors 
that go into it, and you have to make a selection of one or the other. 
So far as I am concerned, on the appropriation aspect of this, I would 
far rather have the planes than to have an unexpended balance or a 
carryover under the present method and procedure to obtain the ends 
of security. That is my attitude. 

Admiral Orstie. I quite agree, Mr. Sheppard. 

Mr. Suerrarp. Apparently the conclusions that you have expressed 
are the conclusions of the Joint Chiefs of Staff, the Secretary of De- 
fense, the respective Secretaries of the Navy, the Bureau of the 
Budget, including the President of the United States; is that correct? 

Admiral Orstte. Well, that is a pretty broad question, but I sup- 
pose so. As it comes down to me, that is correct. 


Mr. Suerrarp. Again, I am not going to fuss about a selection of 
words. Why is it a broad assumption, when it has already gone 
through that mill of operation ? 

Admiral Orstie. I know that it has gone through all of these review 
stages but I personally did not participate in all of them myself. 
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Mr. Sueprarp. I have no further comments. 

Mr. WiceLtesworru. That deficiency, as I understand it, is the 
difference [87.1] modernized and 100 percent modernized. 

Admiral Orstiz. That is correct. 


Fripay, Marcu 5, 1954. 
ADVANCE PROCUREMENT OF LONG LEAD TIME AIRCRAFT COMPONENTS 


Mr. Wicetesworth. When we adjourned last evening we had just 
reached project 1-(b) on page 9 of the justifications, which calls for 
an appropriation of $70 million, the same amount as provided for the 
current fiscal year, for advance procurement of long-lead time air- 
craft components. The justification states that— 
many of the complex equipments installed in modern day combat aircraft have 
a longer production lead time than the aircraft themselves, and must be ordered 
approximately 6 months before the aircraft contracts to which they relate are 
placed. 


Further, that— 

this procedure makes it possible to defer financing of the aircraft contracts 
themselves until the year in which they must be placed to meet delivery 
requirements, 

As I understand it, this procedure, in effect, cuts down the lead time 
for the job as a whole, does it not? 

Admiral Soucek. Very substantially, sir. 

Mr. WiccéLrsworrn. You have a stockpile as it were, of long lead- 
time components which enables you to produce the airplane as a whole 
in a shorter time than would otherwise be possible ? 

Admiral Soucek. That is correct ; on order. 

Mr. WiceLesworrn. Have you the December 31 obligation figures 
for the $70 million made available for the current fiscal year ? 

Mr. Lewis. Under that particular pregram, Mr. Chairman, we 
obligate during the second 6 months of the fiscal year. 

Mr. WiecLesworrH. You’ mean the obligation figures for December 
31 figure is zero? 

Mr. Lewis. Yes, sir. The first priority in placing orders for pro- 
curement is for the current aircraft program; then we start with 
procuring the long lead-time components required for the coming 
year’s program. ‘That procurement is starting now. 

Mr. Wicaiesworru. I am not clear as to that answer; the $70 mil- 
lion made available for long lead time aircraft components in the 
current fiscal year is in respect to what ? 

Mr. Lewis. It covers components for aircraft in the 1955 aircraft 
procurement program. 

Mr. Wiceteswortu. That is for components for the aircraft which 
the request now under consideration covers ? 

Mr. Lewis. That is correct, sir. The 1954 appropriation for ad- 
vance procurement related to the 1955 aireraft program and the 1955 
request of $70 million for advance procurement relates to the air- 
craft program we will submit to you next year. 

Mr. Wiceieswortn. For the 1956 program ? 

Mr. Lewis. Yes, sir. 
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Mr. Wiceteswortn. And because of the fact that you only have to 

rocure these components 6 months ahead of the order for the plane 

in which they are to be placed, it is not necessary to obligate this money 
until the second 6 months of any fiscal year? 

Mr. Lewis. That is correct, sir. 

Mr. Wiccteswortu. Is all of this $70 million in respect to the 1955 
program ? 

Mr. Lewis. It is, Mr. Chairman. 

Admiral Ciexton. May I add something to that? 

Mr. Wiccteswortu. Yes. 

Admiral CLexron. It appears that if you are going to buy the long 
lead time components for the 1955 program, you have to wait until the 
budget is sent up to the Congress with the 1955 program in it. You 
do not know until that time what the program is. 

Mr. Wiacteswortu. Does this mean that you anticipate a request 
for aircraft procurement in respect to fiscal year 1956 in the identical 
dollar figure that you are requesting for the fiscal year 1955? 

Captain Hirscu. It does not, Mr. Chairman. 

Mr. Wiccieswortu. How is the $70 million figure arrived at? 

Captain Hirscn. I can speak to the $70 million that we have in this 
particular request which applies to the 1956 aircraft program. It 
covers specifically critical long lead time electronics items and engines 
that we Senet will be in any program we may have in 1956. They are 
the very latest and the only items that could possibly be put into that 
program. 

Although the exact dollar amounts for the total of each item that 
will be required cannot readily be determined at this time, since pro- 
curement of these items must be geared to the specific models and 

uantities of each model that will be contracted for next year after 
the program finalizes, we do know which equipment items will repre- 
sent bottleneck situations and therefore should be ordered in advance 
in limited quantities. This is not stockpiling, Mr. Wigglesworth, so 
much as it is advance ordering of critical items that will be used in 
the first few months production under next year’s aircraft program, 

T have here a list of the items involved, if you would care to see it. 

Mr. WiaeteswortH. I understand the principle. My question was 
directed to trying to get a clear understanding of how the amount is 
arrived at. Why do you put $70 million in instead of $100 million or 
$30 million? 

Captain Hrrscw. We feel that $70 million will be adequate, if 
prudently used, to provide limited quantities of these critical items. 
More could be used, but we feel in view of our experience this year 
that the quantities budgeted will be adequate to cover essential lead 
time considerations. 

Mr. Wiec.eswortn. You have not obligated any of this this year, I 
understand ? 

Captain Hirscn. We have not obligated any this year, as yet, but we 
know exactly what will be } sebooicas to support the 1955 aircraft pro- 
gram you are reviewing. Another reason that money is late in being 


obligated this year is the reprograming and general stretchout of 
programs that has taken place during the year. Because of this re- 
programing, many of our items can safely be ordered later in the year 
than otherwise would have been practicable. It is impossible—— 
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Mr. Wiccteswortn. I think the principle is entirely sound and will 
save a lot of time. I understand that. But still I have no idea of 
how you arrive at the dollar figure requested. In substance you 
merely tell us that you think with this sum requested, it will be possible 
to do the job? 

Captain Hirscu. I think Captain Beardsley, who is faced with 
this problem continually, will in better position to answer the 
question. 

Captain Bearpstey. Mr. Chairman, we analyze the projected de- 
livery schedule of aircraft in the program, as now before your com- 
mittee for review, from the lead time point of view; we know how 
long it takes to get delivered the aircraft which will start in the 1955 
program ; we know the procurement time for the electronics items, for 
the engine items and for other components. After an analysis of 
these figures, we ask only for that amount of money which will be 
required to carry us along for the first 3 or 4 months of delivery and 
we order only those items which are critical from a lead time stand- 
point. 

And as you probably know, sir, about 55 percent of the cost of our 
program is for airplanes themselves; some 45 percent is for the 
engines and components that go into the aircraft. When you speak 
of a $1.8 billion program, something like $800 or $900 million is for 
components. 

Here we are asking for less than 10 percent of that, so you see we 
are only covering the components that go into the aircraft for about 
the first several months of next year. We arrived at our request on 
a very logical basis of reasoning and, as you can see, very 
conservatively. 

Mr. WiccLeswortru. It may be logical, but I understand the $70 
million before us is in respect to a 1956 program which has not yet 
even been formulated. : 

Captain Bearpstey. That is correct, but at this moment we know 
which components will have to be a part of any program that might 
be formulated for 1956. We know which models will be involved, 
and even the approximate quantities, irrespective of whether the final 
program eventually will total 1,200 or 2,000 aircraft. But most 
importantly, we know the components that will be going into the 
aircraft to be ordered. 


ACQUISITION OF AIRCRAFT PRODUCTION EQUIPMENT 


Mr. Wieceieswortu. Project 1 (c) “Acquisition of aircraft produc- 
tion equipment,” indicates there will be no request for new obliga- 
tional authority in the fiscal year 1955, and the justification states 
that “funds previously provided for expansion of the aircraft-produc- 
tion base will substantially complete the original program.” 

A similar statement is made in respect to project 1 (d) Augmenta- 
tion of petroleum facilities,” for which there is apparently no request 
for new funds. 

How much have you on hand from funds previously provided in 
respect to project 1 (c) and in regard to project 1 (d) ¢ 

Captain Hirscn. Speaking first to project 1 (c), if I may, we had 
a total appropriated in fiseal years 1951, 1952, and 1953 of $1,068,- 
556,000. Of that amount, $1,034,578,000 was obligated at June 30, 
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1958, leaving an unobligated balance of $83,978,000, which will, in 
accordance with our plans, be obligated during the remainder of the 
year. 

Mr. Wiceieswortu. The current fiscal year? 

Captain Hirscn. Yes, sir. 

Mr. Wiccieswortn. That will complete the original program ? 

Captain Hirscn. For the most part, sir. Further requirements will 
be funded from the $250 million appropriated last year to the Depart- 
ment of Defense for departmentwide needs. That is the reason we 
have no request for facilities funds in this particular budget. 


AUGMENTATION OF PETROLEUM FACILITIES 


Now as to project 1 (d), augmentation of petroleum facilities, there 
was appropriated to the Navy a total of $23 million for that program 
and there will be obligated of that amount, by June 30, 1954, 
$16,756,800. 

This program, as you may recall, is a joint one involving both Navy 
and Air Force and we are asked to provide money as necessary to sup- 
port the program. There is a substantial requirement for the obliga- 
tion of funds during the balance of this year. The funds actually 
obligated to date are $3,367,200; approximately $13 million addi- 
tional will, we are told, be obligated prior to the end of the current 
fiscal year. 

We have a list here of the companies that are involved, but the actual 
obligation of funds depends upon Armed Forces Petroleum Purchas- 
ing Agency demands upon us for release of funds. 

{r. WiccLeswortn. This is a no-year appropriation ? 

Captain Hirscu. It is, sir. 

Mr. Wiccieswortu. So you estimate there will be about $6.5 million 
that will carry over into fiscal year 1955? 

Captain Hirscu. Yes, sir; according to the latest information we 
have been able to get from the Armed Forces Petroleum Purchasing 
Agency, which is responsible for the management of this program. 

Mr. Wiceieswortn. Did you say you have some kind of a list on 
which you base the $15 million estimate for the balance of the current 
fiscal year ¢ 

Captain Hiescu. Yes, sir; I have it here with me. 

Mr. Wiccieswortn. May we have a look at that? 

Captain Hirscu. Certainly, sir. 

Mr. Wiceieswortn. In the sheet you have handed me, I see 
$13,389,600 is estimated to be obligated prior to June 30, 1954, in re- 
spect to 4 companies . Now, for the record, what specifically will this 
money do? 

Captain Hirscw. Mr. Lewis has lived with this situation and I think 
can speak in detail to it. 

Mr. Lewis. As was testified here, Mr. Chairman, at the time the 
original request was made for these funds, there is a rather serious 
shortage in this country of the alkylate facilities that are essential for 
the production of high-octane gasoline. Military requirements for 
high-octane gasoline have been expanding rapidly with the introduc- 
tion of high-performance aircraft. The $23 million now under dis- 
cussion, plus a larger amount that was appropriated to the Air Force 
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in the same year, was provided to finance as necessary the construction 
of alkylate facilities to give this country a greater capacity for the 
production of high-octane gasoline. 

Mr. Wiceieswortn. Is this for new facilities? 

Mr. Lewis. In some cases, yes. In others it is being used for the 
modernization or expansion of existing facilities. 

Mr. Wiceteswortn. Is it contemplated that the necessary expansion 
will be secured with the obligation of this $15 million in the current 
fiscal year ¢ 

Mr. Lewis. No, sir. We understand the entire program will require 
the amount appropriated to the Navy, plus the additional amount that 
was appropriated to the Air Force. 

Mr. Wiecieswortn. You mean that there will be further augmen- 
tation of facilities required in fiscal year 1955? 

Mr. Lewis. According to the plan, yes, sir. But no additional money 
is required for that, since the money which already is appropriated 
will be sufficient to cover the total expansion program. 

Mr. Wiceieswortn. From a financial standpoint, this is a joint 
undertaking by the Air Force and Navy Air? Is that correct ¢ 

Mr. Lewis. It is, sir. 

Mr. WicGieswortH. Is it on a 50-50 basis or what is the arrange- 
ment ¢ 

Mr. Lewis. No; it is on a basis of about 1 to 3, I believe. We have 
the smaller share, because our aviation program is smaller than that 
of the Air Force. 

Mr. WiccieswortH. As a matter of experience, when the Navy has 
put up a dollar, the Air Force has put up three? 

Mr. Lewis. That is correct, sir, to the best of my knowledge. 

Mr. Wiacieswortn. Any questions on projects 1 (b), (c), or (d), 
Mr. Ostertag. 


COMPONENTS PARTS 


Mr. Osrerrac. Admiral, would you give us a brief definition of com- 
ponent parts as it relates to this lead-time aircraft procurement 
program ¢ 

Admiral Soucek. We have been using the term, Mr. Ostertag, to 
refer to Government-furnished equipment that is installed on an air- 
craft. In this particular request $59 million is for engines and $11 
million is for electronics. 

There are eight different types of engines involved and varying 
kinds of electronics—radar, communications, and navigational aid 
equipment. 

Captain Hiescn. In prior years our funds for advance procurement 
have been used for armament and instrument items as well, but the 
lead time for these seems to have decreased somewhat as of the present 
time. 

Mr. Ostertac. This $70 million is a part and parcel of the budgeted 
$1,880 million for the fiscal year 1955? Is that correct? 

Captain Hmscu. Yes, sir. The funds that we received in the 1954 
appropriation are applied to reduce the cost of the 1955 aircraft pro- 
gram. They are shown as a deduction in the detailed cost schedules. 
In other words, funds for the advance procurement of components in 
any 1 year support the following year’s aircraft program and are 
reported as a reduction in the cost of that program. 
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Mr. Ostertac. But this $70 million is set aside as a part of the 

rocurement which requires special attention in that it requires longer 
ead time for these particular component parts? 

Captain Hirscn. That is correct. It is handled separately and 
accounted for separately, so that it maintains its identity. 

Mr. Osrertac. Reports have been made repeatedly that in the 
Military Establishment, spare parts, or possibly component parts, 
have been ordered and procured for aircraft and other equipment 
which was never produced or utilized. Have you had any experience 
along that line; that is, in your procurement of component parts, 
whereby you found ultimately that you had no use for such parts due 
to changes in development and other changes that take place? 

Admiral Soucex. It may be, to a minor degree, that that could 
éxist, but as a general rule, the parts can be reworked or modified 
and thus kept usable to meet the program requirements for which 
they were procured. I believe there is very little that is procured 
that is never actually used, except possibly in such times as Korea 
when we might have overestimated in some minor areas. Can you 
add to that, Captain ? 

Captain Hirscu. I might say that we follow that very closely; 
we follow the items we have on order, and we cancel back on those 
orders as early as there is any indication that our requirements are 
less than the purchasés. On the other side of the ledger, there are 
cases where we develop additional requirements for particular items, 
as Pong items prove successful and are applied to other aircraft 
models. 


LEAD TIME 


Mr. Osrertac. In connection with the overall aircraft procurement 
program, we are discussing the amount of money that is necessary in 
order for you to plan your program and obtain the aircraft and 
other components; and as I understand it, you established that 18 
months was the basis for lead time, yet it was made clear that a much 
longer time than 18 months is required, generally speaking. 

Admiral Soucek. The 18 months related only to the aircraft as a 
unit, Mr. Ostertag. 

Mr. Osrertac. Does this project 1 (b) entitled “Advance Procure- 
ment of Long-Lead-Time Aircraft Components,” play an important 
role in reducing the overall lead time in the final pulling together of 
all of the components and the aircraft itself? 

Admiral Soucex. It plays a very important role in that regard, 
Mr. Ostertag. 

Mr. Ostertac. With such a policy in practice in procuring funds 
in advance for component parts, then why do you need billions in 
advance to cover the 2-year period for the procurement of aircraft? 

Admiral Soucek. I would like to ask Captain Beardsley to respond 
to that question. 

Mr. Ostertac. Does this phase of your program materially lessen 
the lead time sufficiently so that you can reduce the overall lead-time 
requirements for financing of the program to a time from 18 months 
to 2 years? 
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Captain Brarpstry. Yes, for this particular reason: The 18 months 
we were talking about yesterday applied primarily to airplane manu- 
facturers, Douglas and North American, for example. They need 18 
months from the time they receive an order to produce their first air- 
craft under that contract. Now, we buy pais! in much of the com- 
ponent equipment for these and all other naval aircraft. Most 
equipment is used on two or more different models of aircraft, as for 
example, an airspeed indicator that is used on all the jet fighters. 

The component equipment has to be ordered from its manufacturer, 
for example, from Pioneer in New Jersey; it then has to be produced, 
tested, shipped to California, to Douglas, and it must be there, in some 
cases, from 4 to 6 months ahead of the aircraft delivery date so that 
it can be installed in that particular aircraft at the proper point along 
the production line. Shipping time across the country may require 
as much as several months if the most economical shipping rates are 
to be obtained. So when we speak of 18 months for an airplane, we 
are talking about the airplanes themselves; the components must be 
delivered for the first aircraft by the manufacturer at least 4 to 6 
months ahead of that time. That reduces the 18 months to 14 or 12 
months for the production of component equipment and 14 months is 
frequently too short for this purpose. It is this short component 
period that makes our advance procurement program necessary. 

Mr. Osrertac. You are absolutely certain that advance procure- 
ment of component parts does not lend itself to being too far in advance 
for the development of aircraft that may never be used ? 

Captain Brearpstey. I am, sir. As was pointed out previously, we 
have not yet obligated the money we received this year for advance 
procurement. We do not procure until the program has fully crys- 
tallized and until we know specifically what will be required. We 
are going ahead now with this year’s program and will have it under 
contract within the next several months. 

Next year it will be handled very much the same. 

Mr. Ostrerrac. Thank you, Captain. 


ACQUISITION OF AIRCRAFT PRODUCTION EQUIPMENT 


This project 1 (c) “Acquisition of aircraft production equipment,” 
relates to the Navy’s responsibility in providing production equip- 
ment in the operation of private industry ? 

Captain Hirscu. It does, sir; it provides the equipment over and 
above what we can normally expect the contractor to finance on his 
own. 

Mr. Osterrac. As of fiscal year 1954, you have an unobligated bal- 
ance of $34 million? 

Captain Hirscn. Approximately, sir; actually slightly under that 
amount. 

Mr. Osrertac. Do you have a record of the amount obligated to 
date or as of some given point during this year? 

Captain Hirscu. Of the $33 million? 

Mr. Lewis. That amount, Mr. Ostertag, was reserved to take care 
of price increases on the more than $1 billion of previous obligations. 
Those obligations, as in the case of the aircraft contracts which were 
placed 2 or 3 years ago, haye been affected by wage and material in- 
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creases and there have been price rises that we will have to meet. We 
know overall what they are going to be. We do not know, contract 
by contract, the exact amount applicable to each contract. 

Mr. Osrerrac. My question, Mr. Lewis, was directed to the actual 
obligations you have had in connection with the unexpended balance 
of approximately $34 million entering fiscal year 1954. Do you have 
a record which would indicate your obligations as of January 1 of 
this year? 

Mr. Lewis. We have not authorized any price adjustments on indi- 
vidual contracts, as yet, Mr. Ostertag. We have held that amount in 
reserve to cover price adjustments as negotiated. ; 

Mr. Osrerrac. In response to Mr. Wigglesworth, you pointed out 
that the entire $34 million would be obligated during this year. 

Mr. Lewis. We expect it to be, sir. 

Mr. Osrertac. On what basis do you make such a statement when 
you have no idea as to the obligations up to January 1, or now? 

Mr. Lewis. We have not authorized the amount of the price increase 
on specific contracts. We have had requests for contract increases 
but we have not given the contractor the specific documentary approval 
that establishes a formal obligation increase. These contracts are 
basically cost-type contracts and the Government must be prepared to 
meet the bills as presented by the contractor, subject, of course, to cost 
verification. 

Mr. Osrertac. Mr. Lewis, I can understand where there may be 
some fluctuation in prices, but it is not clear to me how you arrive at 
the conclusion that the entire $34 million will be obligated during the 
fiscal year 1954, 

Mr. Lewis. The indications that we have gotten from the facilities 
contractors is that the price estimates in the original contracts, dating 
in most instances several years back, are rather low. 

(Discussion off the record.) 

Mr. OsrertaG. What do you plan to do for 1955? 

Mr. Lewis. On the use of the money we have—— 

Mr. Osrerrac. Is the program ended as of the end of this year? 

Mr. Lewis. No, sir. Future requirements will be covered by the 
$250 million appropriated to the Secretary of Defense, which we can 
draw down with the permission of the Secretary, after our own appro- 
priation is exhausted. That $250 million was appropriated to finance 
requirements on a departmentwide basis. 

Mr. Osrertac. In other words, new arrangements will be instituted 
by which this whole program is carried out ? 

Mr. Lewis. That 1s it, sir. 

Mr. Osrertrac. Which is under the jurisdiction of the Secretary of 
Defense, rather than the Navy itself? 

Mr. Lewis. Yes, sir, and as he approves additional requirements for 
the Bureau of Aeronautics program, a transfer is made from the 
appropriation to the Secretary of Defense, to this particular appro- 
priation, so that the actual contract as required will be executed under 
this appropriation rather than directly under the Secretary of De- 
fense’s appropriation. 

Mr. Osrterrac. Is it fair to assume that it will take the entire $34 
million to overcome the fluctuations in the price level and cost condi- 
tions which might exist during the current fiscal year? 


i 


431 


Mr. Lewis. It is, sir; it represents only a very small fraction of the 
total involved in the $1 billion program. 

Mr. Osrerraa. Is it fair to assume that there will be a substantial 
balance at the end of this fiscal year, Jure 30, 1954? 

Mr. Lewis. There will be an unexpended balance but we do not 
expect that there will be an unobligated balance. 

Mr. Osrerrac. I am referring to the wnexpended or unobligated 
balance. 

Mr. Lewis. We expect there will be no unobligated balance. 

Mr. Osrerrac. You feel certain of your conclusion ? 

Mr. Lewis. We do, yes. 


AUGMENTATION OF PETROLEUM FACILITIES 


Mr. Osrerrac. Now, referring to project 1 (d), “The augmentation 
of petroleum facilities,” there again of the $23 million made available 
a year ago for the fiscal year 1954, $3 million has been obligated to 
date; is that the correct figure ? 

Captain Hirscn. Yes, sir; that is correct. 

Mr. Osterrag. That leaves a balance of $20 million. 

Captain Hirscu. That is correct, sir. 

Mr. Osterrac. Then you expect to obligate between now and June 
380, $13 million more ¢ 

Captain Hirscu. That is correct, sir. 

Mr. Ostertac. Can you explain why it took 8 months to obligate 
$3 million and the rapid obligation of $13 million which will take 
place in the next 3 or 4 months? 

Captain Hirscw. Mr. Ostertag, the Bureau of Aeronautics does not 
control the obligation of these funds. They were appropriated in our 
eppropriation for the purpose of combining with the Air Force in a 
program to augment these gasoline facilities. 

Mr. Osterrac. In other words, the Air Force controls the obliga- 
tions ¢ 

Captain Hirscn. The Air Force is guiding the total program, and 
the impact upon our funds is as they program the use of them. This 
money is set aside for this purpose and will be used for this purpose 
as the Air Force draws upon it. I do not believe you could say that 
the obligation rate of these funds indicates the progress that the 
joint or complete program has made. 

Mr. Osterrac. But there must be some accountability on the part of 
the Air Force to the Navy, it would seem to me, if it is a joint enter- 
prise, and I am wondering about the rapid expenditure here, which is 
at the ratio of 3 to 1, as I understand it. 

Captain Hirscn. That is the basis on which obligations are appor- 
tioned. Is that what you had reference to? 

Mr. Ostertac. I mean the proportionate responsibility, and you 
pointed out it was 3 to 1. 

Captain Hirscu. Yes, sir. 

Mr. Ostertac. Therefore, while they are spending $13 million in 
4 months of the Navy’s money, they are likewise spending $39 million 
of the Air Force money. 

Captain Hirscuw. That is our understanding, sir; insofar as obliga- 
tions are concerned. 
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Mr. Ostertac. Well, obligating is comparable to spending, in my 
judgment. In any event, you will have a balance of $7 million at the 
end of this fiscal year unobligated ¢ 

Captain Hirscn. Yes, sir; in this particular activity, but reserved 
for this special purpose. 

Mr. Osrertaa. Is there any reason why that should be left unex- 
pended ¢ 

Captain Hirscu. The basic reason is that we understand that 
further requirements of this program, which is managed by the Air 
Force, will absorb this total amount. 

Mr. Osrertac. But not within this fiscal year? 

Captain Hirscn. No, sir. 

Mr. Ostertac. That is all. 

Mr. Wicetrswortu. Mr. Sheppard, do you have any questions on 
projects 1B, 1C, or 1D? 

r. Suepparp. I have one general question that I will address to 

the Comptroller. 


ADVANCE FUNDING 


This entire situation is based, or functioning, upon the financing of 
your contracts. If you referred to private industry for financing pro- 
duction, how many contracts would you write into your program, if 
you did not finance them in advance 

Admiral Ciexron. None. 

Mr. Suerrarp. In other words, if you want the program to be a 
successful operation as it is being handled private indus- 
try, obviously you must advance your financing prior to the issuance 
of your contracts, because the private contractor refuses to go into 
the money-lending market to finance the Federal Goverment, is that 
correct ? 

Admiral Ciexton. Yes, sir; that is correct. 

Mr. Suerrarp. I have no further questions, Mr. Chairman. 


Guiprep MissitLe Drone ProcuREMENT 


Mr. Wiccieswortu. Budget activity 2, “Guided missile and target 
drone procurement,” calls for an appropriation of $60 million in 1955, 
reflecting a decrease, as compared to the current fiscal year, of $81,792,- 
000. 

I note that the justification states: 

In 1951 the Secretary of Defense selected an air-to-air defense missile for 
large production-line techniques should enemy attack warrant quantity output. 
Is that the “Sparrow”? 

Captain Hirscu. Yes, sir. 

Mr. Also that— 


ship-to-surface missiles also are given high priority because of their usefulness 
in extending and augmenting the striking power of carrier task forces, 


Also— 


Although primary emphasis is placed on providing missiles to the fleet for 
service use, this activity finances as a collateral responsibility the contract 
costs of assembly-line production of guided missiles and target drones which are 
required for technical evaluation and fleet operational evaluation. 


if 
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In a confidential supplement you have given us a breakdown in 
terms of individual missiles, the quantity to be acquired, the unit 
costs, and the total involved in each instance. I assume that we have 
not progressed far enough to have any decrease in unit costs reflected ; 
is that correct ? 

Admiral Soucek. Yes, sir. I would like to have Captain Metsger, 
Director of the Guided Missiles Division, speak on that. 

Captain Merserr. We have not gotten sufliciently far along in vol- 
ume production to realize feasible reductions in unit costs. 


SERVICE USE AND EVALUATION 


Mr. WiceLeswortnH, I notice, in certain instances, that you propose 
to acquire a missile 2 for service use, and you also propose, apparently, 
to acquire the same missile for the purpose of evaluation. 

Will you say something about that off or on the record ¢ 

(Discussion off the record.) 


PLANT FACILITIES FOR MISSILE PRODUCTION 


Mr. Wiceieswortu. Under project 2B, “Plant facilities for missile 
papeactinns I see that no new money is being requested, the statement 

ing made that— 
Basic facilities for the large-scale production of missle models now being pro- 
duced in quantity were financed in 1951 and 1953 appropriations. 

Of the money appropriated in those years, how much, if any, is 
now unobligated ¢ 

Mr. Lewis. We have not obligated the $13 million shown for 1954. 
That $13 million, Mr. Wigglesworth, was not appropriated in 1954, 
but was a carryover from an earlier appropriation. 

Mr. Wiacteswortn. That is still on hand and unobligated? 

Mr. Lewis. That is correct, sir. 

Mr. WicGLEswortH. What do you foresee in respect to that money ¢ 

Mr. Lewis. That money is being held until the missile program 
firms up sufliciently to warant additional investment in facilities. We 
felt it would be better to wait until actual missile progress has de- 
veloped sufficiently before putting too much of the Government’s 
money into the facilities program. 

Mr. Wiacieswortu. This is a no-year appropriation ? 

Mr. Lewis. It is, Mr. Chairman. 

Mr. WicGLeswortu. It carries over ? 

Mr. Lewis. Yes, sir. 

Mr. WicGLeswortu. I assume you have not obligated or expended 
any funds in this connection during the fiscal year 1954, is that right ? 

Mr. Lewis. We have not obligated any significant amounts in the 
fiscal year 1954 for this particular program, sir. 

Mr. WiGGLEsworTu. Xnd you do not know at this time whether or 


not it will be necessary to obligate any funds in the fiscal year 1955? 

Mr. Lewis. We expect the missile program to be such that in 1955 
it will be prudent to proceed with the additional facilities. I be- 
lieve Admiral Sides can speak more directly to the status of the 
missile program in that connection. 
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Admiral Sines. One of the things that happened in 1950 was that 
the Director of Guided Missiles went set up in the Office of the Secre- 
tary of Defense, and certain projects were chosen to be expedited. 

n those particular projects one of the objectives was to establish 
a facility which would have the physical capability of producing war- 
time quantities of missiles. 

We were directed to proceed with this program. We have this 
facility with the basic machine tools and the basic industrial equip- 
ment to give us the required wartime rate, but we are holding down 
the specialized tools to just what we need to turn out the number of 
missiles that we actually require at this time. 

In other words, we have not gone out and procured the specialized 
tools to give us that rate of production which we will not require 
short of a war, and I think that this unobligated money falls into 
that class to a great extent. Is that right, Mr. Lewis? 

Mr. Lewis. It is, Admiral. 

Mr. Wiceiteswortn. What I was particularly interested in is what 
you look forward to. In other words, it has not been necessary to 
obligate this money, or any of it, in the fiscal year 1954. 

Now, what can you foresee with respect to the fiscal year 1955? 
Will you have to use it then, or will you not ? 

Admiral Stipes. IT should say this will depend on the scope of fleet 
integration of these missile programs. 

The missile programs are not programs by themselves. You have 
a missile system, which consists of the airplane, the engine in the air- 
plane, instruments, radar, and everything that goes to give you a 
system so that you can utilize the missiles. 

You heard yesterday about certain reprogramings because of engine 
difficulties and other things. These same problems which affect air- 
craft procurement inevitably affect the rate at which we integrate our 
missile systems into the fleet. 

Mr. WiceLteswortH. Then, if I understand it, you are really not in 
a position at this time to say that it will be necessary to obligate this 
money in 1955 any more than it was in 1954; is that right? 

Admiral Stes. I think we cannot state definitely that we will have 
to obligate all of it. 1 think most definitely some of it will have to be 
obligated in 1955. 

Mr. WicacieswortH. Well, do you have any estimate, or is that just 
a generality ¢ 

Mr. Lewts. The original program, when implemented, will call for 
the use of this entire amount. 

Mr. Wiccieswortn. I understand that, but I am trying to get some 
judgment as to when. 

Mr. Lewis. That is somewhat uncertain and will be until the Chief 
of Naval Operations has resolved the planning uncertainties. 

Admiral Sines. I will make a statement. I think we will have to 
obligate it in 1955. I think that many of these uncertainties will 
cease to be uncertainties, and that when we talk about what we obli- 
gate in 1955 giving us something useful I think-there is no doubt that 
we will need the money in 1955. 

Mr. WiceteswortH. Off the record. 

(Discussion off the record.) 
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TARGET DRONE PROCUREMENT 


Mr. WiceeteswortH. Why, under project 2C, “Target drone pro- 
curement,” is there an increase from $9,549,970 in 1954 to $15 million 
in 1955? 

Captain Hirscu. That increase reflects the urgent need for very 
high-speed drones scheduled for procurement during 1955 to more 
adequately simulate modern aircraft for performance. They, having 
a much higher speed, have a much higher unit cost than the type of 
drones we have been buying. 

The actual quantity of drones to be procured during 1955 is sub- 
stantially less than in prior years. The difference is made up in the 
higher cost of the models being procured. 

Mr. Wiacresworrn. Off the record. 

(Discussion off the record.) 

Mr. Wieciesworru. Are there any questions on budget activity 2, 


Mr. Ostertag? 


GUIDED MISSILE PROCUREMENT 


Mr. Osvertac. Under guided missile procurement, Admiral, what 
do you estimate as your expenditures for the fiscal year 19554 That 
is under 2A, “Guided missile procurement.” 

Admiral Soucek. $45 milhion, in terms of new obligations. 

Mr. Osrertac. $45 million is the amount appropriated ¢ 

Admiral Soucek. It is the amount we are requesting, sir. 

Captain Merscer. We estimate that we will obligate the entire $45 
million. This is all fully planned for, and undoubtedly will be 
obligated. 


EXPENDITURES 


Mr. Osterrac. Under budegt activity 2, “Guided missile and target 
drone procurement,” according to the figures I have at hand your ex- 
enditures will be $120 million, while you will receive, or are asking 
or, $60 million of new money. I am trying to break down the $120 
million expenditure which is contemplated for the fiscal year 1955. 
What part of it will be in the guided missile program. 

Captain Hirscn. I don’t have a breakdown here but I can provide 
one for you later, Mr. Ostertag. 

Captain Metscer. That will be principally in the guided missile 
area, Mr. Ostertag. I would estimate that at least 90 perecent of that 
is in the guided missile area. 

Mr. Ostertac. Also under this same general heading, and according 
to your figures of expenditures and wnexpended balances, as we go 
into the fiscal year 1956, you will have at least $174 million as an un- 
expended balance. 

Now, your program for this year calls for $120 million. You have, 
therefore, slightly more than 1 year’s money with which to deal with 
lead time and all of the necessary factors involved at the end of this 
next fiscal year. 

I am trying to put together why you only need $174 million at the 
end of this next year to keep this moving while, by comparison, your 
aircraft require perhaps 3 to 4 times that amount. In other words, 
you are spending $120 million this year, leaving only a balance of $174 
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million at the end of the year. Can you put that together for me? Is 
there a sharp difference between guided missile procurement and air- 
craft procurement insofar as lead time is concerned, or insofar as 
timing and programing is concerned ? 

Captain Hirscu. One of the things that affects this is the fact that 
we are coming down from a much higher level of procurement in 1953 
and 1954 to a very much lower level in 1955. If our level in 1955 
had continued as it was in 1954 we would have, of course, a much 
greater unexpended balance. 

Mr. Osrertac. Off the record. 

(Discussion off the record.) 

Mr. Osterrac. On the record. 

What would you estimate is the normal figure for obligations in this 
field, looking ahead ? 

Captain Hirscu. It is a sharply rising program. I think Captain 
Metsger can speak to that. 

Captain Merscer. On page 12 of the justifications we see that the 
budget estimates are $114 million for 1958, $141 million for 1954, and 
$60 million for 1955, but the projected amounts will more nearly 
approach an average of those three figures. They will not be a con- 
tinuation of the $60 million level. 

Mr. Osrerrac. I see. 

Captain Merscer. And the expenditure rate will continue substan- 
tially as it is now, which turns out to be about the average of those 
three budget figures. 

Mr. Osrertac. Referring to the item of plant facilities for missile 
production, is this budget project. of the same type that we recently 
referred to as having to do with the tooling and equipping of private 

lants? 

Admiral Sovucex. It is essentially the same, sir. This program 
oe plants for missiles and the earlier program equips plants for 
aircraft. 

Mr. Osrertac. Do you have the figures as to the total appropria- 
tions made available up to and including the fiscal year 19544 

Captain Hirscu. In this particular activity ¢ 

Mr. Osterrac. Yes. 

Mr. Lewrs. I do not have the figure, Mr. Ostertag, but as I recall, 
it is about $48 million. 

Mr. Osterrac. It is approximately $48 million ¢ 

Mr. Lewis. Yes, sir. 

Mr. OsrertaG. Do you have an estimate of what. has been expended 
and obligated ¢ 

Mr. Lewts. The entire amount has been obligated, with the excep- 
tion of $13 million. 

Mr. Osrertac. In other words, what has been obligated and ex- 
ended would be the difference between $48 million and $35 million, 
eaving a balance of $13 million plus? 

Mr. Lewis. That is correct. 

Mr. Ostervac. Is this $13,432,000 the unexpended and unobligated 

balance ? 

Mr. Lewis. It is the uncommitted, unobligated balance. 

Mr. Osterrac. May I ask you, Admiral, along the line of interroga- 
tion by Mr. Wigglesworth, as to whether or not. you have plans for 
spending any or all of this money? 
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Admiral Stipes. We do definitely have plans for spending all we 
have for this facility. 

Mr. Osrerrac. The unexpended balance? 

Admiral Sines. The entire balance, sir. 

Mr. Osrerrac. I mean during the fiscal year 1955. 

Admiral Sives. It is my opinion it will be obligated during the 
fiscal year 1955. However, that is my personal opinion. 

Mr. Osrerrac. And do you have the plans to spend it? 

Admiral Sives. The plan cannot definitely be firmed up at this time, 
sir. 

Mr. Wice.teswortH. Mr. Sheppard, do you have any questions on 
budget activity 2? 

EXPENDITURES 


Mr. Suerrarv. The reason you cannot give a more accurate or 
definite answer about the expenditures in 1955 is predicated upon the 
fact that the determination dollarwise has not been set to the degree 
that you can definitely state that you are going to spend X dollars 
in this particular field in 1955 at the moment? 

Admiral Sirs. Yes, sir, that is correct. 

Mr. Suerrarp. That is a detailed part of the total integrated 
principal or necessary requirements for the program, is that correct? 

Admiral Siprs. That is correct, sir. 

Mr. Suerrarp. And as this program develops, then I assume the 
functions of expenditure will immediately become available ? 

Admiral Sines. Yes, sir. 

Mr. Sueprarv. But at the moment you do not have a firm idea of 
what they are? 

Admiral Sipes. Yes, sir. 

Mr. Sueprarp. Now, if, for the sake of discussion, the committee, 
in its wisdom, were to see fit to eliminate this fund because of the in- 
determinate attitude you have to take in justifying it at the moment, 
it would have the end result that when and if this part of the program 
became necessary and it was not funded you would not have it 

Admiral Swes. That is correct. 

Mr. Suepparp. Insofar as the guided missile aspect of the same 
program pertains, the same general answer would follow, would it not? 

Admiral Sires. Yes, sir. 

Mr. Suerrparp. In other words, it resolves itself down again to ad- 
vance financing for a determined program in which the specific de- 
tails have not been actually firmed up as of this time? 

Admiral Sives. Yes, sir; that is correct. 

Mr. Sueprarp. I have no further questions, Mr. Chairman. 


TECHNICAL EQUIPMENT FOR SERVICE TRAINING 


Mr. Wiccteswortn. Budget activity No. 3, “Technical Equipment 
for Service Training,” reflects a request for $6,800,000 a reduction as 
compared to the current fiscal year of $4,179,000 and is covered in pages 
17 to 20 of the justifications. 

There appears to be a table on page 20 of the justifications breaking 
the request down into six items, airframe components, power plants, 
armament, electronics, instruments and mechanical components, and 
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factory training. Five out of these six items show reductions com- 
pared to the current fiscal year. 

The first item, airframe components, shows an increase of roughly 
$570,000, What is the explanation of that increase if all the rest are 
coming down ¢ 

Captain Hirscu. We have been relying on the utilization of old 
World War II airframe items to train technical personnel. The great 
difference between the construction of World War IT planes and our 
new modern planes makes it very necessary that we indoctrinate people 
receiving einical training on the equipment on which they will ac- 
tually be working. It is ‘therefore necessary to provide these new 
items of airframe parts in order that their training will be complete 
and adequate when they go to the fleet and to the operating units. 

Mr. Wiccresworrn. T note in the justifications that high speed jet 
aircraft in the attack and fighter fields comprise the major portion of 
the 1955 aircraft procurement program. 

Admiral Souces. That is right, Mr. Wigglesworth. 

Mr. Wicc.eswortn. Is that also true with reference to the airframe 
components here 

Captain Hirscuw. Yes, sir. It is the introduction of these new 
advanced models which makes it necessary for us to provide the new 
components covered by this request. 

Mr. Wicetrsworrn. What 1s the unobligated figure in respect to 
$10,97 9,000 allocated to this budget activity for fiscal 1954? 

Mr Lewis. $8,816,000, Mr. Chairman. 

Mr. Wiecieswortu. As of what date? 

Mr. Lewis. January 31, 1954, sir. 

Mr. Wicertrswortn. Is that obligated or unobligated? 

Mr. Lewis. Unobligated and uncommitted, sir. 

Mr. WiceLesworrH. You are not going to utilize that $10.9 million 
this year, are you? 

Captain Hirscn. This, again, ties in with our overall procurement 
pattern for the year. These items are ordered along with and on the 
same contracts as the major items procured for the aircraft program. 
Many of these items are, as we testified earlier, being ordered late in 
the year. There will be a very sharp upward swing in the obligations 
for this equipment. 

Mr. Wiccieswortu. If you have only obligated $1.7 million in 7 
months, you will not obligate $10.9 million in 12 months, will you? 

Captain Hirscn. When the contracts for the major equipment are 
placed later in the year, these items will be included and will utilize 
the unobligated nei We face the same problem, generally, in 
all of our procurement this year and are expecting most of it to come 
in the second half of the year. 

Mr. Wieeteswortu. I still do not think you have answered the 
question specifically. 

Captain Hirscn. We plan to obligate the total amount that is avail- 
able to us, Mr. Chairman. 

Admiral Soucek. We think that will be obligated as soon as the 
contracts now in preparation are finished and we expect. it to be 
obligated by June 30. 

Mr. Wiaciesworrn. Are there any questions on budget activity 
No.3? Mr. Ostertag? 
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Mr. Osrerrag. I have no questions. 
Mr. Mr. Sheppard? 
Mr. Suerparp. No interrogations on this activity. 


Arrcrarr MoperNIzATION 


Mr. WiccLeswortu. Budget activity No. 4 refers to aircraft 
modernization and reflects a request for $40,200,000, a decrease of 
$13,135,000 compared to the current fiscal year. 

What is the obligation figure in respect to the $53,335,000 made 
available in the current year ¢ 

Mr. Lewis. The amount obligated and committed as of January 31, 
1954, is $25,851,000, leaving $27,484,000 to go. 

Mr. WiaeLEesworru. The justification indicates that this activity 
“covers the contract costs of converting aircraft already in use to 
specialized configurations, or of modernizing such aircraft, without 
basic configuration change, through the installation of improved 
components,” also that “conversion programs may range all the way 
from the electronic modernization in 1951 of about 600 aireraft for 
antisubmarine warfare missions to the conversion of a few aircraft 
with special missile control equipment.” 

This particular program before us is said to consist of transport 
conversions, $16 million; training aircraft conversions, $7.9 million; 
and missile control and target drone conversions, $2.4 million. 

In the confidential supplement you have given us a breakdown of the 
$26,243,500 requested for aircraft conversion by model, by number, 
and by unit cost. 


FLYING RADAR CLASSROOM 


Mr. Wice._esworru. What is meant by the item flying radar class- 
room ¢ 

Admiral Soucek. That is a plane which is especially equipped with 
various types of radar and other electronics equipment for training a 
number of personnel in flight at the same time. We use this plane 
to give instruction by one person in the various techniques of handling 
service equipment in flight. In other words, it is a classroom taken 
into the air for training on the actual equipment that is installed in 
our modern high-performance aircraft. 


TRANSPORT CONVERSION 


Mr. Wicetesworrn. And the purpose of transport conversion is 
what? 

Admiral Soucex. It is to provide a better airplane than the cur- 
rently used older models, Mr. Chairman. 

Mr. Wiceiesworrtn. For transport purposes? 

Admiral Soucek. For transport purposes primarily, sir. 

Admiral Orstre. Might I speak to that? 

Mr. Yes. 

Admiral Orstie. In fiscal year 1951 we commenced a program of 
modernizing our medium transport fleet. It had to do with the 
Douglas DC-3. This turned out to be a very successful program. 
Last year we came to you and asked for funds for — of a continu- 
ing program on the modernization of those aircraft. This year we 
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are introducing the sum necessary to complete this program. Since 
coming to you last year we have made a careful study of the value of 
the program and felt we should go ahead with it. The Bureau of 
Aeronautics carried out the preliminaries with the contractor and 
found they had increased their prices rather substantially. At the 
higher price we believe the program to be not justified, copicering 
other types of aircraft on the market. At the original price it woul 
have been a good deal. At this price it is not. None of the 1954 
funds for this purpose have been dblignted and yesterday we told the 
Bureau of Aeronautics to discontinue the project. As soon as we find 
in the transport market a suitable plane, we propose to come to you for 
approval of the procurement of new planes to augment or improve our 
medium transport fleet. 

Mr. WiaccieswortH. Does that mean the money requested here for 
conversion of transport planes will not be required ? 

Admiral Soucek. No, sir. 

Admiral Orsrre. It means it will be reprogramed at a later date. 
We are looking at 1 or 2 modern transports in that same field and we 
will probably come to you for reprograming in the order of that same 
dollar value, but we are not prepared to do it at the moment. Just for 
business reasons we threw the other one out. We felt we were not 
getting our money’s worth. 

Mr. Wiacieswortn. Is it not a fact that there was about $28 million 
in the 1954 appropriation for this program ¢ 

Captain Hirscu. There was, sir, to provide all the parts for the 
total of 96 transports to be converted but to provide only for the con- 
version of 48 or half of them in the 1954 increment. Our request in 
1955 for $13 million was to convert the balance. 

Mr. Wiceteswortu. What part of that $28 million, if any, has not 
been obligated as a result of the change in policy ? 

Captain Hirscu. I am not sure of the exact status of that con- 
tractual arrangement. 

Mr. Lewis. We may have obligated some of the components but 
those components are usable on another program. 

Mr. Wiceteswortn. What I am trying to get at is the dollars-and- 
cents picture in view of Admiral Ofstie’s statement. 

Mr. Lewis. $27,484,000 is the available balance, Mr. Chairman. 

Mr. WiacteswortH. Does that apply in total to this transport pro- 
gram that the admiral referred to? 

Mr. Lewis. It does, yes. 

Captain Hirscu. All the money in the 1954 program is available. 

Mr. WieeiesworrH. $25,851,000 was given as obligated as of Janu- 
ary 31. All that is not available, it is? 

Captain Hiscu. It would be deobligated if it were for this pro- 
gram; we are backing out of the program. 

Mr. Wiccieswortu. I am trying to get the facts without the ifs. 
What is the effect of the statement the admiral has made in terms of 
dollars and cents, (@) in respect to fiscal 1954, and (b) in respect. to 
fiscal 1955? 

Mr. Lewis. We will have available for the reprograming $28 
million. 

Mr. Wiceteswortn. Of 1954 money ? 
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Mr. Lewis. Yes, sir. We will have available in addition the 1955 
requested funds which are given here in the confidential supple- 
ment previously referred to. 

Admiral Soucek. $13,393,000 in 1955, Mr. Wigglesworth. 

Mr. Osrerrac, This is strictly transport / 

Mr. Lewis. Yes, sir. 

Mr. Wiccieswortn. Off the record. 

(Discussion off the record.) 

Mr. Wiceresworrn. $28 million of 1954 money plus $15,393,000, 
which makes a total of $41,393,000 is available for reprograming in 
the light of decisions to be later determined. 

Mr. Lewis. That is correct, sir. 


EQUIPMENT MODERNIZATION 


Under project 4b, “Equipment modernization,” there is a request 
for $13,957,000, a reduction of roughly $4 million compared to the 
current fiscal year. The project is said to “finance contract costs of 
modernizing fleet aircraft without configuration change through the 
installation of improved radar, communication, identification, coun- 
termeasure, electrical, and related equipment.” 

This request is also broken down in the confidential supplement to 
which [ have referred into number of operations, unit costs and 
totals. 

Are there any questions on budget activity No.4? Mr. Ostertag?/ 

Mr. Osterrac. Perhaps I should direct this question to Mr. Lewis. 
Under this analysis of expenditures and unexpended balances cover- 
ing budget activity No. 4, “Aircraft modernization,” it shows an un- 
expended balance estimated for July 1, 1955, of $51.1 million; is that 
correct 

Mr. Lewis. ‘That is the correct figure, Mr. Ostertag. 

Mr. Osrerrac. A few moments ago it was estimated that there 
would be a carryover balance of $41.5 million as of what point? 

Mr. Lewis. That $41.3 million refers to amounts that were in- 
cluded in the schedule for specific work—the transport convers*‘ons. 
That work has now been stopped. Therefore, these figures should be 
revised accordingly unless, as Admiral Ofstie indicated, there is a 
reprograming with the application of these funds to the procurenient 
of new transports. The figures you have were predicated on a con- 
tinuation of the program that since has been stopped. 

Mr. Ostertag. In other words, there may be much more than $51 
million at the end of fiseal 1955? 

Mr. Lewis. If we do not buy new transports, yes, sir. 

Mr. Off the record. 

(Discussion off the record.) 

Mr. Osrertac. Does that mean that at the end of fiseal 1955 the 
difference between the $41 million and $51 million or $10 million will 
be unexpended and unobligated ? 

Mr. Lewrs. The amounts that could be unexpended and unobligated 
would depend on what decision is made with respect to the procure- 
ment of replacement transports. 

Mr. Osrerraa. Is the decision to be made between now and July 
19554 
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Mr. Lewis. Admiral Ofstie will have to answer that, sir. 

Admiral Orstm. The decision will be made before the end of June 
1954, probably by the end of next month. 

Mr. Osterrac. Dealing with this whole question of aircraft modern- 
ization, including conversion and equipment, do those same factors 
apply insofar as planning lead time and other considerations which 
require an advance of moneys over a period of a year in order that 
you may properly deal with this program ¢ 

Admiral Soucek. Yes, sir; the lead time is not quite as Jong but the 
same principles apply. 

Mr. Ostertac. Is that where material is involved ¢ 

Admiral Soucer. Yes, sir, and engineering and tooling. 

Mr. Osrertac. That is all. 

Mr. Mr. Sheppard ¢ 

Mr. Sueprarp. Off the record. 

(Discussion off the record.) 

Mr. Suerrarp. That is all, Mr. Chairman. 


Crvm1an PEersoNNEL 


Mr. Wiccteswortn. Captain Craighill, is there some civilian per- 
sonnel involved in this item ? 

Captain Cratcuitt. There are a few. We will insert the table at 
the beginning of this appropriation when we get the record. 

Mr. Wiceirsworrn. Do you have the overall 

Captain Craicuiti. The total employment for fiscal 1955 is 2,369 
man-years. 

Mr. Wiceireswortrn. That compares with 2,390 in the current fiscal 
year and 2,572 in 1953. 

Captain CratcuILy. That is correct, sir. 

Mr. WiceLtreswortn. Please insert the table at this point in the 
record. 

Captain Yes, sir. 
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(Notr.—The table on total civilian employment under the management con- 
trol of the Bureau of Aeronautics appears with the testimony on the appropria- 
tion, Aircraft and Facilities, p. 512.) 


FOREIGN AIRCRAFT PROCUREMENT 


Mr. OsrerraG. Before we leave the subject of aircraft procurem nt, 
Admiral, in this whole program of aircraft procurement and com- 
ponents, equipment, and all the related materials, are there any off- 
shore procurement contracts involved in this program? I mean by 
offshore, foreign procurement ¢ 

Admiral Soucek. No, sir. We have none as far as this appropria- 
tion is concerned. 


CONVERSION PROGRAM—PRIVATE CONTRACTORS 


Mr. Suerrarp. Will you put in the record at this point in your con- 
version program as represented in budget activity 4, the percentage 
amount of that expenditure that is going into the private contract 
field as against that which may be operated in the Navy itself, for 
1954 and 1955? 

Mr. Lewis. They are all private contracts, except for $644,000 for 
target. drone conversions. 

Mr. Suerrarv. No further comments or questions. 


Prior Year BALANCES 


Mr. Wiaeieswortu. I have two other questions which relate to 
aircraft and related procurement. You will have in mind the figure 
of $424,491,715, representing prior year balance available in the cur- 
rent fiscal year. When the remarks are revised, 1 would appreciate it 
if you would spell out rather fully just what that balance represents. 

Captain Hirscn. Yes, sir. 

(The information requested is as follows :) 

An analysis of the unobligated balance of $424.4 million at June 30, 1953, is 
presented in the following table: 


Aircraft and related procurement, Navy—Analysis of unobligated balances at 
June 30, 1958 


Activity and project: Amount 
1b Advance procurement of long lead-time aircraft compo- 
le Acquisition of aireraft-production facilities______ 33, 978, 000 
1d Augmentation of petroleum facilities___....__._.______- 23, 000, 000 
2. Guided missile and target drone 64, OOD 
2a Guided-missile procurement_.....--._.._-_--________- 22, 254, 000 
2c Target 2, 105, 000 
3. Technical equipment for service training______________________ 3, 391, 000 
4. Mireraft 17, 923, 000 


4b Equipment modernization --- 17,923,000 


Total unobligated as of June 30, 1953__.....---._._-__- 424, 492, 000 


445 
EXPENDITURES AND UNEXPENDED BALANCES 


Mr. WiccieswortH. And also in respect to the figure of $5,787 mil- 
lion appearing in the table inserted in the record entitled “Analysis 
of expenditures and unexpended balances” under the column “Esti- 
mated unexpended July 1, 1955” can you tell us, or will you indicate 
for the record, when the remarks on the aircraft and related procure- 
ment are revised when it is estimated that that sum will be expended, 
and how much by fiscal year, after July 1, 1953? 

Admiral Soucek. Yes, sir. 

(The information requested is as follows :) 


BurREAU OF AERONAUTICS 
Projection of expenditures and unexpended balances 


[In millions] 


Estimated Estimated Estimated } Estimated Estimated 
expenditures, unexpended, expenditures, | unexpended, | expencitures, 
fiscal year 1956 July 1, 1956 fiscal year 1957 July 1, 1957 fiscal year 1958 

$2, 550. 5 12, 995. 4 $2, 474.0 $521.4 | $521.4 

1, 650.0 1, 667.8 1, 500. 0 167.8 167.8 

750. 0 1, 278. 6 925. 0 353. 6 353. 6 
150.5 49.0 49.0 0 0 
12001 54.4 0 0 
10.0 6.4 6.4 0 0 
39.6 11.5 11.5 0 0 

2,720. 2 3,067.7 | 2, 546. 3 521.4 | 521.4 


Mr. Wiee._esworrn. Thank you very much, Admiral. 
9 


AFTERNOON SESSION 
Fripay, Marcu 5, 1954. 
AIRCRAFT AND FACILITIES 
WITNESSES 


OFFICE OF DEPUTY CHIEF OF NAVAL OPERATIONS (AIR) 
VICE ADM. RALPH A. OFSTIE, USN, DEPUTY CHIEF 
REAR ADM. JOHN H. SIDES, USN, DIRECTOR, GUIDED MISSILES 


DIVISION 

CAPT. GEORGE L. KOHR, USN, HEAD, SHORE ESTABLISHMENT PRO- 
GRAMS SECTION 

CAPT. RALPH L. SHIFLEY, USN, HEAD, AIRCRAFT PROGRAMS SEC- 
TION 


BUREAU OF AERONAUTICS 


REAR ADM. APOLLO SOUCEK, USN, CHIEF 
CAPT. HENRY T. DIETRICH, USN, DIRECTOR, PLANS COORDINATION 
DIVISION 
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BUREAU OF AERONAUTICS—Continued 


CAPT. MORRIS A. HIRSCH, USN, DIRECTOR, FISCAL DIVISION 

EDWIN J. LEWIS, DEPUTY DIRECTOR, FISCAL DIVISION 

DELYLE B. MEDLIN, HEAD OF BUDGET BRANCH, FISCAL DIVISION 

CAPT. JOHN W. AVISON, USN, DIRECTOR, SHORE ESTABLISHMENTS 
DIVISION 

CAPT. FREEMAN CUTTER, USN, DIRECTOR, INDUSTRIAL PLANNING 
DIVISION 

CAPT. ALFRED B. METSGER, USN, DIRECTOR, GUIDED MISSILES 
DIVISION 

CAPT. EMERSON E. FAWKES, USN, DIRECTOR, SHIPS INSTALLATION 
DIVISION 

CAPT. JOHN F. MULLEN, USN, DIRECTOR, MAINTENANCE DIVISION 

CAPT. PAUL H. HARRINGTON, USN, DIRECTOR, PERSONNEL DIVI- 
SION 

CAPT. JOSEPH N. MURPHY, USN, EXECUTIVE DIRECTOR, OFFICE 
OF ASSISTANT CHIEF OF BUREAU OF RESEARCH AND DEVELOP- 
MENT 

LT. COMDR. CLAYTON D. JONES, USN, HEAD, STATION OPERATIONS 
BRANCH, SHORE ESTABLISHMENTS DIVISION 

B. V. FRANK, HEAD, EQUIPMENT BRANCH, SHORE ESTABLISH- 
MENTS DIVISION 


OFFICE OF COMPTROLLER 


REAR ADM. EDWARD W. CLEXTON, USN, ASSISTANT COMPTROLLER, 
DIRECTOR OF BUDGET AND REPORTS 

CAPT. ROBERT R. CRAIGHILL, USN, CHIEF STAFF OFFICER, OFFICE 
OF BUDGET AND REPORTS 

CMDR. ROBIN M. LINDSEY, USN, STAFF OFFICER, OFFICE OF 
BUDGET AND REPORTS 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 
Appropriation or estimate : -| $963, 000, 000 | $943, 000,000 | $971, 100, 000 
Transferred to Army,” pursuant ‘to Pub- 
Adjusted appropriation or estimate -._................. 943, 000, 000 943, 000, 000 971, 100, 000 
Keim bursements from non-Federal 206, 458 
Reimbursements from other accounts. --- ~~ - 26, 55% 2, 882 27, 000, 000 27, 000, 000 
Total available for obligation _ _. 969, 759, 340 970, 000, 000. “998, 100, 000 
Unobligated balance, estimated savings (av: ailable for adminis- 
trative re: appropriation in subsequent 
935, 471, 466 970, 000, 000 998, 100, 000 
Comparative transfer from— 
“Loe al currency of De- 
“Me cies al care, N avy” 54, 000 I 
“Ordnance and fac ilitie Ss, Navy” 26, 000 31, 
“Research, Navy’ 733, 000 7 738, denna 
Comps srative transfer to— 
“Servicewi.e operations, Navy’... —110, 904 
“Navy personnel, general expenses” —62, 899 
“Civil engineering, Navy’’...-- wal —172, 800 =172, 000 
“Pillitery personmel, Navy’’.... —1, 457, 000 
935, 980,863 | 969, 005, 000 998, 100, 000 


Nortr.— Reimbursements from non-Federal sources above are from the proceeds of sale of personal 


property (41 U.S. C. 231 


(c)). 
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Obligations by activities 


Description | 1953 actual 
Direct Obligations 
Apprengiated funds: 
1. Flight operations, Regular ....| $158, 120,003 
Flight operations, Naval Reserve ll, 240, 809 
. Aircraft overhaul, Regular Navy 176, € 


Aircraft overhaul, Naval Reserve... 
Station operations, Regular Navy_.-- 
Station operations, Naval Reserve----..-.......---.-- = 
Alteration and replacement of facilities__............_- 
Research and 
10. Guided missile 
11. Supporting equipment, materiel, and serv ices Dicowindatears 
12. Departmental administration 


Total obligations from appropriated funds_-.-_-._.___- 
Reimbursements from non-Federal sources: 
11. Supporting equipment, materiel, and services____.___- 


Total direct 


Obligations Payable Out of Reimbursements From Other 
Accounts 


5, 67 3 
173, 901, 885 
4, 661, 180 
15, 059, 641 
98, 691, 563 
6. 629, 709 


909, 221, 523 | 


206, 458 | 


"909, 427, 981 


| 1954 estimate 


2,016, 000 | 
8, 218,000 
110, 671,000 | 
6, 584, 000 


“942, 005, 000 


942, 005, 000 


1. Flight operations, 


Regular Navy 


9, 756, 095 


10, 146, 000 | 
618, 000 

8, 770, 000 

1, 670, 000 


Total obligations payabie out of reimbursements from 


2. Flight operations, Naval 695, 679 
3. Aircraft overhaul, Regular 9, 732, 868 
4. Aircraft overhaul, Naval Reserve--.--.__- 1, 968, 103 | 
5. Station operations, Regular Navy____--__- a 1, 500, 000 | 
6. Station operations, Naval Reserve 300, 000 | 
7. Alteration -— replacement of facilities _- 100, 000 | 
8. Research and development_. } 400, 000 | 
11. Supporting equipment, materie 1, and services..__- ottabeidl 2, 098, 137 | 
12, Departmental 2, 000 


1, 700, 000 
400, 000 
300, 000 | 
400, 000 | 

3, 000, 000 

2, 000 


26, 552, 882 


935, 980, 863 


27, 000 


“969, 005, 000° 


1955 estimate 


#203, 347, 000 
, 201, 000 
171 908 000 
39, 883, 000 
182, 000, 000 
10. 853, 000 
57, 066, 000 
147, 149, 000 
5, 618, 000 
10, 000. 000 
116, 191, 000 

6, 797, 000 


971, 100, 000 


971, 100, 000 


345, 000 
064, 000 
870, 000 
119, 000 
500, 000 
400, 000 
300, 000 
400, 000 
3, 000, 0CO 
2, 000 


27, 000, 000 


998, 100, 000 


54-— 


43811 ~ 


IN 
TS 
| 
$205, 253, 000 | 
| 13, 104, 000 | 
| 171,819,000 
134 32, 727, 000 
ES | | 178,014, 000 
| 10, 855 000 
45, 016, 000 
IN 157, 728, 000 
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Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
BUREAU OF AERONAUTICS 
Summary of Personal Services 
Total number of permanent tions. _... 84, 988 
Full-time equivalent of all other positions_ 207 7, 
Average number of all employees... ...........-.--..----.--..- 80, 351 75, 981 74, 559 
Average salaries and grades: 
— grades: 
994 061 
Average grade... GS-5.4 ae 
Crafts, Larges and custodial grades: 3 
AV $3, 764 $3, 740 3 
CPC-6.5 CPC-6.5 ore 
Uaenetel | positions: Average salary $3, 699 $3, 935 $3, 934 
service 
Regular pay in excess of 52-week base _- 331 1, 203, 891 1, 180, 809 
Payment above basic rates.........--.-------------------- 801 4, 302, 328 3) 201, 700 
Total personal service obligations.....-..-..-.--.----..- 978,210 | 314, 460,000 | 308, 348, 000 
Direct Obligations 
ol 288, 209 309, 545, 
03 Transportation of things. 5, 495, 352 6, 011, 000 5, 987,000 
04 Communication 1, 448, 710 604’ 000 2’ 887° 000 
05 Rents and utility services...........----------------.. 9, 725, 000 9, 850, 000 9. 985, 000 
Printing and reproduction--.......------------------- 2, 491, 850 2) 280 000 2) 273, 000 
07 Other contractual services. ............--....---...... 48, 056, 939 56, 299) 400 74, 933, 000 
Services performed by other agencies_.._...._..._. 10, 336, 416 9, 000, 000 8000. 
Labor contracts with foreign governments !______. 1, 291, 000 1, 807, 000 1 88. 
08 on and materials 5 273, 048, 000 297, 140, 000 
15 ‘Taxes and assessments "951, 000 ” 942° 000 
Total obligations from appropriated funds. --________ 90 | 
Reimbursements from non-Federal sources: 6, 106, 140 | 941, S11, 400 970, 982, 000 
Total direct obligations...-.--.--------------------- 905, 372, 598 | 941,811,400 | 970, 932, 000 
Obligations Payable Out of Reimbursements From | 
Other Accounts 
07 Other contractual’ services......-........--..------------- 2, 245, 000 2, 515, 000 2" 400, 000 
08 Supplies and materials...----.---------------------------- 12, 197, 987 10, 937, 000 | 13, 492, 000 
09 8, 419, 894 8, 633,000 | 823, 000 
Total obligations payable out of reimbursements from | 
Other 26, 552, 882 | | 27, 000, 000 | 27, 000, 000 
Total 925, 480 | _ 968, 1,400 | 997, 982, 000 
ALLOCATION TO DEPARTMENT OF THE INTERIOR 
Total number of permanent positions_--_.......--.---......-.- 41 ll 25 
Full-time equivalent of all other positions . 5 1! 2 
Average number of all employees. -...........---...-.-.---.-.- 42 12 | 26 
Average salaries and grades: | 
General schedule 
$4, 648 $4, 929 $4, 947 
Crafts, protective, and custodial grades: “3 Ge-7.2 
Average salary. $3, 07 $3, 124 $3, 137 
Average grade. CPC+.2 CPC-4.2 
Ungraded positions: Average salary $3, 943 $3, 999 $4, 085 
01 Personal services: 
Permanent positions.....__... $174, 743 $50, 880 $113, 730 
13, 929 2, 780 6. 400 
Regular pay in excess of 52-week base... ___- 683 200 "470 
Payment above basic rates...._......- 3,189 1,770 4, 500 
Total personal services............----------------.- 192, 544 55, 630 125, 100 
02 ‘Travel._ 24, 987 2, 110 , 340 
03 Transportation of things........---------------- 7, 563 870 890 
04 Communication services... 2, 772 220 
05 Rents and utility,services_.............-..--- 6, 494 1, 535 3,110 


See footnote on p. 449, 
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Obligations by objects—Continued 


Object classification | 1953 actual 1954 estimate | 1955 estimate 
06 Printing and reproduction.__......................._._- .| $1, 405 $25 | $50 
07 Other contractual services___..._......___- | 10, 343 2,190 | 4, 600 
Services performed by other agencies__ 3, 772 
08 Supplies and saat tenateee 60, 684 20, 580 | 22, 100 
09 Equipment | 42, 483 4,460 | 6, 460 
15 Taxes and | 1,013 | 380 | 820 
Total 354 060 88, 000 | 168, 000 
} 

ALLOCATION TO DEPARTMENT OF COMMERCE ' 

07 Other contractual services-..-.........-.......-...-....- 3, 550, 050 | 100, 000 

— 

ALLOCATION TO LIBRARY OF CONGRESS | | 

| 

Average number of all employees. 2 
01 Personal services: Positions other than | $5, 600 
Average number of persons. , 845 2, 489 561 

ALLOCATION TO DEPARTMENT OF THE ARMY | 
07 Other contractual services... $151, 273 
| | 
Summary of Personal Services | | 

Total number of permanent positions- 85, 029 | $79, 231 $77, 541 
Full-time equivalent of all other positions. ._......__.__. 212 | 7 6 A 
Average number of all employees. - -_- a } _80, 393 | 75, 995 74, 585 7 
Average salaries and grades: 

General schedule 

Average grade - GS-5.4 GS-5.4 GS8-5.4 

Crafts, protective, and custodial | grades | : 

Aver: rage salary $3, 764 | $3, 740 $3, 720 
Average grade. CPC-4.5 | CPC-4.5 CPC-4.5 
Ungraded positions: Average salary.___- $3, 699 | $3, 935 $3, 934 
Personal service obligations: 
4 Permanent positions................-.....-- --| $310, 013, 432 | $308, 960,773 | $304, 035, 333 
Other positions - - 257, 318 52, 268 50, 
Regular pay in excess of 52-week base. 1, 214, O14 | , 204, 091 1, 181, 279 

Payment above basic rates....................-- | 5, 685, 990 | 4, 304, 098 3, 206, 200 . 

Total personal service 317, 170, 7 54 521, 230 308, 473, 100 Ag 
Direct Obligaticns | 

Appropriated funds: | 
Gi: 313, 480,753 | 309,606,230 | 307, 188, 100 


02 Travel_- 


08 Supplies and materials_. 

10 Lands and 
15 Taxes and 


Total obligations from appropriated funds 
Reimbursements from non-Federa] sources: 


225, 866, 152 | 
277, 745, 552 | 
2, 201, 000 
963, O79 


909, 221, 523 | 


273, 068, 580 | 
261, 706, 460 | 
2, 760, 0U0 | 

951, 380 | 


942, 005, 000 | 


6, 296, 048 | 5, 956, 110 | 5, 507, 340 
03 Transportation of things 5, 502, 915 6, 011, 870 5, 987, 890 
04 Communication services._............__. diventaas 1, 451, 482 | 2, 604, 220 | 2, 887, 530 
05 Rents and utility services........._____- . 9, 731, 494 9, 851, 535 9, 988, 110 
06 Printing and reproduction._.____.._____- ite tual 2, 493, 255 | 2, 280, 025 | 2, 273, 050 
07 Other contractual services... .................-.__.- | 51, 768, 605 | 56, 401, 590 | 74, 937, 600 

Services performed by other agencies... 10, 340, 188 9, 060, 000 | 8, 000, 000 

Labor contracts with foreign governments !_ 1, 291, 000 | 1, 807, 000 1, 888, 000 


. 162, 100 
251, 637, 460 

2, 700, OVO 
942, 820 


971, 100, 000 


Total direct obligations................-....... ---| 909, 427, 981 | ‘2, 005, 000 | 971, 100, 000 
Obligations Payable Out of Reimbursements From Other Accounts} 
3, 690, 001 4, 915, 000 1, 285, 000 
07 Other contractual services S 2, 245, 000 2, 515, 000 2, 400, 000 
08 Supplies and materials | 12, 197, 987 10, 937, 000 13, 492, 000 
, 09 Equipment--_-_......_- 8, 419, 894 8, 633, 000 | 9, 823, 000 
Total obligations payable out of reimbursements from } ae 
| 26, 552, 882 A 27, 000, 000 | 27, 000, 000 
985, 980, 86% 263 | 960, “008, ( 000 | ‘998, 100, 000 


1 Average number of persons—1953, 1,845; 1954, 2,489; 1955, 2,561. 


Analysis of expenditures 
1953 actual | 1954estimate | 1955 estimate 
Unliquidated obligations, start of year ......................-- $595, 749, 202 | $494, 017, 723 75, 103, 684 
Obligations incurred during the year__...............-- hina 935, 471, 466 | 970,000, 000 998, 100, 000 
1, 531, 220, 668 |1, 464,017,723 | 1, 473, 203, 684 
Deduct: 

Adjustment in obligations of prior years... 
26, 759, 340 27, 000, 000 27, 000, 000 
Obligated balance carried to certified claims account. __.-- 65, 597, 073 61, 914, 039 6, 103, 684 
Unliquidated obligations, end of year._............-..---- 494,017,723 | 475, 103, 684 490, 100, 000 
944, 436,919 | 900, 000, 000 950, 000, 000 

Expenditures are distributed as follows: 
365, 828,477 | 298, 000, 000 330, 000, 000 


Mr. Wiceteswortn. We will turn to the appropriation item en- 
titled “Aircraft and Facilities.” For this item there is an overall re- 
quest of $971,100,000, which compares with an appropriation for the 
current fiscal year of $943,000,000, and apparently with estimated ob- 
ligations for the current fiscal year of $942,005,000. 


OBLIGATIONS AND EXPENDITURES 


What are the obligations and expenditure figures for this item, over- 
all, as of December 31? 

Mr. Lewis. The figures I have here, Mr. Chairman, are as of Janu- 
ary 51, 1954. 

Mr. Wiaeiesworrn. Give us the January 31 figures, if you do not 
have the others. 

Mr. Lewis. As of January 31, we had obligated a total of $472,199,- 
994, and had committed in adition, $214,062,287, for a grand total of 
$686,262,281. 

Mr. Wiceiesworru. Define what you mean by commitment in this 
instance ? 

Mr. Lewis. As in the other instances, it represents procurement 
actions in the hands of contracting agencies. 

Mr. WiceLeswortH. What contracting agencies? 

Mr. Lewis. Part is in the Bureau of Aeronautics, part in the Air 
Force, part in the Aviation Supply Office in Philadelphia, and part 
in various Navy purchasing offices located throughout the United 
States. 

Mr. WiccteswortH. This orders you have placed with 
various contracting agencies that do not, as yet, represent binding 
obligations ? 

Mr. Lewts. That is correct, sir. 


SUMMARY OF TRANSFERS REFLECTED IN 1955 ESTIMATES 


Mr. Wicetesworrn. I notice in the committee print a footnote that 
indicates that the appropriation request for the fiscal year 1955, of 
$971,100,000, includes, $689,000 for activities previously carried under 
the following appropriations: “Medical care, Navy,” $54,000; “Ord- 
nance and facilities, Navy, $31,000; “Research, Navy,” $604,000, and 
that also, excludes $1,821,000 for activities transferred in the estimates 
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to the following appropriations: “Servicewide operations, Navy,” 
$102,000 ; “Civil engineering, Navy,” $172,000; “Navy personnel, gen- 
eral expenses,” $63,000; “Military personnel, Navy,” $1,470,000; “Re- 
search and development, Army,” $13,000. 

I wish when your remarks are revised that someone would insert 
in the record at this point an explanation why each one of those trans- 
fers was made. 

Admiral Soucek. We will have that done, Mr. Chairman. 

(The information requested follows :) 


Summary of transfers reflected in the 1955 estimates, aircraft and facilities, Navy 


| Purpose | Amount 
Net transfers from other appropriations: 
From ‘‘Medical care, Navy’’__......---- Consolidation of firefighting facilities at Mem- $54, 000 
phis. 
From “Ordnance and facilities, Navy’’__| Transfer of financial responsibility for ordnance 31, 000 
facilities at Kodiak and Argentia. 
From ‘‘Research, Navy’’................ | Indirect costs of projects at Naval Research 604, 000 
Laboratory. | 
Net transfers to other appropriations: 
From ‘‘Servicewide operations, Navy’’..| Telephone costs for fleet commands + _.| —64,000 
To “‘Servicewide operations, Navy’’_....| Consolidation of firefighting facilities at Norfolk 147, 000 
To “Servicewide operations, Navy’’.....| Scientific and technical boards of civil service 20, 000 
examiners 
Net transfer to ‘“‘Servicewide opera- 103, 000 
tions, Navy.”’ | 
To “Civil engineering, Navy’’_.....-...- | Maintenance and operation of housing units 172, 000 
| ocated outside air station boundaries. 
To ‘‘Navy personnel, general expenses’’__| Consolidation of firefighting facilities at Ana- 63, 000 
costia. 
To ‘‘Military personnel, Navy’’..-...-- Contractual costs of packing and crating mili- | 1, 470, 000 
tary houschold effects, including temporary 
| storage. 
To “Research and development, Army”’_| Research and Development Metals and Min- 13, 000 


| 

.| 
| erals Advisory Board 


APPROPRIATION INTRODUCTION 


Mr. Wiccieswortu. Without objection, we will insert at this point 
in the record, pages 2 to 5, inclusive of the justification entitled “Ap- 
propriation Introduction.” 

(The statements referred to follow :) 


AIRCRAFT AND Navy 


Appropriation introduction 


Fiscal year Fiscal year Fiseal year 
195 55 


1953 955 
Appropriation or estimate $963, 000, 000 | $943, 000, COO $971, 100, 000 
| —53, 778, 477 ~995, 000 0 
909, 221, 523 | 942, 005, 000 971, 100, 000 


The appropriation, “Aircraft and facilities, Navy”, finances the cost of naval 
aviation except for production quantities of aircraft and missiles, which are 
funded elsewhere in the Navy’s aviation budget. These charges encompass a 
multiplicity of essential costs including those for aviation research and develop- 
ment, for the operation and overhaul of aircraft and missiles, for the training 
of pilots and technicians, for the maintenance and operation of bases from which 
aircraft operate and are overhauled, and for the procurement of related tech- 
nical equipment. 


| 
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Fiscal year 1955 estimates for this appropriation are based upon force plans 
which determine individual requirements for specific program areas. Principal 
derivatives of these plans are the projected aircraft operating strength and fly- 
ing hour levels. Although average aircraft operating strength and total flying 
hours are to continue at approximately the 1954 level, overall combat effective- 
ness will be improved by virtue of the larger number of high-performance air- 
craft that will be operating in fleet complements. 

Based on these factors, “Navy and Marine Corps flight operations,” including 
those of their Reserve components, are budgeted for 1955 at $223,548,000 as com- 
pared with $218,357,000 in 1954. The flying hour program covered by this 
budget estimate has been priced by model at the current actual cost per flight 
hour for each model and the total requested reflects the increased numbers of 
high-performance aircraft which will comprise the fleet complements in 1955. A 
12 percent acceleration in the Air Reserve training program plus the operation 
of greater numbers of high-cost aircraft account for the increase in the total 
estimate. The planned operating program, with its larger percentage of hours 
for high-performance aircraft, is adequate to enable naval aviation to fulfill its 
assigned military mission and to maintain training at a level which will insure 
that early mobilization requirements can be met with an effective combat force. 

The combined aircraft overhaul programs planned for 1955 are generally com- 
parable to those of 1954 with respect both to workload and method of computa- 
tion of costs. Overhaul estimates are based upon the number of aircraft and 
engine overhauls required to support the operating program. The costs used 
in pricing workload reflect not only the 10 percent saving anticipated in 1954 
but also an additional reduction based upon a continuation of vigorous effort to 
improve efficiency of operation in overhaul facilities. The overall increase for 
these activities during 1955 as compared with 1954 results generally from a larger 
proportion of high-performance and more complex aircraft programed for over- 
haul during the budget year. Combined overhaul costs are budgeted at 
$211,878,000, an increase over 1954 of $7,332,000. 

The Aviation Shore Establishment programed for 1955 consists of 70 Regular 
Navy and Marine Corps air stations, 21 Naval Air Reserve stations, and a num- 
ber of outlying and auxiliary landing fields. The supporting shore establish- 
ment planned for 1955 reflects the addition of 2 stations and the opening of 
4 auxiliary landing fields. The Chief of Naval Operations has programed the 
activation of one station on the east coast in continental United States to accom- 
modate Marine Air operations, and another in the Far East to meet a strategic 
requirement. The 4 auxiliary landing fields are required as outlying field sup- 
port for parent Marine Air stations. Three of these fields are located in con- 
tinental United States and the other is overseas. An estimate of $192,853,000 
provides for opening new stations and fields and continuing most of the old ones 
at their 1954 levels. Significant increases over 1954, associated with growing 
emphasis upon aviation training programs, full-year financing of stations phas- 
ing into operation during 1954, and the operation of additional airfield facilities 
in the master jet field complexes, are being absorbed within the total budgeted 
for 1955. 

An estimate of $57,066,000 for 1955, as compared with $45,016,000 for 1954, 
for the alteration and replacement of facilities provides for the activation of 
new stations and fields and for 1955 increments for a number of modernization 
and improvement programs in ground electronics installations and aircraft over- 
haul shops, including projects dealing with ultra-high-frequency communications, 
air navigation aids, radar air traffic control systems, and the improvement of 
aircraft overhaul shop facilities. 

Funds are requested for “Aviation research and development” in the amount 
of $147,149,000, approximately $10 million below the 1954 level. This reduction 
reflects the concerted effort being made to keep expenditures in this area to the 
absolute minimum consistent with national safety. Rigorous screening has re- 
sulted in the elimination or postponement of many desirable development 
projects and the continuation of only those for which the need is most acute. 
Continuing tasks are programed at the most economical rate practicable and the 
few new ones included in the program are planned to begin on a very modest 
scale with due consideration of their effect upon the level of the total program in 
future years. 

Estimates for the achievement of industrial preparedness in the event of 
mobilization total $5,618,000 as compared with $2,016,000 for 1954. This in- 
crease is made necessary by the costs of maintaining the Government’s sub- 
stantial investment in reserve industrial manufacturing plants and machine 
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tools which will become excess to planned limited production requirements dur- 
ing the budget year. The remainder of the estimate is budgeted at the current 
level and provides primarily for the prosecution of developmental projects 
aimed at improving manufacturing methods in terms of cost, speed of production, 
requirements for critical material, and product reliability. 

An estimate of $10 million for guided-missile outfitting covers the procurement 
of missile-test and missile-handling equipment to support fleet units. An in- 
crease of $1,782,000 over 1954 requirements is consonant with a planned expansion 
in the number of training and operational units which will be provided with 
capability to handle current service missiles. In addition, a small initial out- 
fitting quantity of equipments is programed to permit use of an alternative-type 
air-to-air missile to secure its fleet tactical evaluation. 

A total of $116,191,000 is budgeted for the “Supporting equipment, materiel, 
and services” area of the estimate. This budget area is comprised of a number 
of general programs which collectively support naval aviation operations. 
Among these programs are carrier installations associated with landing and take- 
off of aircraft, operational flight trainers for pilot training, ground equipment 
for the servicing of aircraft, inspection costs, photographic equipment for out- 
fitting aircraft, and antisubmarine warfare electronic equipment. A number of 
high priority nonroutine requirements necessitate an increase in the total area 
amounting to $5,520,000. Among the more important of these items are procure- 
ment of essential tactical-type equipment, aircraft cameras budgeted for in ac- 
cordance with planned aircraft deliveries, and consumable electronic devices 
used in detecting submarines. 

In total, the requirements covered by the Navy’s “Aircraft and facilities” budget 
for fiscal year 1955 amount to $971,100,000. Individual estimates under this 
appropriation reflect the substantial economies which have been programed in 
naval aviation operations, but the grand total is approximately $29 million higher 
than that for 1954 owing to reasons previously discussed. Programs overall are 
in balance each with the others, and further, with other programs within the 
Department of Defense. 


Mr. Wiccrteswortn. I notice that the justification states that— 


the appropriation, “Aircraft and facilities, Navy,” finances the cost of naval 
aviation, except for production quantities of aircraft and missiles— 


and also that it encompasses— 


a multiplicity of essential costs, including those for aviation research and de- 
velopment, for the operation and overhaul of aircraft and missles, for the 
training of pilots and technicians, for the maintenance and operation of bases, 
and for the procurement of related technical equipment. 

The request is broken down into 12 budget activities, as appears from 
page 7 of the justifications. Are there any general questions on this 
appropriation before we take up the various budget activities, Mr. 
Ostertag ? 


OBLIGATIONS AND BALANCES 


Mr. Osrertac. There will be, according to the budget, new money 
totaling $971 million under the head of “Aircraft and facilities, Navy.” 
The figures that Mr. Lewis gave us, I believe, indicated the obligations 
and commitments to be $686 million as of January 31? 

Mr. Lewis. That is correct, Mr. Ostertag. 

Mr. Ostertac. What was the unexpended balance at that point; 
that is, uncommitted funds available as of January 31? 

Mr. Lewis. That would be the difference between the $943 million 
and the $686 million. 

Mr. Osrertac. That would leave an unexpended balance as of 
January 31 of this year of $257 million, approximately ? 

Mr. Lewis. That is correct, or about 27 percent. 

Admiral Ciexton. Mr. Ostertag, should we not say unobligated; 
they are not unexpended. 
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Mr. Osterrac. Unobligated. 

Mr. Lewis. Yes; and also uncommitted. 

Admiral Crexron. The unexpended balance would be an entirely 
different figure. Unobligated, I think, is what you mean. 

Mr. Osrerrac. In order that we may clearly understand, the balance 
of $257 million, as of January 31, 1954, represents an unobligated- 
unexpended balance. In other words, not committed in any way, but 
money available. 

Mr. Lewis. It represents moneys in the ay ae ence that are pro- 
gramed for use, but with respect to which implementing action had 
not been taken at that time. 

Mr. Osrertac. What do you estimate will be the figure of unex- 
ended-unobligated funds as of the end of this fiscal year, current 
seal year? 

Admiral Sovucex. There will be no unobligated balance, Mr. Oster- 

tag. 

Mr. Osrerrac. It is your intention to obligate the entire $257 mil- 
lion ¢ 

Admiral Soucer. Yes, sir. 

Mr. Osrerrac. Between January 31 and July 1? 

Admiral Soucek. Yes, sir. 

Mr. Osrerrac. There is a general increase, Admiral, of approxi- 
mately $29 million ? 

Admiral Soucek. That is correct. 

Mr. Osrerrac. In “Aircraft and facilities, Navy,” as compared 
with the money appropriated in the fiscal year, 1954? 

Have you a record which would indicate a comparison of the ex- 
penditures as between 1954 and 1955? 

Captain Hirscu. The expenditures—— 

Mr. Osrerrac. I mean, expended, money actually obligated, com- 
mitted, and used. As I recall it, you have a balance of committed 
money, and you also have a balance of obligated money, and you also 
have a fund not even committed or obligated as of now? However, the 
point remains that there may be money by the end of fiscal year 1955 
that will not be committed or obligated ? 

Captain Hirscw. The 1955 program is money which we do not have 
inhand. Our program for 1955 will require us to obligate the entire 
amount during the fiscal year on very much the same pattern under 
which the funds are being obligated during the fiscal year 1954. 

Mr. Osterrac. In other words, the figures of the budget, namely, 
the ee million for fiscal 1954 represents more or less a firm obliga- 
tion 

Captain Hirscn. Yes; this is a current operating program and the 
obligation is required to keep the program going forward. 

Mr. Osrertac. And, therefore, it is reasonable to assume that the 
obligation and the requirements will be $971 million in 1955, which 
will represent an increase of $29 million ? 

Admiral Soucex. Yes, sir. 

Mr. Osrerrac. What is the general reason for the increase, Admiral ? 

Admiral Soucex. Operating costs, primarily. 

Mr. Osterrac. The increase falls into the category of operating 
costs? Have you increased your capacity ? 
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Admiral Soucrex. Not in terms of aircraft operating strength. 
However, there are many factors in our program that are generating 
higher operating costs, despite the improvements in efficiency we have 
succeeded in making. 

Mr. Osrerrac. What causes the operating costs to be higher? 

Admiral SouceK. Mostly more costly airplanes, the operation of 
which will probably cost us more. Civil service employment will 
probably cost more per hour; then the upkeep of buildings, and the 
general upkeep of equipment should be more costly. We will have 
more stations to keep up. We are going to try to live within the 
limit set, but we do have more to take care of this fiscal year than we 
have in fiscal year 1954. 

Mr. Ostertac. Is there any additional light you can shed, on the 
difference as between the 2 years? 

Admiral Soucek. Captain Hirsch, will you supplement our state- 
ment? 

Captain Hirscu. Our aircraft operating strength is the same for 
both years and our flying hour program for 1955 will be about the 
same as it was in 1954. Actually, we have budgeted our flight oper- 
ations program at a saving over last year. 

Mr. Osrertac. Where is it? 

Captain Hiscu. In “Flight operations, Regular Navy ;” the Naval 
Reserve program will cost us more because we are introducing into 
the Naval Reserve an increased number of high-performance aircraft, 
both reciprocating and jet, and the number of flying hours in that pro- 
gram is being increased to strengthen our Reserve organization. 

Mr. Osrertac. That is all, Mr. Chairman. 

Mr. Suepparp. I have no questions, Mr. Chairman. 


Fuicut Orrerations, Reautar Navy 


Mr. Wiccieswortnu. Budget activity No. 1, “Flight operations, 
Regular Navy,” calls for an appropriation of $203,347,000, a decrease 
of $1,906,000 as compared with the current fiscal year. 

The justification states that : 

Specifically, this activity finances the direct costs of the material components 


of flight operations such as aviation fuel, lubricants, technical and nontechnical 
supplies, and aeronautical equipage. 


It further states that— 


the 1955 budget estimate for flight operations, Regular Navy, is predicated on 
continuing the current aircraft operating strength, but at a somewhat lower 
utilization, due to the truce in Korea. 


Further, that— 


data on both the overall level of flight operations and details of the aircraft oper- 
ating plans are classified for security reasons and, accordingly, are presented in 
the confidential supplement provided for the appropriation committee. 

The confidential supplement gives a breakdown of the average 
number of aircraft operating in each category, the average hours of 
planes per month, the total flight hours and the average cost per hour 
and total cost. As shown, the average number of aircraft operating 
total so many. I take it that if we add a certain number of planes 
under the Reserve, that gives us the total that we talked about 
yesterday ? 
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Admiral Soucex. Yes, that is correct, Mr. Chairman. 
Mr. Wiccieswortu. And if we add 42 drones, that gives us the 
overall total that is covered in this confidential breakdown. 


AVERA3E HOURS PER PLANE PER MONTH 


ro is the average number of hours per plane per month deter- 
mined 

Admiral Soucex. It is determined generally from requirements 
developed by the operating forces and from previous experience. A 
more detailed answer can be given by Captain Shifley of the Office of 
Chief Naval Operations. 

Captain Suirtey. The number of hours to be flown by each class of 
aircraft is determined from the experience we have from the previous 
years and from program changes or other changed conditions that 
would warrant adjustments in the experience of the previous year. 

Mr. WicctEeswortu. Are they prescribed in advance for each 
category ? 

Captain Suiriey. They are not prescribed, Mr. Chairman. The 
operating forces are not limited to a specified number of hours, 
either by model or in total. Each of our forces has its mission to 
carry out and a syllabus for guidance in formulating its program. 
The flying hours appearing in this budget are our estimates of what 
they will fly, by numbers and by aircraft class, in carrying out their 
respective programs. 

Mr. Wiceteswortu. In 1955, is the estimate of the average hours 
per plane per month identical with the experience in 1953 and the 
estimated experience in 1954? 

Captain Surriry. No, it is not identical. There is an overall re- 
duction in the utilization expected for 1955. Our experience in 1953 
and 1954 has been adjusted for changing conditions, Mr. Chairman. 

Mr. Wiccteswortu. I take it that the adjustment indicated in the 
confidential figures is from 43.3 hours per month in 1953 and 1954, 
and 42.1 hours per month in 1955; is that right? 

Captain Suirtey. Yes, sir. 

Mr. Wiccteswortn. That adjustment is estimated in the light of 
the fact that fighting in Korea has ceased ? 

Captain Suirtey. That is taken into account as well as other condi- 
tions that have changed. 

Mr. WiceteswortH. What other elements are taken into account? 

Captain Suirtey. The large number of jets that will be operating 
in our program is a principal factor, Mr. Chairman. Jets do not fly 
as many hours per month as the older reciprocating-type aircraft. 
With the introduction of new models, utilization rates decrease; the 
new models will not fly as much per month or per day as the old 
models do, for there is an operating period during which they are 
getting the bugs out. 


INCREASE IN AVERAGE NUMBER OF AIRCRAFTS OPERATING 


Mr. WiaGiesworrn. I notice that while the total cost for the 
Regular gs By the Marine Corps flight-hour program shows a 
decrease of about $2 million, the average number of aircraft operat- 


ing increases in 1953, in fiscal year 1954; and in fiscal year 1955. 
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Why should there be that increase in average number of aircraft 
operating, if we have the same number of planes and the same force 
level in the operating category in both years? 

Captain Survey. Primarily becuse of the increased rate of train- 
ing. Although we will program practically the same pilot output 
in 1955 as for 1954, we did not start to build up at the beginning of 
the fiscal year. Since it takes over a year to train and turn out a pilot, 
we do not reach the level of the training program until about 18 
months. 

Mr. Wiceteswortu. What I am directing my inquiry to is the in- 
crease in the average number of aircraft operating, when you have the 
same operating force in both years, Captain. 

Captain Suiriey. That was our program in 1954. We were author- 
ized 9,941, which includes the number of aircraft required to turn 
out the programed number of pilots, but actually we will not make 
that until the end of 1955. 

Mr. Wieeteswortu. You mean you won't reach the 9,941 until 1955? 

Captain Suirey. That will be the number operating overall but 
there is to be a readjustment of the program. Reserve strengths are 
being reduced, beginning in 1954, and the operating aircraft figures 
for the reserves will be down to the lower number by the end of fiscal 
year 1954. The overall ceiling remains the same, but there is a shift 
in the number of operating aircraft from the Reserves to the Regular 
Navy program. 


SAVINGS RESULTING FROM INTRODUCTION OF FUEL BLENDING SYSTEM 


Mr. WiccieswortH. You mentioned yesterday, and you refer again 
in your justification, to the cost per flight hour, and the reduction 
resulting from the installation of fuel blends. Looking at this confi- 
dential supplement in the column entitled, “Average Cost per Hour,” 
it looks as if, rather than any decrease, you, in fact, anticipate an 
increase from $47.08 per hour to $47.41 per hour. What is the expla- 
nation for that 

Captain Hirscu. Mr. Chairman, we are introducing an increased 
number of jet aircraft into the operating forces to replace reciprocat- 
ing aircraft which are much less costly to operate, so that the overall 
average cost per hour to operate the aircraft does increase despite 
the savings arising out of our fuel-blending program. 

Mr. WiceLeswortH. Can you say what the saving in the cost per 
hour is, as a result of the introduction of this blending system ¢ 

Captain Hirscu. There is a total saving of $5 million—$1.5 million 
in 1954 and $3.5 million in 1955—and there will be additional savings 


in future years. This new saving applies only to our carrier opera- 
tions, however; we have been using low-cost fuel in our jets ashore 
for some years. 

Mr. WiceteswortH. Except for the installation of that process, you 
estimate the total cost would be somewhere around $207 instead of 
$203 million ? 

Captain Hirscn. In that vicinity, sir. 


| 
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COMPARATIVE AVERAGE COSTS PER FLIGHT HOUR 


Mr. Wiateswortu. I have a breakdown here by different types of 
planes, furnished by the Department, entitled, “Comparative Study 
of Average Cost per Flight om fiscal years 1953, 1954, and 1955. 
I notice under the attack-jet planes, for example, it is apparent the 
budget cost for 1954 is $161.16 and the average estimated cost for 
1955 is $225.94. 

What would be the explanation of that ? 

Captain Hirscn. That is accounted for by differences in perform- 
ance of the specific jet-attack models programed to operate in the 2 
years. 

(Off the record discussion.) 

Mr. Wiceieswortn. For transport planes, there is an average unit 
cost of $60.07 for 1953; an average cost for 1954 of $79.50 and an 
average cost in 1955 of $82.17, a pretty steady increase. Why should 
there be an increase in respect to transport planes ? 

Captain Hirscu. One of the elements there is increased gasoline 
cost. Our price for high octane gas was 16 cents in 1953; 17.09 cents 
in 1954; and 19 cents in 1955. That is one of the elements accounting 
for the increase. Also there is being introduced into the transport 
group of aircraft a number of larger aircraft which require more fuel 
per hour to operate, 

Admiral Soucek. We are using more four-engine aircraft, Mr. 
Chairman. 

Mr. Wicciesworrn. Reciprocating trainer planes show an increase 
from $8.28 in 1953 to $8.35 in 1954, to $8.98 in 1955. 

Captain Hirscu. That is accounted for largely by the introduction 
of some new trainers having a larger gasoline consumption; the 
increased gasoline price previously discussed also affects our training 
costs, as well as the cost of operating other aircraft. 

Mr. Wiactesworrn. The trainers you have—— 

Admiral Soucek. We have been getting some new ones, in small 
numbers, for the Training Command but we also use our older combat- 
type aircraft there. 

Mr. Wiacteswortrn. That is an estimated average hourly cost. Are 
these estimates pretty accurate? 

Admiral Soucex. They are, sir. They are based on an extensive 
cost-reporting system and the information we have is very reliable. 

Mr. Wiee.eswortn. Should that table be off the record ? 

Admiral Soucex. I think it should be off the record, Mr. Chairman. 
The detailed cost data there could be used in conjunction with other 
data already released to reconstruct a rather complete measure of the 
extent and scope of the Navy’s aircraft operations. 

(Off the record discussion.) 


LIMITATION ON PROFICIENCY FLYING 


Mr. Wiceteswortn. I have two or three questions here that I have 
been requested to ask. They do not apply, perhaps, specifically to 
aan, but someone here will no doubt have the answers 
to them. 

The first is: What regulations have been issued by the Secretary of 
the Navy in connection with the limitations set forth in section 628 
of the 1954 Appropriation Act in relation to proficiency flying? 
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Admiral Soucex. Definite instructions have been issued by the 
Chief of Naval Operations in that regard. Although | do not have 
information at hand on the specific limitations which were established, 
I believe Admiral Ofstie has that data. 

Admiral Orstim. I have a copy of the specific directives, Mr. 
Chairman. 

Mr. Wicctesworrn. Could you leave a copy of them for the use of 
the committee ? 

Admiral Orstir. Yes, sir. 

Mr. Wicereswortu. The second question is: What savings, if any, 
in flight-pay reduction, in aircraft use, and aircraft maintenance has 
resulted from these limitations ? 

Captain Hirscn. It is rather difficult to figure the total overall 
saving because there are so many indirect costs that are involved. 
Speaking specifically to the direct costs, there has resulted a saving 
of 65,770 flight-hours at a dollar saving of $985,000. 

Mr. Wicateswortu. Off the record. 

(Discussion off the record.) 

Mr. Wicetesworrn. That is for the fiscal year 1954? 

Captain Hirscn. Yes, sir. In addition, this reduction in operations 
has made unnecessary the overhaul of 166 engines and the saving 
there was $224,000. That makes a total direct saving of $1,209,000 
for flying costs and engine overhauls. 

Mr. Wieeteswortu. And over and above that there would be some 
indirect savings ¢ 

Captain Yes, indeed. 

Mr. WiceteswortH. For which you can or cannot give a figure? 

Captain Hirscu. For which we cannot give a figure. It would be 
difficult to approximate. 

Mr. Wiceteswortu. The third question is: Has anything been done 
to curtail the flight pay of flight officers on assignment outside of 
the United States when it is impractical to participate in regular air 
flights? 

Admiral Soucex. No, sir. 

Mr. Wiccteswortu. Are there any questions on budget activity No. 
1, Mr. Ostertag? 

Mr. Osrerraa. I have no questions, Mr. Chairman. 


Fuicur Orrerations, Reserve 


Mr. Wiee.esworrn. Budget activity No. 2, “Flight operations, 
Naval Reserve,” indicates a request for 1955 for $20,201,000, an in- 
crease of $7,097,000 over the current fiscal year. This is stated to 
be for the purpose of training pilots to man billets in organized Air 
Reserve squadrons, to prepare others for such mobilization assign- 
ments as ferry pilots, and flight instructors, and to train Reserve 
personnel in ground and flying billets associated with aircraft 
operations, 

It a, I assume to the same material components as are included 
in budget activity No. 1? 


Admiral Soucex. Yes, sir, that is correct. 
Mr. WiceieswortH. We have a breakdown in the confidential sup- 
plement in respect to this activity also, giving by type of plane the 
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average number of aircraft operating, the average hours per plane 
per month, the total flight hours, the average cost per hour, and the 
total cost. 

The answers you have given under budget activity 1 as to the com- 
putation of average hours per plane per month and the average cost 
per hour would be the same for this activity ? 

Admiral Soucek. Yes, sir. 


INCREASE IN NUMBER OF PILOTS 


Mr. WiceeieswortH. The justification indicates that the 1955 Naval 
and Marine Corps Air Reserve program reflects an increase of ap- 

roximately 21 percent in the number of pilots in the program, this 
increase being the result of the release, due to the Korean truce, of 
Reserve pilots who will become a part of the Organized Reserve— 
To provide for these adidtional pilots the monthly utilization for certain models 
of aircraft has been increased, resulting in a somewhat larger number of flight 
hours in 1955. 

What is the number of pilots in the 1955 program, and what is the 
figure for the 1954 program ? 

Captain Suiriey. Off the record, sir. 

(Discussion off the record.) 

Mr. Wiceieswortrn. While you state you are increasing the number 
of pilots around about 21 percent, the requested increase dollarwise 
is something over 33 percent. What is the explanation of that? 

Admiral Soucek. There is a considerable rise in the number of air- 
= ft hours, about a 17 percent increase in the number of hours to be 

own. 

Captain Hirscu. The other factor, and a very important one, is that 
the average cost per hour has increased from the 1954 level of $27.13 
to $35.50, by the introduction of higher performance aircraft into the 
Naval Reserve program. 

Mr. Wiecieswortu. You have a smaller number of aircraft operat- 
ing, but you have an increase in the average number of hours per plane, 
and an increase in the average cost per hour, is that right? 

Admiral Soucek. That is correct, sir. 

(The following additional information was subsequently furnished 
for the record.) 


I should like to add that these program changes are the result of the release, 
due to the Korean truce, of Reserve pilots who will become a part of the Or- 
ganized reserve. To provide for these additional pilots the monthly utiliza- 
tion for certain models of aircraft has been increased, resulting in a somewhat 
larger number of flight hours in 1955. 

As in past years, the greatest effort under this program is to train pilots to 
man billets in Organized Air Reserve squadrons. These squadrons are being 
trained as replacements for active squadrons that would be lost during the 
early stages of hostilities and therefore should be equipped with aircraft equal 
in performance capability to those being utilized by the regular forces. Ac- 
cordingly, the 1955 program reflects an increase in the number of hours to be 
flown in combat type aircraft. 

Each category of pilot in the Naval and Marine Corps Reserve follows a spe- 
cific annual training syllabus that is geared to their prospective mobilization 
assignment. The overall flight hour program for 1955 reflects a continuation 
of the efforts being made in 1954 to rebuild the Naval and Marine Corps Air 
Reserves and covers the prescribed training syllabus for the pilot category 
strengths on which this estimate is predicated. Planned training syllabi are 
designed primarly to prepare pilots for combat operations, as evidenced by the 
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scheduling of approximately 68 percent of the total hours budgeted in combat 
elasses of aircra:tt. 

Mr. Wiccieswortn. Mr. Ostertag, do you have any questions on 
budget activity 2? 

Mr. Osrerrac. Mr. Chairman, I have no questions. 


Arrcrarr OvernauL, Reautar Navy 


Mr. Wice.teswortu. Budget activity 3, “Aircraft overhaul, Regular 
Navy,” calls for an appropriation of $171,995,000 in 1955, a slight 
increase of $176,000, as compared with the current fiscal year. 

How many aircraft, and how many engines is it contemplated to 
overhaul ? 

Captain Hirscu. I will answer those first for the Regular Navy, 
and then for the Naval Reserve. For the Regular Navy the total 
overhaul program for 1955 is 3,373 aircraft. Of this number, 238 
are drones. 

Do you want the engines also? 

Mr. Yes, please. 

Captain Hirscu. The number of engine overhauls programed for 
1955 is 11,323, Mr. Chairman. 

Mr. WiaeteswortH. Can you give me comparable figures for 1954? 

Captain Hirscn. Yes, sir; I can. We overhauled 3,626 aircraft in 
1954 and 9,183 engines. 

Mr. Wiccteswortu. I notice that there is a breakdown on page 15 
of the justifications showing the number of overhauls, the average 
unit cost, and the total cost for 1955. For the 3,373 planes which 
you plan to overhaul in 1955, the average cost is $38,740, giving a total 
cost of $130,670.656. 

Can you give me comparable figures for 1954? 

Mr. Lewis. Our overhaul workload is performed in the same fa- 
cilities for both Regular Navy and the Naval Reserve and cannot be 
split except arbitrarily. The average unit cost for both programs is 
$39,184. 

AIRCRAFT AND ENGINE OVERHAUL COSTS 


Mr. Wiceteswortn. I wish you would furnish for the record, when 
you revise your remarks, the average overhaul cost per aircraft, and 
the total cost, and the average unit cost for engines, and the total 
cost. 

(The matter referred to is as follows :) 


Combined Regular Navy and Naval Reserve aircraft and engine overhaul costs, 
fiscal year 1954 


Unit costs Total cost 


FREQUENCY OF OVERHAUL 


Mr. Wiceieswortu. How about the time element involved.in both 
cases? How often do you overhaul aircraft, and how often do you 
overhaul engines? 
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Admiral Soucek. I will ask Captain Mullen, the maintenance officer 
in the Bureau of Aeronautics to answer that. 

Captain Muuen. It is on a calendar basis, Mr. Chairman, but it 
varies with the type and model. It varies from the present minimum 
of 18 months to a maximum of 30 months. 

Mr. Wicerteswortu. Is that longer or shorter than it was in the 
fiscal year 1953 ? 

Captain Muuten. It is longer than it was in 1953, sir. 

Mr. Wiceteswortn. What was the minimum and the maximum 
time in 1953? 

Captain Mutien. If I may take a specific item, the interval for 
fighter aircraft was 18 months in 1953. It is now 21 months. Gen- 
erally the interval is comparable for other models, such as attack and 
patrol planes. ‘The time in service is increasing. 

Mr. How about engines? 

Captain Mutien. Engine time is based on flying hours. The 
service tours of reciprocating engines have remained approximately 
the same in 1953 and 1954, and the same is predicted for 1955. 

Mr. Wiceteswortn. What is the time? 

Captain Motien. About 510 hours average for all of our reciprocat- 
ing engines. 

Mr. Wiccieswortu. How about the jets? 

Captain Mutien. Jet time is increasing for most models, but for 
some of the newer models which are being introduced the time has not 
vet been extended. The average time for all jet engine overhaul is 
300 hours for 1955, which is just about 2 hours more than it was in 
1954. As long as we keep bringing in large numbers of new jets 
each year, it is difficult to increase the overall average, but we are 
improving on an individual model basis. 

Mr. Wicereswortn. Does the cost per overhaul for engines reflect 
any change either upward or downward ? 

Captain Mutien. The unit costs on the reciprocating engines have 
been decreasing slightly. The unit costs for the jet engines are about 
the same. But these, of course, are overall figures and reflect varying 
model differences. 

Mr. Wiceitesworrn. How about aircraft ? 

Captain Mutien. The cost of aircraft overhauls is being reduced 
rather substantially on an individual model basis—10 percent in 
1954 and 6 percent additional in 1955. Overall we expect an increase 
in the future because of the increased size and complexity of new 
aircraft models relative to older aircraft. 

Mr. Wicetrswortn. Are there any questions on budget activity 3, 
Mr. Ostertag? 

Mr. Osrertag. I have no questions, Mr. Chairman. 

Mr. Mr. Sheppard? 

Mr. Suepparp. I have no questions. 


Arrcrarr OverHavL, Navat REsERVE 


Mr. Wiceiesworrn. For budget activity 4, “Aircraft overhaul, 
Naval Reserve,” the request for 1955 is for $39,883,000, or an increase, 
as compared with the current fiscal year, of $7,156,000. 

What does the increase represent ? 
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Admiral Soucek. The factors are about the same as for the Regular 
Navy; greater complexity of the airplanes, more jets, and also an in- 
crease in the number of aircraft being overhauled. 

Mr. Wiacieswortu. Give me the comparable figures. 

Captain Hirscn. For the overhaul of aircraft, 821 in 1955, com- 
pared with 745 in 1954. For engines, 1,718 in 1955 compared with 
1,297 in 1954. 

Mr. WiccLeswortn. At the same average unit costs you have given 
us for the Regular Navy ? 

Captain Hirscuw. The costs vary slightly with the different model 
mixtures in the two programs. 

Mr. Lewis. They are identical model for model. In other words, 
when we overhaul one F9F-2 for the Regular Navy and another for 
the Naval Reserve, the cost of overhaul is identical for that specific 
model. The overhaul is performed in both instances in the same shop, 
by the same personnel, to the same specifications. 

Mr. WiceLeswortuH. Is the time in respect to overhauls the same here 
as with respect to the Regular Navy ? 

Captain Hirscr. It is substantially the same, Mr. Chairman. 

Mr. WiccLeswortH. Are there any questions on budget activity 4? 


RELATIONSHIP BETWEEN MODERNIZATION AND OVERHAUL 


Mr. Osrerrac. I would like to ask one question, Mr. Chairman, 
and that is the relationship, if any, between modernization and over- 
haul. 

Of course, I understand what overhaul means, but when such opera- 
tions are required do these aircraft lend themselves to certain 
modernization ? 

Admiral Soucek. Yes, sir. 

Mr. Osrerrac. Is there any relationship between modernization 
and overhaul ? 

Admiral Soucek. There is very little. When an airplane comes in 
for overhaul, we usually incorporate a number of changes to improve 
its performance and on occasion we may install the new items of equip- 
ment purchased under one of our procurement programs. A plane 
can be brought up to date with the latest type of auxiliary equipment 
in it, but that still does not make it a modern plane in the sense of 
the distinction between first-line and second-line combat aircraft. 
The plane is just brought up to date insofar as its component parts are 
concerned but not with respect to its basic performance. Does that 
answer the question, sir? 

Mr. Osrertac. Yes, I think it does, 

Captain Hirscu. Off the record. 

(Discussion off the record.) 

Mr. Osterrac. In other words, there is a slight degree of moderni- 
zation that goes with this overhaul program ? 

Captain Hirscu. Yes, to the extent that correcting troubles and 
defects that have developed represents modernization, Mr. Ostertag. 
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INCREASE IN RESERVE PROGRAM 


Mr. Osrerrac. Well, in this general picture of aircraft and facili- 
ties it would seem, on the face of it, that there is a decided stepping 
up of operations in connection with your Reserve program. 

Admiral Soucek. Yes, sir, that is correct. 

Mr. Osrerraa. Is that in keeping with the so-called New Look? 

Admiral Soucek. It is to rejuvenate the Naval Reserve to improve 
its combat strength and its military readiness. 

Admiral Orsrie. As a matter of fact, we used up most of our Re- 
serves, both Naval and Marine, during Korea. e took those Re- 
serves into the service and wore them out in conflict. Now we are 
starting to rebuild the Reserve with young blood. The older Reserve 
members were pretty old, if you recall. 

Mr. Osrertag. Off the record. 

(Discussion off the record.) 

Mr. Wiecteswortu. Mr. Sheppard, do you have any questions? 

Mr. Suerrarp. No. Activities 3 and 4 are so nearly parallel that I 
do not see any particular reason for going into those further at this 
time. 


COMMON USE SPARES—INVENTORY AND CONSUMPTION 


Mr. Wiceteswortu. I understand common-use spares are included 
in budget activities 3 and 4, are they not? 

Admiral Soucek. Yes, sir, that is correct. 

Mr. Wicetesworrn. Can you give us anything dollarwise in terms 
of inventory or actual consumption in 1953, 1954, and 1955? 

Captain Hirscn. I believe we will have to supply that for the rec- 
ord. We have the procurement amounts, but we do not have the 
inventory or usage amounts in that area. 

Mr. Wiecieswortu. You mean you have funds in this appropria- 
tion for the fiscal year 1955 for this purpose ? 

Captain Hirscu. Yes, sir, and in 1954 and in 1953 also. 

Mr. WiacteswortH. What are those amounts? 

Captain Hirscu. The amount for procurement under the first four 
budget activities was $102,686,755 in 1953. It is $99,263,000 in 1954 
and we are requesting $95 million for 1955. 

Mr. WiceieswortH. When you revise your remarks will you please 
furnish for the record, figures showing the consumption in those years, 
and also the inventories ¢ 

Captain Hirscn. Yes, sir, we will do that. 

(The matter referred to is as follows:) 

Inasmuch as dollar inventory controls are maintained on a broad commodity- 
class basis, it is not practicable to segregate from the records general dollar 
data applicable only to the common usage-items and other specific procurements 
financed under the ‘Aircraft and facilities, Navy” appropriation. Accordingly, 


the following data covers all aeronautical spares and repair parts irrespective 
of appropriation source: 


[In thousands of dollars] 


Consumption Inventory 


784, 660 2, 048, 737 
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RELATIONSHIP OF FLIGHT HOURS TO OVERHAUL COSTS 


Mr. Wiceteswortu. Generally speaking, I notice that while the 
number of total flight hours is falling off from 1954 to 1955, the over- 
haul costs reflect an increase. Why should that be? Is there not a 
relationship of one to the other? 

Mr. Lewis. Overhaul costs in 1955 reflect the specific model com- 
position of the operating program for that year. The cost in 1955 
for overhauling a specific plane model is lower than the 1954 cost of 
overhauling that same model. In other words, when we overhaul an 
F-9-F-5 we have programed a unit cost which is 6 percent lower than 
we are experiencing this year, but we are overhauling in 1955 more air- 
craft of higher performance, greater weight, and greater complexity. 
It is that difference in model composition which causes the average 
cost, and also the total cost, to increase, even though the unit cost, 
model by model, is lower than in the current year. 

Mr. WiceieswortH. The newer models have reached a point where 
they have to be overhauled in 1955? 

Mr. Lewis. Yes, sir. 


Srarion Operations, Navy 


Mr. Wice.Eswortn. Budget activity No. 5, “Station operations, 
Regular Navy,” calls for $182 million in 1955 as compared with 
$178,014,000 in 1954. 

Is this a maintenance and operation item? 

Admiral Soucek. Yes, sir. 

Mr. WiceLesworru. It is said to apply to 26 fleet-support stations, 
14 training stations, 6 research and development stations, 5 miscel- 
laneous facilities, and 19 extra-continental stations, a total of 70 sta- 
tions, as compared with 68 stations in the current fiscal year, one of 
the new stations being a fleet-support station, and the other being an 
extra-continental station. That is right, is it not? 

Admiral Soucek. Yes, sir, that is correct. 

Mr. Wiceteswortu. I note that the justification states that of every 
dollar expended under this budget activity, approximately 70 cents 
goes for operating costs, and the remaining 30 cents goes for recurring 
day-to-day maintenance of the physical plants that comprise the Shore 
Establishment, having an initial cost of about $2 billion. 

The justification states : 

The total estimate is comprised of individual station submissions which are 
based on projected workload factors and the experienced unit cost of accom- 
plishing programed workload. 

Are those submissions reviewed when they are received at the De- 
partment, or are the determinations made 100 percent by the indi- 
vidual stations ? 

Admiral Soucex. They are prepared, Mr. Chairman, by the base 
commander in the field and are gone over in the Bureau of Aero- 
nautics when they are received. 

Mr. WicGieswortH. So that there is a review in the Bureau of Aero- 
nautics ? 

Admiral Soucek. Yes, sir. Our reviews in the Bureau are very 
thorough, I can assure you. 
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Mr. Wiceiesworrn. Has that review resulted in any changes in re- 
spect to the requests for 1955 ¢ 

Admiral Soucek. Yes, sir. It has lowered the requests consider- 
ably. I would like to have Captain Davison expand on that. Cap- 
tain Davison is in charge of the Bureau’s Shore Establishments Divi- 
s1on. 

Captain Davison. The requests for funds from the field totaled 
about $210 million but the request before you is only $182 million. We 
reviewed the field request very carefully against the costs which we 
have experienced in those areas and adjusted them to what we be- 
lieve to be an austere but adequate amount. The total in our budget 
request was developed on that basis, sir. 

Mr. Wiceirsworrn. What reduction, if any, is reflected in terms of 
personnel at these 70 stations? 

Admiral Soucer. Between 1954 and 1955, sir? 

Mr. Wiceiesworrn. Yes. 

Captain Davison. We are effecting now, in the current fiscal year, a 
reduction of average man-years of approximately 2,100. There will 
be a further reduction in the fiscal year 1955 of a matter of 28 man- 
years below the current level but that takes into account the increase 
of the 2 new stations which are planned for activation. 

Mr. WiceieswortHh. Do you have an itemized list by stations that 
we could look at ? 

Captain Hirscn. It is in the confidential supplement, Mr. Chairman. 

Mr. Wiceiesworrn. It is in the supplement? 

Captain Hirscn. Yes, sir. The amount programed for each sta- 
tion is given in exhibit 9 C of the supplement, which has a comparison 
of 1953 and 1954 and 1955 in dollars. 

Mr. Wiceresworrtnu. Is the station at Beaufort, S. C., the new fleet 
support station ? 

Captain Himscu. Yes, sir. 

Mr. Wiceteswortn. What is the nature of that station? 

Captain Hirscu. That is a master jet station for the Marine Corps, 
to support the Third Marine Wing. 

Mr. Wiacieswortu. Why the increase of $200,000 at Cecil Field, 
Fla. ? 

Admiral Soucek. Will you speak to that, Captain Davison, please ? 

Captain Davison. That station is increasing its mission to maintain 
the load of carrying an air group. 

Mr. Wiceirswortn. What does the $200,000 represent; is it opera- 
tion or maintenance ? 

Captain Davison. It is principally operations, Mr. Chairman. 

Mr. Wieciesworru. Then I notice an increase from $301,000 to 
$720,000 at Chase Field, Tex. What is the explanation of that ? 

Captain Davison. Chase Field, Tex., is a new field in the Train- 
ing Command. Operations are just being brought up to the capacity 
level following the completion of construction at that location. 

Mr. Wicecirswortu. There is also a $700,000 increase, from $1,520,- 
000 to $2,208,000, at Trenton, N. J. 

Captain Davison. Trenton, N. J., is an experimental test station at 
which construction is just being completed for the testing of jet en- 
gines, turbine engines, and operations are just getting underway there. 

Mr. Wiceteswortn. Is this $700,000 for construction ? 
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Captain Davison. No, sir; it is primarily for power. The testing 
of jet engines requires a large amount of power. 

Mr. Wiceiesworrn. I see an item under an extracontinental sta- 
tion at Atsugi, Japan. This reflects an increase from $3.6 million for 
the current fiscal year to $4.2 million for fiscal year 1955. What is 
the story there ¢ 

Captain Davison. There has been an increase in the number of units 
at that field during the current fiscal year and we are now using both 
sides of the field where we used only one previously. This change is 
incident to the deployment of the marines. 

Mr. Wiacieswortu. What does this $600,000 increase represent ? 

Captain Davison. A part of the increase is occasioned by the 
large increase in the number of aviation personnel based there. An- 
other factor is the cost of petroleum products which other programs 
have been providing without charge to this program. ‘There is also 
a small item for penalty mail. 

Mr. WieeLeswortu. What other programs? 

Captain Davison. The Army provided petroleum products in the 
Far East prior to this. 

Mr. WicG.esworru. I take it, Admiral Clexton, that to the extent 
that this increase represents payments for petroleum products, a cor- 
responding reduction has been made in the Army budget ? 

dmiral Ciexton. I presume so; yes, sir. 

Mr. Wieeteswortu. Cubi Point. Philippine Islands; what is that? 
Is that the new extra continental station ? 

Admiral Soucek. That is a fleet operating station on the west coast 
of the Philippines which will supplant the fleet operating base at 
Sangley Point, eventually. 

Mr. WicGieswortH. Sangley Point will be abandoned? 

Admiral Soucer. Eventually, Mr. Chairman. 

Mr. Wiceieswortu. I see you are asking the same for 1955 as for 
the current year. 

Admiral Orstire. It is a very large operation but the need for Sang- 
ley Point has not been determined definitely yet. It depends on what 
the situation is in southeast Asia and on a number of other factors. It 
may be necessary to retain Sangley Point on a somewhat reduced 
basis. We do not know what it will be until we see what develops out 
there later on. 

Mr. WiceLeswortn. Any questions on budget activity No. 5? 

Mr. Suerrarp. Off the record. 

(Discussion off the record.) 


RESEARCH AND DEVELOPMENT STATIONS 


Mr. OstertaG. I wonder why for budget purposes it is wise and 
proper to include in this budget activity your research and develop- 
ment stations¢ Why is this cost chargeable here rather than under 
the heading of “Research and development, aircraft and facilities” ? 

Captain Hirscx. This budget provides for the station at which the 
research and development work is carried out. The direct cost of the 
research and development is financed under the research and develop- 
ment project. That has been the historical pattern of this operation 
for years. 
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Mr. Osrerrac. I recognize that it has been the pattern, but it just 
strikes me that it isa part and parcel of research and development and 
separated from research and development does not lend itself for the 
Congress to see the cost. Off the record. 

(Discussion off the record.) 

Admiral Ciexton. The research and development is looked into by 
a board of people in the Navy who know about research and develop- 
ment, and again looked into by the Secretary of Defense level board. 
This is the light and the heat and the power, and we did not feel that 
giving this kind of money estimates to them would do them any good. 
They are hired because they are research men and development engi- 
neers and scientists and they evaluate our research and development 
program on the basis of research and development, not on the basis 
of the cost at the station where we happen to be doing it. 

Mr. Osrertac. I did not question whether it had been passed upon 
by the Department of Defense. I was merely pointing out that you 
are separating this item from “Research and development” in your 
own budget. I feel they might go together under “Aircraft and 
facilities.” 

Admiral Crexton. We are trying to compare the station costs. 
They are for operating costs of buildings and runways, and light, heat, 
and power costs. 

We like to put them together for comparable costing on those items. 

Mr. Osrervac. Is it true that if you put this item under “Research 
and development,” then it would not properly reflect station costs? 

Admiral CLexron. That is correct. 

Mr. Wiccteswortu. I believe there is an overall table on research 
and development that pulls all the parts of it in the Navy Department 
together in one place. 

Admiral Ciexton. Yes. I put that right after my opening state- 
ment, wherein we show the direct cost of research and development, 
which is the type of thing the boards have the competence to look into, 
and then we put the indirect cost of research and development, which 
is what we are talking about here. 

Mr. Osrerrac. This you regard as the indirect ? 

Admiral Ciexton. This is the indirect, yes, sir. 

Mr. Osrertac. There is a general overall increase in this budget 
activity of station operations of approximately $4 million. A part 
of that, I take it, Admiral, is due to the increase in one extracon- 
tinental station and one extra fleet-support station ? 

Admiral Soucek. Yes, sir. 


EMPLOYMENT OF INDIGENOUS PERSONNEL 


Mr. Osrerrac. In our overseas activities in this category, do we 

employ indigenous personnel ? 
aptain Hiscu. In many of them, yes, sir. 

Mr. Osrertrac. When you employ indigenous personnel in other 
countries do you obtain such personnel through the host country? 

Captain Davison. That is done in two locations at the present 
time. In Japan it is done through the security force operation and 
in Trinidad the Trinidad Government hires the labor which we pay 
in accordance with their local standards. 
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Mr. Ostertac. Do you mean, the security force of the other country, 
or is it our own security force ? 

Captain Davison. We finance the operation of the Japanese air sta- 
tions through this program, sir, but some of that money is paid by 
transfer to another account which reverts to the Treasury. The Jap- 
anese Government provides the labor and services in accordance with 
the arrangement for the occupation force. All of this is a matter of 
public law, Public Law 207, approved August 7, 1953. 

Mr. Osrertac. What I am specifically driving at is the question of 
security, security as it relates to the employment of indigenous per- 
sonnel and its relationship to perhaps the Communist movement or 
any other people who might not be friendly to the United States. You 
feel, then that the system is proper and lends itself to the full pro- 
tection of our facilities? 

Captain Davison. This practice is the same as for the other services 
in the area, sir. The problem of handling local security on the sta- 
tion is one to which the commanding officer must give personal at- 
tention, in accordance with the instructions regarding security that 
have been issued by the Secretary and by the Chief of Naval Opera- 
tions. However we are limited in what we can do by the terms of the 
negotiated agreement between the United States and the foreign gov- 
ernment involved. 

Mr. Osrerrac. The Navy has a responsibility in this matter; it is 
not a question of what the other services do. I am concerned with 
what the Navy does to provide its own protection and what security 
measures are taken in the employment of native or indigenous person- 
nel in these many facilities all over the world. 

Admiral Soucek. We do have good security and are satisfied that 
the measures taken are reasonable in the circumstances. We have 
Marines at our air stations which form perimeter patrols and we 
have our own officers, so all our papers and security information are 
well safeguarded. As to the integrity of the personnel, we have local 
screening units to select personnel from those recommended by the 
local labor boards, or local military boards. 

Mr. Osrerrac. By local you mean native? 

Admiral Soucek. No, sir. In Japan, for example, the Commander 
of Naval Forces in Japan or the Army passes on the recommendations 
as to whether they are reputable citizens. 

Mr. Ostertac. Do I understand, Admiral, that you do your own 
screening ? 

Admiral Soucek. The screening is also done by the local board at 
the stations. The labor board, or the labor relations board, does some 
investigating and screens each individual to ascertain that he is a 
reputable person. Some chance, of course, is taken, but screening is 
done. The people who are employed are largely in laboring forces 
and some are clerical, but as far as I know no technical native person- 
nel are employed. 

Mr. OsrertaG. In other words, in connection with electronics and 
other highly specialized work, indigenous personnel are not employed ? 

Admiral Soucek. No, sir. 
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OFFSHORE PROCUREMENT 


Mr. Osrerrac. I understood you to say earlier that there is no off- 
shore procurement involved in any of this program of aircraft and 
facilities? 

Admiral Soucek. I was speaking strictly of procurement of pro- 
duction equipment. We have procured at various times quantities of 
developmental equipment for evaluation in this country and we are 
planning some additional purchasing of this nature next year. 

Mr. Ostertac. I meant procurement. 

Admiral Soucek. Yes, sir. 

Mr. Osrertac. That is all. 


AUXILIARY LANDING FIELDS 


Mr. Wiecieswortu. I have one further question. I note at the bot- 
tom of page 21 of the justifications that the 1955 station plan is said 
to consist of the stations existing at the end of 1954 plus 2 additional 
air stations and 4 new auxiliary landing fields, which are programed 
for opening during 1955. Where are those landing fields and what 
is the cost of each of them and what is its function? 

Admiral Sovcex. Captain Davison can provide answer to that ques- 
tion, Mr. Chairman. 

Captain Davrson. They are $100,000 each. One is located at 
Vieques, which is in Puerto Rico, a maneuver field. The others are at 
Twentynine Palms, Calif., Goldsboro, N. C., and Orangeburg, S. C., 
all for the Marines. 

Mr. Wiccieswortu. What is the necessity for these new fields in 
terms of what we already have? 

Captain Davison. Those fields, Mr. Chairman, are part of the sup- 
port which is being provided for the newly organized Third Marine 
Air Wing. 

Captain Surrtey. Mr. Chairman, I think I can give you a little 
additional information on that. Twentynine Palms is to support 
the Marine Corps Air Station at El Toro, Calif. Goldsboro is to sup- 
port the Marine Corps Air Station at Cherry Point. Orangeburg is 
to support the Marine Corps Air Station at Beaufort. Each of these 
three Marine Corps air stations requires two auxiliary landing fields 
to take some of the air operations off the main field during the day. 
They are used for gunnery flights and other flights of that nature 
which can be conducted most advantageously away from the home sta- 
tion. In addition a part of each wing is permanently based at each 
Marine Corps auxiliary landing field. 

Mr. Wiccteswortn. What have we now? 

Captain Surrey. Each of these stations has just one auxiliary field 
at the present time. The three new ones programed in continental 
United States will provide the second field for each of these major 
Marine Corps stations. The one at Vieques is for maneuvers. 

Mr. Wiecteswortu. What are we using in Puerto Rico now? 

Captain Davison. The field is in existence and is being used but 
none of the facilities there are in operation. The fleet wants to have 
limited facilities there in operation in order to get greater use out of 
the field. 
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Mr. Wiacteswerrn. Is there no other field that is being utilized 
in Puerto Rico for those purposes now ¢ 

Captain Davison. Not at the present time, sir. 

Mr. Wicetesworrn. Off the record. 

(Discussion off the record. ) 

Mr. WiceteswortH. This is a small island off Puerto Rico? 

Captain Davison. Yes, sir. 

Mr. WicciEeswortu. But there are fields in Puerto Rico itself; are 
there not ? 

Captain Davison. I am not familiar with all the fields in Puerto 
Rico, Mr. Chairman, but I know the Navy had a field at San Juan 
which is obsolete and has been decommissioned for some time. We 
also have a field which is not in operation at Roosevelt Roads with 
whose capability I am not familiar. 

Captain Himscu. Auxiliary landing fields are usually budgeted un- 
der the parent field which they support or which supports them. 

Mr. WiaGieswortu. The question is likely to arise on the floor of 
the House why we need these additional auxiliary fields and I wanted 
to get into the record something which will answer questions that may 
come up. If you can amplify the answers given to that end, I wish 
you would do so when your remarks are revised. 

(The following additional information was subsequently furnished 
for the record.) 

The Government owns 739 acres of land on Vieques Island, including a usable 
airstrip constructed there during World War II. The varied terrain, suitable 
climate, accessible landing beaches, and the availability of an impact area into 
which all weapons may be fired, all combine to make this property an ideal 
training area for Fleet Marine Force ground elements, their supporting air 
units, and naval gunfire. We surveyed the entire West Indies area very 
thoroughly and found no other property in the area which offers the combination 
of advantages found at Vieques. 

The opportunity that exists there to work in close coordination with Ground 
Forces, uninterrupted by restrictions common to the continental United States, 
multiplies by many times the other natural advantages found in that particular 
area. Fleet Forces will be able to simulate amphibious operations for in- 
valuable training, research, and development, thereby increasing combat readi- 
hess and gaining necessary experience and know-how. 

Mr. Osrerrac. Before we leave this, Mr. Chairman, may I ask a 
question ? 

Mr. Mr. Ostertag? 

Mr. Osrertac. Do I understand correctly there are no stations or 
operations in Europe? Off the record. 

(Discussion off the record.) 

Admiral Orstiz. At Port Lyautey we work with the French gov- 
ernmental forces under the Resident General at Casablanca, but I do 
not know what the local security regulations are at the small unit 
associated with that in Naples. There is a screening by the French 
as well as by ourselves at Port Lyautey. 

Mr. Osrertac. Are you satisfied with our screening ? 
Admiral Orstte. We have a perimeter fence and Marines guarding 


it. We have had no trouble. 

Mr. Osrertac. Guarding it is one thing, but having people working 
for you who may not be good security risks is another thing. It 
seems to me all these facilities that we are establishing in all parts 
of the world will not amount to very much if the word is passed along 
to destroy them. 
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Admiral Orstiz. We appreciate the need for that. 

Mr. Osterrac. In other words, a small detail of guards is not going 
to mean much if you have Communists working within. I am sure 
you agree with me. 

Admiral Orsrm. Yes; I do. 

Mr. Osrerrac. What precautions are you taking and what difficul- 
ties are you encountering in this field ? 

Admiral Orstre. Actually, we have encountered no difficulties of 
consequence at this field. Undoubtedly, from time to time civilian 
employees, largely Arabs, are tossed out when we find their conduct is 
unsatisfactory one way or another, but we have not encountered any 
difficulty. 

Mr. Osrerrac. I do not want to press the point, but I am personally 
disturbed and I think others are also with the apparent lack of con- 
cern that our military is giving to this important question. 

Admiral Orstie. I would not agree with that, Mr. Ostertag. We 
keep that in mind all the time. There have been several uprisings, 
for instance, at Casablance, which is about 60 miles from our station 
at Port Lyautey, and our officers in North Africa are very conscious 
of the implications of the demonstrations but find no signs of unrest 
or subversive activity on the part of indigenous personnel in Navy 
employ. 

Sration Operations, Navat Reserve 


Mr. Wieeieswortu. Budget activity No. 6, “Station operations, 
Naval Reserve,” reflects a request for $10,853,000, a reduction of 
$2,000 as compared to the current fiscal year, and it is apparently 
in respect to 21 stations, the same number of stations as in the current 
fiscal year. There is a breakdown in the confidential supplement as 
to each one of the 21 stations for fiscal 1953, for fiscal 1954, and for 
fiscal 1955. 

What is meant by the item at the bottom of the breakdown, “All 
other functions and units, $819,000” ? 

Captain Davison. The 21 stations listed are independent stations. 
“Other functions and units” covers Naval Air Reserve training units 
which are located on an operating station of the Regular Navy. 

Mr. Wiccteswortu. How many of those are there? 

Captain Davison. There are seven, Mr. Chairman. 

Mr. Wiccteswortu. Are there any questions on this budget activity ? 

Mr. Osrertaa. No. 


Monpay, Marcu 8, 1954. 


ALTERATION AND REPLACEMENT oF FAcILities 


Mr. WiceteswortH. The committee will come to order. 

We will turn this morning to budget activity No. 7, “Alteration and 
replacement of facilities,” covered in pages 26 to 38 of the justifica- 
tions, reflecting a request of $57,066,000 or an increase of $12,050,000 
compared to the current fiscal year. 

at is broken down into four projects, structural repairs, landing 
aids, shop equipment, and ground electronics. 
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STRUCTURAL REPAIRS 


The first project, “Structural repairs,” reflects a request for $17 
million, an increase of about $2,229,000 compared to the current fiscal 
year. There seems to be a breakdown on page 28 of the justifications. 

s this request distinct from maintenance and operation? 

Admiral Soucek. Yes, sir. This is limited to structural repairs that 
are beyond the scope of maintenance. 

Mr. WiceiEswortH. I note the justifications say: 

The primary objective of the structural repairs project is to keep air-station 
buildings and structures, utility and distribution systems, aircraft operating 
areas, lands and appurtenances, and other facilities in a reasonable state of 
repair and modernization. 


ACTIVATION OF NEW STATIONS AND LANDING FIELDS 


You ask for $2,370,000, about $1 million less than in the current 
year, for the “Activation of new stations and landing fields.” What 
is the story on that? 

Captain Hirscn. That part of the estimate covers activation costs 
involved in opening the new stations and landing fields programed 
for next year. For the Marine Corps auxiliary air station at Beau- 
fort, S. C., the buildings and structures estimate is $1,400,000 and the 
aircraft operating areas estimate is $100,000, making a total of $1,- 
500,000 for that station. 

Mr. Wiceeieswortu. What is that, construction ? 

Captain Hircn. No, sir; these are rehabilitation costs, Mr. Chair- 
man. 

Mr. Wicereswortn. As distinct from maintenance? 

Captain Hirscn. Yes, sir. 

Mr. Wiccteswortu. What is the character of that work? 

Pr se Hirscu. I would like to ask Captain Davison to speak to 
at. 

Captain Davison. The major items are work on the grounds, drain- 
age ditches, storm ditches—— 

Mr. Wieeresworrn. Is that not largely maintenance? 

Captain Davison. It would be if done from year to year. This 
station has not been in use since World War II and we have spent no 
money on maintenance of that property during the time it was in- 
active. 

Mr. Wicereswortn. It is for putting a World War II station in- 
active since that time into operation again? 

Captain Davison. Yes, sir. 

Mr. WiccieswortH. Why do we need it next year when we did not 
this year? 

Captain Davison. Squadrons of the Third Marine Air Wing are to 
be based there. We have already had a public-works submission 
under Public Law 155 of the 82d Congress to construct a jet fuel 
storage, and under Public Law 534 of the 82d Congress to construct 
a runway and a control tower. This is a continuation of the activa- 
tion to meet the requirements of the Third Marine Air Wing. 

Mr. Wiceteswortu. What else is in this activation of new stations 
and landing fields? 

Captain Hirscu. There is an auxiliary landing field at Orangeburg, 
S. C., requiring $200,000 for rehabilitation of buildings and struc- 
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tures, and $50,000 for rehabilitation of operating areas; an auxiliary 
landing field at Twentynine Palms, Calif., requiring $50,000 for 
rehabilitation of buildings and structures, and $100,000 for rehabili- 
tation of operating areas; an auxiliary landing field at Goldsboro, 
N. C., requiring $50,000 for rehabilitation of buildings and structures 
and $100,000 for rehabilitation of operating areas. These, plus Beau- 
fort, make a total of $2,050,000 for fleet-support stations within 
the continent. In addition, there is $200,000 required for extra- 
continental stations. 

Mr. Wicertesworrn. Are those all stations for the Marine Corps? 

Captain Hirscn. All of the fields within the continental limits and 
the Viegues Field in the Caribbean area are for the Marine Corps, 
Mr. Chairman. 


FIRE PROTECTION AND CORRECTION OF FIRE HAZARDS 


Mr. Wiceiesworrn. For “Fire protection and correction of fire 
hazards” you are requesting $1,230,000 for fiscal year 1955, whereas 
you got along with $290,000 in the current fiscal year, and with 
$259,493 in 1953. What is that item of almost $1 million increase for? 

Admiral Soucek. Briefly, it is to correct some serious deficiencies 
in our fire-protection methods, Mr. Chairman. I would like to ask 
Captain Davison to give you a more detailed description of the need 
for the increase. 

Captain Davison. This need has been emphasized by two major 
fires we have had in the recent past. Much of our construction is 
wooden, temporary construction. 

Mr. Wieciesworrn. What will you do with this money you are 
requesting ? 

Captain Davison. We will spend it for such items as sprinkler 
systems; fire alarm systems; extensions of water mains, and instal- 
lation of fire doors. 

Mr. Wicertrswortn. Why are you doing so much more work this 
year than in the last 2 years? 

Captain Davison. We have been concerned about the fire hazards 
for some time and two particular losses we had in the recent past 
convenced us that a more extensive program of correction was essential. 
We lost a large wooden hanger at Kingsville, a total loss; and a mess 
hall at Brunswick, also a total loss. 

Mr. WiceteswortH. You mean those fires have emphasized the need 
for fire protection ? 

Captain Daytston. Yes, sir. 

Mr. WiccteswortH. Therefore you are planning to put in a better 
system of fire protection extensively ? 

Captain Davison. Yes, sir, to correct deficiencies found on fire 
inspections in the field. 

Mr. WiceteswortH. Have you a specific list of stations that this 
$1,230,000 is applicable to? 

Captain Davison. We do, sir. 

Mr. Wieeiesworta. How many are there? 

Captain Davison. There are about 29 stations but there are many 
more projects than that. Several stations have as many as five 
projects. We have a list that could be made available to the commit- 
tee if you would like to see it. 
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Mr. WiceteswortH. That means you are going to put in an average 
of something like $40,000 a station for what, automatic sprinkler 
systems and what else ? 

Captain Davison. Renovation of fire protection systems; installa- 
tion of sprinkler systems—— 

Mr. Wiccteswortu. These are at places where you have had no 
sprinkler systems before? 

Captain Davison. Yes, and these are only the most urgent of a long 
list of projects we would like to undertake to provide additional fire 
protection. We are requesting only an increment of a longer-range 
program to eliminate serious fire hazards and thereby provide better 

rotection for the Government property under our jurisdiction. This 
initial increment is limited to areas in which we have serious problems 
and where there is a high possibility of loss. 


ANNUAL REQUIREMENTS FOR MAJOR REPAIRS 


Mr. WiceieswortH. Tell us something about this item for annual 
requirements for major repairs, working up from $6,412,667 in fiscal 
year 1953 to $7,311,000 in the current fiscal year and to $9,500,000 re- 
quested for fiscal 1955. 

Admiral Soucek. Captain Davison, I believe, can speak to that in 
detail. But I should like to state that we believe we can save money 
in the long run if we invest a little more now to arrest the progressive 
deterioration that is taking place at our stations. 

Captain Davison. This area of our request covers repair projects to 
correct deterioration that is beyond the scope of maintenance work. It 
takes care of our larger repair projects, of damage from hurricanes, 
and of all other such work that is beyond the scope of maintenance and 
is not new construction of the type financed by public works. Each 
year we receive approximately $17 million of new repair projects from 
the field and we have been accumulating a rather substantial backlog 
of projects in this area as we go along from year to year. We are try- 
ing in this area to slow down the accumulation and the progressive 
deterioration. 


PRESERVATION OF INACTIVATED STATION FACILITIES 


Mr. Wiceteswortn. Why does the item for preservation of in- 
activated station facilities jump from $60,000 in the current fiscal 
year to $500,000 for fiscal 1955? 

Admiral Soucek. This is an area in which we have had many prob- 
lems. We have tried to go along each year on as austere a basis as we 
possibly could. As the years go by, we find that the needs have gotten 
very far ahead of our ability to fund them. We feel that we have a 
great deal of valuable property that we must protect—that we should 
make some of the buildings weathertight, so that they will not de- 
teriorate further, and reseal runways before they disintegrate further. 

Mr. Wiacteswortn. What is it going to cover? What I am inter- 
ested in specifically is that this item had no appropriation 2 years ago. 
Then we gave you $60,000 for the current year, and now you want 
to go up to $500,000. Briefly, what is the explanation? 

Captain Davison. This estimate covers 14 repair projects on build- 
ings and structures. Each of these projects covers a number of items 
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and is designed to arrest the progressive deterioration that has been 
taking place under our past practice of spending little or no money 
at these stations. 

Mr. Wiccteswortn. How many stations did the $60,000 apply to 
and how many does the $500,000 apply to? 

Captain Davison. Six stations are involved in this present submis- 
sion, Mr. Chairman. 

Mr. Wiecteswortn. In the $500,000 request ? 

Captain Davison. Yes, sir; that is the same number as previously 
but the same amount of work has not been done. 

Mr. Wieeirswortu. What is the difference? I assume you have 
some more or less routine method for the preservation of inactivated 
stations, have you not? 

Captain Davison. Yes, sir. 

Mr. Wicerrswortn. Were these the same 6 stations or different 6 
stations? 

Captain Davison. They are the same, sir. 

Mr. Wieeieswortn. I do not want too much detail, but put some- 
thing on the record that will give us a picture of what you will do with 
this money. 

Captain Davison. It will be spent in two major categories: keeping 
the weather out of the buildings and resealing the runways to keep 
them from deteriorating. 

Mr. Wiceteswortu. Were you not doing that last year and the 
year before ? 

Captain Davison. Not to a sufficient extent to keep progressive 
deterioration from taking place. 

Mr. Wiecieswortn. What are you going to do next year that you 
are not doing this year that calls for the extra money? 

Captain Davison. We are going to keep the runways on these fields 
patched so that the runoff water does not erode and cut away the run- 
ways, and we are going to see that the roofs, windows, doors, and 
sidings of the buildings are as weathertight as we can keep them with 
the funds we have available. 

Admiral Soucek. Mr. Chairman, in reactivating stations in recent 
years we found that deterioration had set in much more rapidly than 
appeared on the surface. Now we are going back to stations that have 
er gaa to try and keep that deterioration from going on so 
rapidly. 

Mtr. WicerrswortH. Do you have any specific estimates that this 
estimate is based upon? 

Lieutenant Commander Jones. The rehabilitation work at Rodd 
Field, Tex.. amounts to $100,000 for buildings and structures: at 
Waldron Field, Tex., $50,000 for buildings and structures; at Eagle 
Mountain Lake, Tex., $50,000 for buildings and structures and $150.,- 
00 for aircraft operating areas: at Cuddihy Field, Tex., $38,000 for 
buildings and structures and $12,000 for aircraft operating areas; at 
Quillayute, Wash.. $10,000 for buildings and structures; and at Page 
Field, S. C., $40,000 for buildings and structures and $50,000 for air- 
craft operating areas. 

Mr. Wiceieswortn. Are there any questions on project 7a? Mr. 
Ostertag? 
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STRUCTURAL REPAIRS 


Mr. Osrertac. Project 7a, “Structural repairs,” calls for an ap- 
pee of $17 million. Do you have a record of your unexpended 
unobligated funds covering this item ¢ 

Mr. Mepurn. Mr. Chairman, of the $14,771,000 available in 1954 
for the structural repair program, there was obligated and committed 
as of January 31, 1954, $10,525,175, which represents 71.3 percent of 
the availability. 

Mr. Osrertac. Is that obligated ? 

Mr. Mepiin. That is total obligated and committed, Mr. Ostertag. 
The obligated figure is $7,605,869. 

Mr. Osrertac. Will you give us the figure on the unobligated un- 
expended balance ? 

Mr. Mep.itn. In 1954, sir, there will be no unobligated funds in this 
budget project. The estimated unexpended balances of the appro- 
priation at the end of the fiscal year are $11,569,000. 

Mr. Osrertac. That amount is unobligated and unexpended ? 

Mr. Mepurn. No, sir. That is unexpended balance. It all will be 
obligated. 

Mr. Osrerrac. All previous funds will have been obligated by the 
end of the present fiscal year? 

Mr. Mepuiry. That is correct, sir. 

Mr. Osrertac. I assume that this entire program of structural re- 
pairs, which includes additional fire protection and the preservation 
of inactivated station facilities, is in keeping with the program to 
properly care for and preserve and utilize these facilities. Is that it? 

Admiral Soucek. That is correct, sir. 

Mr. Osrertac. There is considerable contrast between what has been 
done and what you plan to do in this area. That, of course, is rather 
sharp in its application as indicated in the budget. 


FIRE PROTECTION AND CORRECTION OF FIRE HAZARDS 


To what extent will this increase for fire protection and correction of 
fire hazards, which totals nearly $1 million this year, cover your entire 
program in this field of fire protection? Does this really do the job 
or is this just the beginning of a planned program to bring about 
the necessary protective and corrective measures up to date? 

Admiral Soucek. To what extent I am unable to state at this time. 
It only takes care of what we consider to be the most hazardous 
areas. To bring it up completely to a desirably modern state of pro- 
tection would cost us considerably more. 

Mr. Osrerrac. Then it would appear that we are not giving ade- 
quate protection and we are not giving proper care to our investments 
and our facilities as they exist by virtue of the fact that funds have 
not been made available or requested for these purposes ? 

Admiral Soucek. We have been trying to maintain them on the 
basis of great austerity. We felt we did not want to spend any more 
money than was necessary in this area. I believe our experience shows 
that we have not been as well protected from fires as we should have 
been, nor have we kept our buildings up to the state of readiness and 
good condition that we would like to. We are asking for a relatively 
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small increase in order to improve that situation but still hold it 
within reasonable limits. 


STRUCTURAL REPAIRS 


Mr. Osrertrac. Would you say that the increase in your request for 
funds in this item of “Structural repairs,” whether it be for activation 
of new stations or fire protection, or preservation of inactivated sta- 
tions, constitutes a good investment ¢ 

Admiral Soucek. Yes, sir; I believe it does. We still will be taking 
some ris but I believe that the amount we are requesting would 
represent a particularly sound investment and would save many times 
as much in future years. 

Mr. Osrertac. Have we not been rather derelict to this field in 
the past by virtue of not providing this protection, and the result has 
been that there has been deterioration and fires and other conditions 
that have reduced the value of these facilitis? 

Admiral Soucek. I do not think that it is a matter of dereliction. 
We have tried to live as close to the line as we possibly could, without 
overexpending, and we have been trying to maintain the facilities to 
the best standard that we could within the funds available. 

Mr. OsrertaG. You have sharp increases this year. Would that in- 
dicate that you are overspending? 

Admiral Soucek. No, sir. Experience indicates we ought to spend 
more than we have been for the prudent protection of this property. 

Mr. Osterrac. What I am getting at is, there is such a substantial 
increase by comparison to previous years which would indicate that 
you have not had enough money or have not carried on a program 
of this kind sufficiently in the past, or you are requesting considerably 
more than would normally be expected at the present time. 

Admiral Soucek. I think conditions as they exist now indicate there 
were areas that were not as well protected as they should have been and 
we now realize where they are and want to take extra measures to 
protect them. 

Mr. Osrerrac. That is all. 

Mr. Mr. Sheppard? 


ACTIVATION OF NEW STATIONS AND LANDING FIELDS 


Mr. Suerparp. With reference to “Activation of new stations and 
landing fields” you are asking for $2,370.000, a reduction of $980,000 
as compared to the current fiscal year. What was the original budget 
the Navy presented for this item for 1955? 

Cnprgen Hirscu. Are you speaking just to activation of new sta- 
tions 

Mr. Suepparp. Yes, at the moment. 

Mr. Lewis. The amount was peepee | $5 million. A different 
station activation program is included in this amount. 

Mr. Suepparp. In other words, you had X stations in the program 
and after the field levels made their surveys of needed improvements 
and structural repairs there was a change of program which reduced 
that so many stations? 

Mr. Lewis. That is correct. 
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Mr. Suepparp. Of the landing fields included in this budget item of 
$2,370,000, how many stations to which the gentleman referred a while 
ago are going to be used by _ 

Captain Surrey. All of them, sir. 

Mr. SuHerrarp. How many are black tops? 

Captain Suirtey. I could not tell you that, sir. 

Mr. Suepparp. Does anybody here have that information ¢ 

Admiral Soucek. We don’t have the information with us, Mr. Shep- 
pard, and I don’t recall just how many are black tops. 

Mr. Suepparp. Is it not a recognized fact that where you have jets 
using black tops you have an extremely rapid deterioration due to jet 
functions 

Captain Surrtry. I believe good practice is to have a combination, 
have concrete at the ends of the runways where the jets taxi out with 
black top in between. 

Mr. SuHerrarp. That may be the logic involved, but how many sta- 
tions will you cover with $2,370,000 in that kind of an operation for 
concrete ? 

Captain Hirscn. I am sure this will not cover very much. 

Mr. Suerrarp. I know it will not. I have been on 40 percent of the 
stations you have enumerated. We are confronted with this: If you 
are going to spend more money for black tops you are simply increas- 
ing your costs for repairs. Black tops will not stand up. They are 
not standing up at any of the places I have visited on my recent trip. 
Every one of your staff commands is confronted with a difficult prob- 
lem where you have black tops. So what you really have to do is to 
make up your minds how many stations you will correct to make them 
completely operational and how many you will patch up and have a 
continuing diminishing return. 

It seems to me you could correct them instead of continuing to 
patch, patch, patch, thus increasing your hazards, you could finish the 
Job at certain stations this year and then next year go to the next ones 
if you have to work within a limited budget. I do not know whether 
you will operate at one or two places to get them completely opera- 
tional or will try to spread it out, but the situation at the present time 
is not good, dollarwise or operationalwise or any other way if you 
go on the fields and see the engineering features connected with it. If 

ou can take $2,370,000 and do much improvement work I do not know 

ow you will doit. I would be very interested in having some of your 
engineers tell me how you will stretch that money out for any good 
purpose. 


FIRE PROTECTION AND CORRECTION OF FIRE HAZARDS 


Mr. Suerrarp. You show an increase of $940,000 over the current 
fiscal year in your request for $1,230,000 for “Fire protection and cor- 
rection of fire hazards.” What is the total amount of property that 
you are trying to protect by this item? 

Mr. Mepiin. About $2.25 billion. 

Mr. Suepparp. Broken down dollarwise what percentage of invest- 
ment would that mean is required to protect that much property ? 

Mr. Mep.in. It would be less than one-tenth of 1 percent, sir. 
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Mr. Sueprarp. To protect the same type of property, what is con- 
sidered by municipalities to be the proper amount for protective 
purposes, if you have the figures for comparative purposes 4 

Mr. Mepurn. Private practice runs in the vicinity of § percent, I 
understand... 

Mr. Suerrarp. Five to seven and one-quarter percent ; is that right 
or wrong ? 

Mr. Mepurn. That is correct, Mr. Sheppard. 

Mr. Suerparp. Depending on the concentration of population in 
the area covered ? 

Mr. Mepurn. That is correct, sir. 

Mr. Sueprarp. Again, with reference to the estimated value of the 
properties, what is the percentage that you are requesting for keeping 
those buildings in a satisfactory repair status ? 

Mr. Meptry. It is less than 1 percent, sir. 

Mr. Suepprarp. Again going to the commercial operation, what is 
the acknowledged percentage usually applied for the preservation of 
property of an equal amount? 

Mr. Mepii. It runs from 3 to 8 percent, depending on the type of 
commercial establishment. 

Mr. Sueprrarp. Taking the history of your structural repair re- 
quirements for the past 4 years, what do you figure is your backlog 
of repair work that is accumulated in that period of time? If you 
can give it approximately, go ahead, or furnish it for the record. 

Mr. Mepuin. It totals about $60 million, Mr. Sheppard. 

Mr. Suepprarp. How often are surveys made of properties that you 
are going to reactivate in order to determine when a building has 
reached a status of deterioration to the degree it no longer pays to 
invest money in it? 

Mr. Mepiry. Those surveys are made annually. In the event that 
a reactivation is contemplated the results of the last annual survey are 
utilized and in addition a special on-site survey is made prior to final 
consideration for reactivation. 


STRUCTURAL REPAIRS 


Mr. Suerrarp. Taking the total stations involved in your present 
budget for structural repairs, what percentage of your repairs will 
you be able to accomplish with the eaten request presently before 
us? 

Mr. Meptrn. It would be about 15 percent, sir. 

Mr. Sueprarp. Out of the balance of 85 percent, can you tell me 
how close you are to the diminishing return aspect of your structural 
repairs ¢ 

Mr. Mentry. A substantial portion of the aviation Shore Establish- 
ment is World War IT construction. It was built at that time with 
a ee expectancy of about 5 years. That 5 years has long since 

assed. 

m Mr. Sueprarp. In establishing it for a 5-year period, however, that 
criterion was based on the assumption you would keep repairs up. 
Is that correct or incorrect? 

Mr. Meprin. It was predicated on reasonable maintenance bein 

performed during that period, sir. You are correct, Mr. Sheppard. 
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Mr. Suerrarp. And many of those properties have not been main- 
tained tothat degree. Is that right or wrong? 

Mr. Mepitn. That is correct, sir. 

Mr. Suerparp. Consequently your diminishing return has shrunken 
to a considerable degiee more than if you had followed out the original 
procedure ? 

Mr. Mepuin. Yes, sir. 

Mr. Suerrarp. I have been on a lot of bases, and I say it is a shame 
a lot of those buildings have been allowed to deteriorate to their 

resent condition. I have seen buildings where the tar paper has 

roken away and there have been leaks which have rotted the floors 
and supporting beams. It is an outrageous situation. We should 
either completely eliminate them or keep them in a reasonably good 
condition. You have some in Arizona and some in Oklahoma and 
three of them in Texas that are presently a disgrace to the United 
States Navy or any other military organization, and I do not see how 
you will get anywhere with the amount in the present budget. It 
means a lot more money to the taxpayer later on than if you went in 
now and did the work that should be done, unless someone on the policy 
level tells us how long we will keep those establishments. 

That is all, Mr. Chairman. 


LANDING AIDS 


Mr. WiceLeswortnu. Project 7b “Landing aids,” calls for an appro- 

riation of $1,066,000, a decrease of $234,000. The justifications in- 
Seats that this money is requested for the following purposes: 

The primary objective of the landing aids project is to maintain Naval airfield 
lighting systems in a condition of operating efficiency that will reduce to a 
minimum flight hazards associated with night aircraft operations. 


Also— 


In view of increasing utilization of higher speed jet and reciprocating air- 
craft and greater emphasis on all weather aircraft operations, it is essential that 
airfield lighting installations be modernized to insure visibility of the lights by 
pilots under conditions of darkness and low visibility. 


The justifications further state that— 

The average effective life of airfield lighting systems under normal conditions 
is approximately 7 years. 
Also that— 


Because of relatively long procurement lead-time, it is necessary to have on 
hand sufficient quantities of equipment and related spares to meet installation 
requirements of lighting projects accomplished each year. 


SHOP EQUIPMENT 


Project 7c, “Shop equipment,” calls for $19 million, approximately 
the same amount provided in the current fiscal year. The justifica- 
tions state that— 

Aircraft overhaul and repair facilities must be outfitted and equipped with the 


latest type of tools and test equipment to keep them abreast of major develop- 
ments in aircraft design. 


And that— 


The largest single item in the $19 million shop equipment estimate is for special 
engine tools and test equipment. 
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There appears to be a breakdown on page 33 of the justifications of 
this $19 million into 3 items: $11,229,000 for new tools and equipment 
associated with new aircraft requirements; $5,766,000 for plant im- 
provements, initial issues of additional shop equipment, and outfitting 
of new shops, stations, and fleet units; and $2,005,000 for replacement 
shop equipment. 


NEW TOOLS AND EQUIPMENT ASSOCIATED WITH NEW AIRCRAFT 
REQUIREMENTS 


I note with respect to new tools and equipment asociated with new 
aircraft requirements, for which $11,229,000 is budgeted, the justi- 
fications state that this amount is “to cover tools and equipment re- 
quired to overhaul and service aircraft associated with the 1955 pro- 
curement and operating programs.” Does that mean you have to have 
new tools for every new plane that is put into operation ¢ 

Captain Hirscu. As new aircraft models come into the picture, we 
must phase with the delivery of those new planes the tools and equip- 
ment necessary to service them and overhaul them. 

Mr. Wiceieswortu. That is for new types as distinguished from 
new planes? 

Captain Hirscn. Yes, sir. 


Mr. Wiceieswortu. Why the increase of more than $1 million in 
yer to the new tools and equipment requirement ? 
aptain Hirscu. That reflects the larger volume of deliveries which 
you saw on the chart covering our aircraft-production program. 
Mr. Wiccieswortu. Increase in deliveries in regard to new types? 
Captain Hirscu. Yes, sir. It is a very carefully phased program. 


GROUND ELECTRONICS 


Mr. Wiaeiesworru. Project 7d, “Ground electronics,” reflects a 
request for $20 million, an increase of $10 million over the current 
fiscal year. The justification states that— 


Ground electronic equipment complements the electronic equipment installed 
in military aircraft and enables the aircraft to communicate with the ground, 
to determine its position in the air, and to land, regardless of weather condi- 
tions, in the shortest period of time consistent with the safety of other aircraft. 
It also is used to determine the location and identification of aircraft and to 
give necessary landing information. Another important function of ground 
electronics is associated with the evaluation of guided missiles and involves the 


use of telemetering equipment and radars to measure and observe the per- 
formance of missiles in flight. 


The justification further states that— 


New ground systems must be installed concurrently with corresponding 1m- 
provements in aircraft and missile electronic equipment. The ground elec- 
tranics project accordingly is concerned with the replacement of deteriorated 
equipment and with modernization and improvement of existing installations 
to meet the requirements of present-day aircraft and missiles. 


There is a breakdown on page 36 of the $20 million in question. 
Why the increase of $10 million reflected in 3 of the items? 

Captain Hirscn. One of the major increases is that budgeted under 
“Related requirements,” which provides for the installation of equip- 
ment ordered in prior years but which will be delivered during this 
particular funding period. We budget for the procurement in one 
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year and later, because of the very long lead time, we budget for the 
installation costs which are tied in with the delivery of equipment. 
There is a large backlog of equipment on order and next year will be 
a period of high delivery with heavy installation costs. 

r. WiccLeswortH. Are you reasonably confident you will get that 
equipment delivered ? 

Captain Hirscn. Yes, sir. It has been a slow program but it is 
moving very actively now. 

Mr. WiceieswortH. That accounts for about $4.8 million of the 
$10 million increase. What about the other items? 

Captain Hirscu. All of the procurement items are higher because 
we deferred placing orders last year in order to catch up on deliveries. 
We had the requirements then but it was not prudent to enter into 
additional contracts, in many instances, until deliveries could catch 
up with contracts already outstanding. We are now in a position 
where we can prudently place the contracts we otherwise would have 
placed last year. 

Mr. WiecteswortH. Any questions on projects 7b, c, and d? Mr. 
Ostertag ? 

Mr. No questions. 

Mr. Wiceteswortn. Mr. Sheppard 

Mr. Suepparp. Is this indicative of the fact you are phasing out the 
reciprocal and phasing in the jet wherein you require some different 
mechanical devices? 

Captain Hirscu. This is electronics equipment for ground i stalla- 
tions, Mr. Sheppard. It ties in principally with the tremenc(ous ad- 
vancements made in the electronics field. 

Mr. Suerrarp. In the field of shop equipment ? 

Captain Hirscu. I beg your pardon? 

Mr. Suepparp. For example, when a reciprocal job came in for 
repair work, it was pretty much what we would call a floor job in 
which your operation was more or less confined to a rou Séor 
operation as to manpower. When you go into the jet operation over- 
haul it depends on how much of a thorough overhaul is conducted by 
“X” station as to the type of devices they have to handle, the jet as 
compared to the reciprocal, and there is a small percentage of recipro- 
cal devices usable in the jet operation. Is that correct or incorrect? 

Captain Hirscu. That is correct, sir. 


MASTER JET SHOPS 


Mr. Surprarp. How many master jet shops do you have today? 

Captain Mutten. We have nine, sir. 

Mr. Sueprarp. And you do a complete job there? 

Captain Mutten. Yes, sir. 

Mr. Suerrarp. How many have revolving pits? 

Captain Mutren. The jet pits? We had three but have aban- 
doned that process of spinning the engines. 

Mr. Suerrarp. Are you absorbing a portion of that testing in your 
test cell operation? 

Captain Yes, sir. 


|| 
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TEST CELL OPERATIONS 


Mr. Suerrarp. What success are you having in your test cell 
operation ? 

Captain Mutien. We are beginning to operate our new test cells 
and they seem eminently successful at this time. 

Mr. Suerparp. You feel you are getting away from complaints that 
— from the civilian population while you are conducting your test- 
ing 

Captain Mutien. Not yet, sir. 

Mr. Suepparp. How expensive has the Navy found the develop- 
mnet of this test-cell operation ¢ 

Captain Mutien. Test cells capable of handling 30,000-pound- 
thrust engines cost $1,700,000 per pair to construct and equip. 

Mr. Sueprarp. How many are operating successfully ? 

Captain Mutien. We have two sets operating at the present time. 
The rest will go into operation, we hope, later this month. 

Mr. Suxpparp. What are you planning in the electronics field for 
your jets as compared to reciprocals? Are you finding it more ex- 
pensive ? 

Captain Definitely, sir. 

Mr. Suepparp. If you are going to operate jets how will you avoid 
the electronic device and test-cell operation? Is there any way you 
can avoid it? 

Captain Mutien. Not without timeconsuming and costly testin, 
by mechanical devices. The electronic devices do a more efficient jo 
with less manpower. 

Mr. Suepparp. And more accurately 

Captain Mutxen. Yes, sir, much more accurately. 

Mr. Sueprarp. Are not the mechanical devices used in electronic 
testing rather expensive ? 

Captain Mutien. They are, sir. 

Mr. Suepparp. Did you have to go into the field of research and 
development in order to buy the electronic testing equipment you are 
presently using on jet operation? 

Captain Mutien. Yes, sir; we did that in conjunction with indus- 
try and the Air Force. 

Mr. Suepparp. That is all, Mr. Chairman. 


ReEsEARCH AND DEVELOPMENT 


Mr. Wiecteswortn. Budget activity No. 8, “Research and develop- 
ment,” reflects a request for $147,149,000, a decrease of $10,579,000 as 
compared with the current fiscal year. This activity is stated in the 
justifications to be “directed toward developing new and improved air- 
craft, missiles, and related aeronautical equipment for naval and 
Marine aviation.” It is also stated that the appropriation requested 
for this activity for fiscal year 1955 is the smallest since 1951. This 
is another portion of the Navy research and development which I 
assume is included in the overall table that you have furnished us? 

Admiral CLexton. That is correct, Mr. Chairman. 

Mr. Wiccieswortn. Under the appropriation “Aircraft and re- 
lated procurement,” I remember that we discussed the cost of pro- 
curement of various types of missiles. 
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I understand from what you have told me that the confidentiai 
table which we previously referred to under “Aircraft procurement,” 
dealing with the 1955 guided-missile and target-drone picture, was 
entirely in respect to procurement ? 

Captain Hiescn. That is correct, Mr. Chairman. 

Mr. Wicoteswortn. Whereas the confidential table that you have 
furnished the committee, exhibit 9-E, is wholly in connection with 
“Research and development” ? 

Captain Hirscn. That is correct, sir. 

Mr. Wiccteswortu. I notice that on page 12 of that confidential 
supplement the proposed work is broken down into six categories, all 
of which reflect decreases as compared with the work in the current 
fiscal year. What can you tell us, presumably off the record, as to 
the item “Supporting programs” for which you request $20,600,000 ¢ 

(Off the record.) 

Captain Hirson. I believe page 11 of the confidential material 
describes that particular area. 

Mr. Wicetesworrn. Off the record. 

(Off the record discussion. ) 


OBLIGATIONS 


Mr. Osrertac. Admiral, your budget estimate for 1955 is $147,149,- 
000, a decrease of $10,579,000 as compared with fiseal year 1954. Do 
you have available the balances; first, the wnobligated balance and 
the unexpended balance as of any given time in fiscal year 1954; and 
also, what you estimate the balances might be at the end of this fiscal 

ear? 
’ Mr. Mepuin. Of the total $157,738,000 availability, there was obli- 
gated and committed as of January 31, 1954,-a total of $108,546,383, 
which is 69.1 percent of the total available. 

Mr. Osrertac. Does that constitute obligations or unexpended 
balances ? 

Mr. Mepurn. The obligated portion of that is $84,767,219, Mr. 
Ostertag. 

Captain Hirscu. All will be obligated before the end of the fiscal 
year, 

Mr. Ostertac. As of January 31, you had a balance of about $108 
million in that particular fund; is that correct? 

Mr. Mepurn. No, sir. 

Mr. Osrertac. What does it represent ? 

Mr. Mepurn. The $108 million-plus, Mr. Ostertag, is the total obli- 
gations and commitments incurred in the first 7 months of the fiscal 

ear. 
. Mr. Ostertac. The point remains that there will be no unobligated 
funds at the end of this fiscal year? 

Admiral Soucex. That is correct, sir. 


SCOPE OF RESEARCH AND DEVELOPMENT 


Mr. Osrerrac. What is the general nature of the research and de- 
velopment under aircraft and facilities? Does it deal specifically in 
research as it relates to the various and sundry aspects of aviation 
and is it peculiar to the Navy as compared with the Air Force? 
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Admiral Soucek. It applies strictly to research and developmental 
work in the field of aviation. There is a relationship with the work 
+ a nage by the Air Force and I would like to have Capt. Joseph 

urphy, Executive Director, Office of the Assistant Chief of Bureau 
for Research and Development, expand on that phase. 

Captain Murry. In our research and development program we 
expend a small amount on applied research but most of our funds are 
applied to the development of prototypes for which there is full intent 
to go into production. Astothe question of whether these are common 
items with the Air Force, in certain areas they are, although our pri- 
mary emphasis is on aircraft designed to operate in the Navy environ- 
ment, which, with its emphasis on carrier operations, differs from that 
of the Air Force. 

On those items that are in common use, such as in the electronic 
field, there is very strict coordination with the Air Force and others 
to see there is no duplication. 

Mr. Osrerrac. In view of the fact that a tremendous amount of 
research is carried on by the Air Force in the general aviation field, 
how do you coordinate your activities and your research with theirs 
in order to prevent a tremendous overlapping or duplication of effort 
which would come about in the final analysis with the same end result, 
only that two courses have been followed to achieve it ? 

aptain Murpny. In the first place, we are in almost weekly con- 
tact with our opposite numbers in the Air Force. Each procurement 
directive that comes to me for review must contain a statement as to 
whether or not coordination has been undertaken with the other 
services; in each instance I satisfy myself that it has, and that there 
is no duplication except in those cases where a parallel course is being 
followed by joint agreement between the Air Force and ourselves. I 
think we have good coordination, and as you know, there is under 
Dr. Quarles a whole series of new coordinating committees which 
cover this entire field of duplication, financial and otherwise. 

Mr. Ostertac. Of course, everyone favors research and develop- 
ment and we recognize the vital role it plays in our national security 
and defense program. However. there remains a question of a co- 
ordinated rot integrated approach. 

For example, aviation pressure suit development and aircraft fire 

rotection, how does your program differ from the Air Force and who 
is responsible for determining that? Is it the Navy, or is it the Air 
Force, or both? 

Captain Murpny. The pressure suit development is one example of 
a parallel attempt to reach a very necessary and a very difficult goal. 
The Air Force has a pressure suit development project, and so do we, 
and our people are working very closely to make sure that we do not 
duplicate any specific work. ey are parallel projects following 
different approaches, 

Mr. Osterrac. It would seem to me that if the Air Force has the 
same concern, the same responsibility, same objective as that of the 
Navy, how do you overcome following two courses to achieve the same 
end? 

Captain Murrny. We have, sir, a common goal, which is to provide 
our aviators with an acceptable pressure suit; this is a very difficult 
goal, and it has been decided that we should both attack it on different 
but parallel approaches. 
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Now, there is the fullest interchange of information and if we get 
a pressure suit that is completely satisfactory, that will be the one 
used by both services; on the other hand, if the Air Force gets one 
first, I feel sure that that will be the one bought for both services. 

Mr. Osrerrac. In other words, it boils down to two experimental 
programs, carried on at the same time, and whichever experiment 
proves the most suitable would be adopted by the services? 

Captain Murpry. That is correct, Mr. Ostertag. 

Mr. Osrertac. Would it not be wiser if we had just one research 
and development program in the services under one head, with no 
service control / 

Admiral Soucek. No; I do not think so. 

Admiral Orstre. It would be catastrophic. 

Admiral Criextron. It would be a big mistake, because the know]- 
edge and experience is concentrated in the people in all these technical 
material Bureaus. They are given the funds and the responsibility 
to produce satisfactory service weapons in accordance with the mili- 
tary characteristics enunciated by the Chief of Naval Operations. 
There is a perfect blending of the military characteristics and the 
technical know-how. 

Mr. Ostrerrac. Admiral, I was not suggesting the discarding of 
the funds of knowledge and experience and training that the serv- 
ices have brought into play. They should be utilized whether it be 
in the Navy, Air Force, or Army. I merely raised the question as to 
whether or not we would obtain greater or better results and more 
direct results by a pooling of the knowledge and operating as a single 
unit, rather than several units attempting to achieve the same goal. 

Admiral Orstiz. Mr. Ostertag, that is what the Assistant Secre- 
tary of Defense is trying to do. He is bringing in people from each 
of the services to have a complete program, assigning one phase of 
the program to the Air Force and another to the Navy and another 
tothe Army. Ithink the end result is exactly what you are seeking. 

Mr. Wicetrsworrn. Mr. Sheppard, any questions on budget activ- 
ity No. 8? 


CLEARANCE OF R & D PROGRAMS 


Mr. Suerparp. With reference to research and development, as I 
understand it, the Navy, hypothetically, has this approach to make: 
Are you permitted under existing operations to proceed with a research 
and development program without first having it cleared at top eche- 
lons in the Department of Defense? 

Captain Mureny. The answer to that would be negative. We do 
a great deal of preliminary investigation, but the major projects 
must be cleared before we can start work on them. 

Mr. Suerrarp. Are you functioning as the liaison, Navy, with that 
particular group / 

Captain Murpny. I am not the Navy’s member on the Aircraft 
Coordinating Committee, if I follow your question. Admiral Hatcher 
is, and I act for him, when he is not available, so I do meet with 
the Air Force representatives in the field of piloted aircraft. There 
are other committees with Navy membership in each of the other 


areas. 


» 
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Mr. Sueprarp. In other words, there is a grouping of the respec- 
tive forces for the purpose of discussing these problems and in order 
to avoid duplication? Is that correct? 

Captain Murrny. Yes, sir. The whole 1955 program was reviewed 
by such committees. 

Mr. Suerrarp. I wonder if you could tell me at this time how many 
projects have been rescinded, deferred, or not permitted to go into 
operation because they have been found to be duplications in the past 
fiscal year? My question is directed to how efficient that particular 
group may or may not be operating. 

Captain Murruy. I do not have the answer to that, Mr. Sheppard. 

Mr. Sueprarpv. Would not the R. and D. Board have that infor- 
mation? 

Captain Murrny. It should have. 

Mr. Sueprarn. If it is available, will you insert that information in 
the record at this point? 

Admiral Soucek. Yes; we will. 

(The following information was subsequently supplied :) 


The answer to this question involves data on all projects in all fields of research 
and development throughout the Department of Defense and cannot be provided 
by the Bureau of Aeronautics, which has only a relatively small segment of the 
total program. 


Removat or Westincnouse Execrric ResearcH DeveLorpMENT 
Piant From Pennsytvanta TO Missourt 


Mr. Wiceieswortu. Admiral Soucek, I have a letter from a member 
of this committee, Congressman James, of Pennsylvania, and he 
requested that I bring the matter referred to to your attention. 
As you know, I think, he has been very much concerned by what he 
refers to in this letter, as follows: 

(The letter referred to follows:) 


House or REPRESENTATIVES. 
Washington, D. C., March 4, 1954. 
Hon. RicHarp B. 
Chairman, Subcommittee for Navy 
House Appropriations Committee, 
Washington, D. C. 

Dear Dick: Back in October, November, and December of last year there was 
a general alarm in my district concerning an alleged plan of Westinghouse 
Electric Corp. and the Navy Department to remove from South Philadelphia 
and Lester and Essington, Pa., the research and development division of the 
Westinghouse Corp. to Kansas City, Mo. 

Since much of the Westinghouse operation in this field is in my district, em- 
ploying approximately 2,200 people, the local electrical workers union (UE 107) 
called upon me to make every effort to have this proposal abandoned, not only 
on the grounds that the unemployment would create a difficult situation for so 
many working people and result in serious disturbance in the economic situation 
in the community, but also the plan called for an exceedingly heavy expenditure 
of money, $25 million of which would be furnished by the Government, and $12 
million by Westinghouse. 

In the protest against this move, the UE local 107 was joined by the Chamber 
of Commerce of the City of Chester, the mayor and city officials of Chester, and 
numerous other township and borough officials, not to mention a great number 
of business people and other individuals. 

In the matter, I undertook to secure information from the Navy Department 
and there were numerous telephone calls and several letters and of the latter, 
I am sending you copies of two letters received by me from Rear Adm. A. Soucek, 
United States Navy, Chief of the Bureau of Aeronautics. 
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The two letters referred to carry just about everything that is significant with 
respect to the Navy Department’s p»)sition, one being dated December 1, in which 
a rather definite position seems to 1ave been taken in favor of the removal, and 
the other of January 19, 1954, which is certainly not so definite insofar as the 
Navy's position is concerned, but rather this letter places the entire responsibil- 
ity for a final decision upon Westinghouse Corp., but still leaves standing the 
matter of $25 million of Government money which apparently the Navy would 
approve if Westinghouse chooses to make the removal. 

The reasons, given by the Navy Department and by Westinghouse in favor of 
the removal, center upon the possibility of some efficiency and probably some 
saving by having the research and development division next to the production 
division in Kansas City, but since this research and development division works 
out and completes right within their own organization in the Philadelphia area 
the prototype jet engines which are then sent to Kansas City for production-line 
operations, it seems to me very difficult indeed to justify any claim for greater 
added efficiency and economies, and even more difficult to justify the Govern- 
ment in putting $25 million into this removal. 

I am placing this matter before you, believing that in your discussions leading 
to appropriations for the Navy Department, this situation might be of considera- 
ble interest and you might regard it as one in which the Navy Department 
should be required to submit full justification. 

I have also, with the knowledge and consent of Congressman William FE. Hess, 
chairman of the Subcommittee on Defense Activities of the Armed Services 
Committee, laid this whole matter before Mr. John Courtney, general counsel 
for the Armed Services Committee in order that the Legislative Committee on 
Armed Services might also be aware of the rather expensive proposal. 

I shall sincerely appreciate your interest in this matter and anything that 
you may be able to do, either in stopping this removal or securing justification 
for it of greater importance than the continued employment of some 2,200 
people, and therefore, the continued economic advantages to the community 
resulting from such continued employment. 

With highest personal esteem. 

Very sincerely yours, 
BenJAMIN F. James, Member of Congress. 


Mr. Wiceieswortu. As you will note, Mr. James has been very 
much concerned over what he refers to as the alleged plan of the West- 
inghouse Electric Corp. and the Navy Department to move from 
South Philadelphia and Lester and Essington, Pa., the research and 
development division of the Westinghouse Corp., of Kansas City, Mo. 

He is disturbed because of 2,200 workers in the plant, and the ad- 
verse economic effect which he anticipates, and he refers to what. he 
understands to be included in the picture, the payment of $25 million 
by the Federal Government. 

He called my attention to two letters he has had from the Depart- 
ment in this connection. He feels that the second letter places the 
entire responsibility for a final decision upon Westinghouse Corp., 
but still leaves the matter of $25 million of Government money up in 
the air, apparently on the basis that the Navy Department approves if 
Westinghouse chooses to make the move. 

I notice in the second letter addressed to him under date of Jan- 
uary 19, it was stated : 


It would appear probable that the officials of the Westinghouse Corp. would 
desire to move to Kansas City. 


And: 


Up to the present time, I, as Chief of the Bureau of Aeronautics, have con- 
curred in this proposal, but at no time have I, or any other responsible Govern- 
ment officials made commitments or promises or agreements to this effect. In 
fact, any such move, especially if Government funds are involved, would have ta 
be approved by the Secretary of the Navy, and I assure you that he has not au- 
thorized it, although he has known of the negotiations for some time. 


490 


What can you tell us about this $25 million factor to which he refers? 

Admiral Soucex. Mr. Chairman, I will have to go into the back- 
ground to some extent in order to explain our position. 

The Westinghouse Corp. and the Navy have had a contractual rela- 
tionships for years. About 3 years ago it moved into our naval 
industrial reserve aviation plant at Kansas City for the purpose of 
making engines, already designed and approved, for use in naval air- 
craft. 

That was a pure production plant and a production process. Their 
engineering and research and development and experimental labora- 
ewe were at Essington, Pa., where they had designed 1 or 2 engines 

or us. 

The Essington plant is an engineering plant, and a testing estab- 
lishment where they would have adequate test cells, component testing 
equipment, and all other equipment necessary to develop a good en- 
gine of the type we have been using, but it is totally inadequate for new 
engines coming along. 

The Westinghouse officials were of the opinion, and we agreed in 
the Bureau of Aeronautics, that it would be better for them to combine 
their engineering plant with the plant at Kansas City where they are 
producing engines on a regular production basis. In the negotiations, 
or the discussions I should say, of that move, we found that a new 
engineering plant at Kansas City, on Navy property, would cost about 
$37 million. We thought that, if the move would have to be made, it 
would be equitable for the Government to pay $25 million and West- 
inghouse $12 million of that cost. 

That is as far as the discussions ever have gone. 

Mr. Wiceiesworru. Is it still in process or abandoned, or what? 

Admiral Soucek. It is still under discussion but because of late 
developments the discussions have, for all practical purposes, been 
abandoned. As it stands now, I personally do not believe the move 
will be made because we do not intend to spend any of our funds for 
structural facilities at Kansas City in the near future. 

Mr. Wiccteswortu. Is any money available for the payment of any 
such program ? 

Admiral Sovcrr. Not to us, Mr. Chairman. 

Mr. JV sestarwopra. You would come before this committee before 
acting? 

Admiral Soucek. We would have to go first to the Secretary of 
Defense. We could not do it purely on my authorization. I would 
have to get complete clearance for the plan, and no such clearance has 
ever been requested at this point, so ton in no position to approve 
the move even if I were inclined to do so. 

Mr. Wiccieswortu. Before taking any action as suggested, you 
would come back and present the picture to us? . 

Admiral Soucer. Yes, sir. 

Mr. Wiccteswortn. To this committee? 

Admiral Sovcer. Yes. But it would take a great deal more ne- 
otiation first, and, as I tried to explain to Mr. James, we are not 
orcing the Westinghouse Co. out of Essington and certainly would 

not want to create the particular labor situation to which he refers. 
That is purely up to Westinghouse. If it so desires, it could build its 
engine plant right there in Essington; we have not been involved up 
to the present in any building program it may have in mind. 


i 


491 


Mr. Osrertac. But if you asked for the $25 million, that would 
appear in the budget? 

Admiral Soucek. Yes, sir. 

Mr. Osrerraa. If it has not appeared in the budget where would 
it appear ? 

Admiral Soucex. It would appear under the Navy’s request for 
facilities in the appropriation “Construction of aircraft and related 
procurement, Navy.” 

Mr. Osterrac. There is nothing in here now ? 

Admiral Soucek. No, sir. 

(Off the record discussion. ) 

Mr. Osrertac. What would happen to that plant when and if they 
decide to move to Kansas City? 

Admiral Soucek. Well, we would remove our tools and equipment 
from the Essington plant, but the move to Kansas City would not be 
made until the building and equipment were installed. 

Mr. Osrertac. Would you abandon the property in Pennsylvania? 

Admiral Soucex. Westinghouse is engaged in other activities there 
than aeronautical development and Westinghouse’s plans would have 
to be determined before any decision could be made. 

Mr. Ostertac. But the United States Government is involved in an 
investment of a considerable sum, rather than Westinghouse, is it not ? 

Captain Hirscu. May I say something off the record ¢ 

(Off the record discussion. ) 

Mr. Osrertac. The Navy has no building there? 

Captain Hirscu. It has a steam turbine plant there under Bureau 
of Ships cognizance and a small aeronautical laboratory under our 
cognizance but most of our investment is in machine tools and labora- 
tory equipment which can be removed from the plant at any time. As 
far as our building is concerned, the Bureau of Ships could readily 
take it over to augment the steam turbine plant. 

Mr. Ostertac. In other words, there week be no loss to the Govern- 
ment in that connection ? 

Captain Hirscn. None, other than the cost to the Government of 
moving the tools. 

Mr. Ostertac. Would the property of the Government be utilized ¢ 

Captain Hirscu. Yes, sir. 

"me Osrertac. Would it be salvaged and transferred to another 
place ? 

Cautain Hmscn. Yes, sir. 


InpusrriaL MopitizaTion 


Mr. Wiceteswortu. Budget activity 9, “Industrial mobilization,” 
calls for $5,618,000, an increase as compared with the current fiscal 
eo of $3,602,000, and is stated to be in three major areas: first, mo- 

ilization planning and industry-preparedness functions; second, 
maintenance of reserve plants, and third, maintenance of a production 
equipment reserve. 

There is a breakdown of the $5,618,000 requested into five items 
on page 43 of the justifications. The first item is for $300,000 for 
mobilization planning. That, I take it, is for personal services, is 
it not? 
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Captain Hirescw. That is primarily within the Department of 
Defense. 

Mr. Wiccéresworru. The $300,000 primarily covers salaries and 
expenses ? 

Japtain Hirscu. Yes, sir. 


INDUTRY PREPAREDNESS MEASURES 


Mr. WicGieswortn. There is a request of $1,700,000 for industry 
preparedness measures, the same amount as in the current fiscal year, 
and the budget indicates that of this $1,700,000, $400,000 is to be al- 
located for continuation of the development of mechanized produc- 
tion of electronics equipment; and that as a result present indica- 
tion are that general application of the system will revolutionize the 
electronics industry. The justifications 4 me indicate that the balance 
of $1,300,000 is to be applied to nine other projects, designed to de- 
crease the cost of production, eliminate or reduce the need for criti- 
cal materials, achieve more rapid manufacture, and improve the 
products concerned. 

Tell us something about those projects. Do you have a list of them. 

Admiral Soucek. Yes, we have a list of them here; Captain Cutter, 
Director of the Industrial Planning Division, also is here and can 
discuss them. Captain Cutter is the officer responsible for carrying 
out these projects. 

Mr. Wiceieswortu. Is this supposed to be classified ? 

Captain Currer. Yes, sir. 

Mr. Wiceeieswortu. For what reason ? 

Captain Currer. Primarily because these projects, Mr. Chairman, 
have a direct bearing on conservation of critical materials and pro- 
cedures affecting mobilization capability. 

Mr. Wiccieswortn. Off the record. 

(Off the record discussion. ) 

Mr. WiceLeswortu. While it is perhaps not important, I do not 
yet understand why these other nine projects should not be released. 

Mr. Osrertac. Have any negotiations taken place? 

Captain Currer. In certain ones; yes. 

Mr. Wiceteswortu. The real increase in this item, as compared with 
the current fiscal year, occurs to the extent of $1 million, in respect 
to maintenance of reserve plants, and to the extent of about $2.5 
million in respect to maintenance of production equipment reserve 
for neither of which purposes was any money provided apparently, 
either in fiscal year 1953 or fiscal year 1954. 

Insofar as the item of $1 million for maintenance of reserve plants 
is concerned, I note the justification states that the money is to be 
used to maintain at Government expense portions of five Government- 
owned industrial plants which will be operated during 1955 by con- 
tractors at substantially less than capacity, the contractors to absorb 
a proportionate part of the maintenance and overhead costs, the 
Navy standing the expense of maintenance of the unused space and 
the machine tools installed in a standby status. 

This is a new item; will you enlarge on this explanation for the 
record a little further, Captain? 
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Captain Currer. Mr. Chairman, these plants constitute a very im- 
portant part of our mobilization capacity and will go into full pro- 
duction at M-day. At the moment, they are in partial operation but 
not to any considerable extent. The largest of these plants, for in- 
stance, currently has a small volume of subcontract work that oecu- 
pies approximately one-eighth of the plant space. We expect the 
contractor to maintain the space he occupies; those spaces not occu- 

ied by the contractor will have to be maintained by the Navy, or at 
feat maintained at Navy expense. 

Mr. Wiecieswortn. The ownership is in the private contractor ? 

Captain Currer. No; ownership is in the Navy. 

Mr. Wiaciesworrn. For the entire plant? 

Captain Currer. Yes, sir. 

Mr. Wicoteswortn. And to the extent that the private contractor 
utilizes the plant, he pays the maintenance and overhead ? 

Captain Currrr. Yes, sir. 

Mr. Wiccteswortu. Were these plants Government constructed ? 

Captain Currer. Yes, they were, Mr. Chairman. 

Mr. Wicctesworrn. As to the $2.5 million item of increase for 
maintenance of production reserve, I notice that $566,000 is budgeted 
to maintain tools in 8 privately owned plants in accord with the 
principle that adequate preparedness for rapid mobilization demands 
that tools, temporarily in excess of requirements, be retained in the 
localities in which they are to be used when mobilization occurs. 

I notice also that $1,344,000 will be incurred in unloading tools at 
Navy supply depots, inspecting them for adequacy of preservation, 
represerving them if necessary, and moving them into place for dead 
storage, and in represervation and handling of tools now in storage, 
and that the balance of $672,000 is requested for packing and preserv- 
ing tools at locality of use for shipment to the supply depot, ap- 

arently on the basis of $200 per tool. This is also a brand new 
item. Why does this come into the picture for the first time in fiscal 
year 1955? 

Captain Currer. Mr. Chairman, the $2,582,000 covers costs of keep- 
ing machine tools in reserve for mobilization production. Earlier in 
these hearings testimony was given to the effect that most of our re- 
quirements for aircraft in any future war that might break out would 
have to be met from post mobilization production and that industrial 
capacity is being maintained to provide the capability of meeting 
those requirements at that time. This $2,582,000 item is part of the 
cost of maintaining that mobilization capability. 

Mr..Wic6ieswortn. Why does this item come into the picture for 
the first time in this year 1955? 

Captain Currer. This is the first year in which we will have ma- 
chine tools not needed in the current production program. Up until 
now, we have been receiving tools and installing them in going plants 
in order to meet production schedules but now we are taking tools out 
of plants and must make some provision to maintain them. 

Mr. Wiceiteswortn. You mean to say we have never had any of 
this work to which you have just referred to do heretofore? 

Captain Currer. That is correct. I might elaborate Mr. Chair- 
man, by saying—— 
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Mr. Wiccieswortn (interposing). You certainly must have had 
to preserve them, and had storage and shipment items, in the past, 
have you not? 

Captain Currer. In the past, Mr. Chairman, we have taken tools 
out of storage and put them in the contractors’ plant where they have 
been used. Now, we are taking them out of the contractors’ plants 
and putting them back in storage. 

Mr. WiceLeswortu. Would that not involve some expense? Where 
was that expense reflected in the Navy budget ? 

Captain Currer. When we were putting the tools into plants, our 
facilities funds were available to cover the necessary costs. We used 
facilities contracts for that purpose. Now, we will have no facilities 
contracts, and we must have industrial mobilization funds to cover 
the costs. 

Captain Himscu. The earlier operation, Mr. Chairman was covered 
as part of the acquisition cost. Now, as these tools become excess to 
the needs of the contractor, there is no way of charging that cost to 
that contractor. The contractor financed the costs when the tools 
were delivered but we must finance them now and that is why this 
item appears in our budget. 

(Off the record discussion.) 

Mr. Wiceieswortu. How good are these estimates? 

Captain Currer. We have the basic information concerning the 
tools and our estimates are just as precise as we could make them. 

Mr. Wicctesworrn. Based on the experience as to number of items 
and the experience as to mileage ? 

Captain Currer. Yes, sir. 

Mr. WiecteswortH. Any questions on this budget activity No. 9, 
Mr. Sheppard? 

Mr. SHerparp. One general question, Mr. Chairman. Did I under- 
stand you to say, Captain, that where we are finishing a contract within 
X building, for instance, that we will pick up the tools and ship them 
to a centralized depot ? 

Captain Currer. Yes, sir; wherever it is not practicable to store 
them in the plant in which they were used. Many of our machine 
tools are being shipped to Government facilities, where they can be 
stored. 

Mr. Suepparp. That is where they are; in a Government facility. 


INSPECTION OF RESERVE PLANTS 


Now, with respect to the item, “Inspection of reserve plants,” for 
which you are asking $16,000 in 1955, and your statement indicates 
that you had the same amount for 1954. Now, toclarify my thinking: 
The inspection of reserve plant means just that. In other words, the 
inspectors go out and check over the plant and also check on the facil- 
ities and the tools, and also to see whether or not, hypothetically, 50 
percent of the tools that were in X plant were all being used; and the 
balance of the 50 percent are being maintained, and, therefore, have 
to be inspected ? 

Captain Currer. Yes, sir. 

Mr. Suepparp. Well, taking into consideration the amount of plants 
that you have in that field of function—and I am sure—I may be 
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wrong, but you have got approximately 55 percent of the plants not 
in complete capacity operation; is that assumption about right ? 

Captain Currer. That is about correct. 

Mr. Snerrarp. Then when you consider the amount of the reserve 
investment involved, specifically this question is directed to your tool 
aspect, what does inspection indicate as to the loss—where loss oc- 
curred—what does your inspection report indicate 

Admiral Soucek. Do you have the loss figures ? 

Captain Currer. I am informed that the loss is about 114 percent. 

Mr. Suvrrarp. Is there any other charge reflected here in a special 
category, other than the $16,000? What does that $16,000 represent ; 
is it a chargeable factor in the inspection operation; is it a propor- 
tionate charge of salaries and time and travel; and what not? Just 
what does that mean as related to inspection so that I can analyze the 
total cost ? 

Captain Currrer. The $16,000 is actually the cost of the salaries of 
personnel assigned to the various offices to conduct inspections. 

Mr. Suerparp. The $16,000 is for how many men; how many man- 
hours? 

Mr. Mepuin. That would be the equivalent of about 4 men full 
time. We do not keep the same four there all the time. We may send 
a man out for 2 weeks. It is a very modest program, as you can see. 

Mr. Suerparp. It would occur to me that it would be an extremely 
modest program if you are going to get good inspection, and know 
up to date what is happening in this list of plants, unless you have an 
exceptionally low cost of operation, especially as compared with the 
military branches of the Government that operate in this same field. 
Something does not balance out here, gentlemen ; it seems to me some- 
thing is wrong with this item. 

Captain Hirscu. Could I say something off the record, Mr. 
Sheppard? 

Mr Suepparp. Certainly. 

(Off-the-record discussion. ) 

Mr. Suerrarp. In other words, the $16,000 does not represent all of 
the interest that is being shown in these respective plants ¢ 

Captain Himscu. That is correct. 

Mr. SHerrarp. Because one man may function as an inspector over 
another inspector ? 

Captain Hiscu. That is correct. 

Mr. Sueprarp. Consequently, the $16,000 reflected here does not 
actually cover these conditions so far as protection of the project 
reflected here is concerned. 

Captain Hirscu. There is daily supervision by resident inspectors 
at the plants that are engaged in Government work. This $16,000 
item represents an additional inspection to see that the records are 
correct and that everybody is doing their job according to the latest 
directives. 

Mr. Suepparp. In other words, you gentlemen feel that the present 
formula is such as to prohibit a situation developing when, 2 years 
hence, or possibly 3, or maybe 1, you are not going to find yourselves 
some morning, when you thought your tool inventory was very healthy, 
and perhaps find that maybe a third or more of it was—of the original 
investment—was gone. 
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Captain Hirscu. I am satisfied that will not occur. 
Mr. Sueprarp. No further questions on this item, Mr. Chairman. 
Mr. Wiccieswortn. Any questions on budget activity 9, Mr. 
Ostertag? 
INCREASE REQUESTED FOR 1955 


Mr. Osrerrac. Under the heading of Industrial Mobilization, the 
budget estimate calls for $5,618,000 as compared with $2,016,000 ap- 
propriated for the fiscal year 1954, or an increase of some $3,600,000. 
Is this increase primarily due to the fact that you have now reached 
the point in the buildup and mobilization whereby you have equip- 
ment and supplies and tools for industrial development that require 
care and preservation and handling that you have not had before? 

Admiral Soucek. That is correct. 

Mr. Osterrac. That is the gist of it? 

Admiral Soucek. Yes, sir. 

a OsvertaG. But this relates to the area of aeronautics; does it 
not 

Admiral Soucek. It does, sir. 

Mr. Osrerrag. Strictly an aeronautical proposition ? 

Admiral Soucek. Yes, sir. 


OPLIGATIONS AND EXPENDITURES 


Mr. OstertaG. Do you have any unobligated and unexpended funds 
in this field of industrial mobilization that will be carried over into 
the fiscal year 1955 % 

Mr. Mepiin. We do not. The status of this particular activity, as 
of January 31, 1954, is $1,811,000 obligated and committed. Of that 
$1,800,000, $1,230,000 represents actual obligations. There will be no 
unobligated balance. 

Mr. Osrerrac. In your justifications you point out that through 
the fiscal year 1954, $6 million will be expended on this project, re- 
ferring to industrial preparedness measures; is that correct ? 

Captain Currer. Yes, that is correct. 

Mr. Osrerrac. In other words, the amount appropriated both in 
1953 and 1954 was expended in fiscal year 1954. 

Captain Currer. Yes, sir. 

Mr. Ostertac. You contemplate that your obligations for fiscal 
year 1955 will be approximately $1.7 million ? 

Captain Currer. Yes, sir. 

Mr. Ostertac. May we conclude then that the $6 million expended 
in this past year has fairly well taken care of this aspect of the 
program ¢ 

Captain Hirscn. I think it is important to note that that $6 million 
covers only one specific project. 

Mr. Ostertaa. Yes. 

Captain Hirscn. It has been our largest project to date in the whole 
industrial preparedness area and, I might add, our most successful one. 

Mr. Osrerrac. In this project, under your justifications, it lists 10 
contracts with industry for the improvement of manufacturing meth- 
ods, with $400,000 allocated to the continuation of development of 
mechanized production of electronics equipment; through 1954, ap- 
proximately $6 million will have been expended on this project. Is 
that the project? 
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Captain Currer. That is correct. 

Mr. Ostrerrac. And the 10 contracts are for the improvement of 
manufacturing methods; is that the sum and substance of it ? 

Captain Currer. That and the saving of critical materials, Mr. Os- 
tertag. 

Mr. Ostertac. What is the difference between the maintenance of 
reserve plants and maintenance of production equipment reserve / 

Captain Currer. Maintenance of reserve plants relates to complete 
plants, with land, structures and tools. 

What was the second part of the question ? 

Mr. Osrerrac. The difference between the maintenance of produc- 
tion equipment reserve, and maintenance of reserve plants? Are they 
plants and overall facilities, or tools? 

Captain Currer. The plants are complete units with land, struc- 
tures and tools. There is also a reserve of tools over and above those 
installed in specific plants. 

Mr. Osterrac. In other words, under maintenance of production re- 
serve equipment in storage and caring for equipment on hand? 

Captain Currer. That is correct. 

Mr. Osrertrac. The property of the Navy ? 

Captain Currer. In both instances, Mr. Ostertag. 

Mr. Osrerrac. You point out in your justification under these re- 
serve plants, that the plants will be operated during 1955 by private 
contractors at substantially less than capacity, and that the contractor 
will absorb a proportionate part of the maintenance and overhead 
costs, but that the Navy must stand the expense of maintaining the 
unused space and machine and tool installation in a standby status. 

Are all of these contractors dealt with on the same basis? Is there a 
policy, rule, some guide or yardstick by which you handle such matters 
or is this just a situation whereby you negotiate with each contractor 
individually, depending on the circumstances? 

Captain Currer. Up to now, sir, we have negotiated with each 
contractor separately. Recently, we were able to work out an agree- 
ment with the Bureau of Yards and Docks, which is the Navy’s real- 
estate administrator, establishing a basis on which we feel all contrac- 
tors can be treated alike. Under this agreement, the manufacturer 
will be charged a percentage for the machine tools and other govern- 
ment owned equipment used by him. 

Mr. OstertaG. Are these Government-owned plants we are speaking 
of at the moment? 

Captain Currer. Yes, sir. 

Mr. Osrertrac. While we have Government-owned plants that we 
are renting, or have turned over to private industry, by the same token, 
are we utilizing plants that we rent from industry ? 

Admiral Soucrex. No, sir. 

(Off-the-record discussion.) 


MAINTENANCE OF PRODUCTION EQUIPMENT RESERVE 


Mr. Osrertac. Under maintenance of production equipment reserve, 
I understand that this item covers strictly the preservation of equip- 
ment that is owned by the Government? 

Captain Currer. That is correct. 
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Mr. Ostertag. So that the maintenance of it deals specifically with 
the storage and the proper care of it on a mobilization standby basis; 
is that the substance of it? 

Captain Currer. Yes, sir. 

Mr. Osrertac. You point out in the justifications that $566,000 is 
budgeted to maintain tools for privately owned plants, in accordance 
with the principle that adequate preparedness for rapid mobilization 
demands that tools, temporarily in excess of requirements, be retained 
in the localities in which they are to be used when mobilization occurs. 

As I understand it, this refers to tools owned by the Government 
which will be kept in privately owned plants, the reason being that 
of readiness, in the event there was a greater buildup, you would 
have in the area, and in the plants and in the territory standby readi- 
ness for increased production should your requirements call for it. Is 
that correct? 

Captain Currer. That is correct, sir. 

Mr. Ostertac. Why does it take such a tremendous amount of 
money to preserve this equipment ¢ 

Captain Currer. The cost of preservation runs approximately $200 
a tool, 

Mr. Osrerrac. For the record, what is a tool? That is, regardless 
of size? 

Captain Currer. I have been speaking here of major machine 
tools, such as lathes, milling machines, drill presses, and other general- 
purpose tools of similar nature. Some are large and some small but 
the preservation cost averages out to about $200 each. 

Mr. OsrerraG. This is carried on by private enterprise ? 

Japtain Currer. Yes, sir; under contract. 

Mr. Osrertac. How do you determine the value of this service? 

Captain Currer. To date there have been relatively few companies 
skilled in the art of doing this type of work. We have had to take 
a fair figure to start with and worked down from that to the point 
where the cost figures now are approximately $200. We hope to 
reduce it still further. 

Mr. Osrterrac. In your negotiations with private industry, I take 
it, you have had very little, if any, opportunity to make comparisons 
by areas, for the reason that you are dealing with one plant here, and 
another plant there, in remote parts of the country; therefore, there 
is no opportunity for competition / 

Captain Currer. That might be partially true in some cases, but we 
do compare our figures with similar Air Force and Army contracts. 

Mr. ecaunen: Now that this operation is finally coming into being 
in fiscal year 1955, what is your estimate as to the future in relation 
to the cost of this particular phase of operation? Will it be a con- 
stant annual cost, or will this year’s operation fairly well meet this 
preservation operation ? 

Captain Currer. I expect we will find, in the future, that it will 
level off at a somewhat higher figure than this, depending on the 
volume of aircraft production then in relation to that which we now 
have. It will depend entirely on the aircraft programs authorized in 
future years. 

Mr. Ostertac. What happens when all of this reserve falls into a 
category of obsolescence? 
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Captain Currer. We hope we can keep it current. 

Admiral Soucek. We will attempt to continue to keep the equip- 
ment modern. 

Mr. Osrerrac. Is the purpose of this operation, in part, to keep 
the equipment modern? 

Captain Currer. There is no estimate here for that but it is in the 
long-range program. Funds for modernization will come from the 
$250 million appropriated in 1954 to the Secretary of Defense and 
discussed here last Thursday. 


Goutpep Ovurrirrine 


Mr. Wiceiesworrn. Budget activity 10 is for guided missile out- 
fitting. It calls for $10 million or $1,782,000 more than in the cur- 
rent fiscal year. It is covered in pages 44 to 46 of the justifications 
and is broken down into missile test equipment and missile handling 
equipment. The budget justification indicates that— 

Squadrons scheduled for missile evaluation or missile operations must be out- 
fitted with specialized equipment to handle and functionally test the missile, as 
must the logistic support units which prepare the missiles for fleet use. 

The confidential supplement contains two tables broken down into 
missile test equipment, and missile handling equipment, showing types 
of equipment, quantity, unit costs, and total cost in each instance, ag- 
gregating the total of $10 million. 

ave we gone far enough along to see any reduction in units costs in 
this type of equipment ? 

Captain Metscer. We are getting a significant reduction in costs, 
Mr. Chairman, and we expect to again this year. That is what we 
indicate in the difference between costs in 1953 and 1955. 

Mr. WiccieswortH. Yes; I notice there is a reduction of $5 million 
as compared with 1953 and that you say is largely due to reduction in 
unit cost ? 

Captain Merscer. Yes. However, a portion of that is due to a 
difference in total numbers of equipment being ordered. 

Mr. WiceieswortH. Any questions on budget activity No. 10, Mr. 
Sheppard? 

OPERATIONAL TEST SETS 


Mr. Suepparp. To way the record only, because you have already 
covered it rather extensively. 

On page 13 you have a specific breakdown of the operational test 
sets, and you say you require 11 units, costing $288,048 each. Will 
you give me a definition of what you mean by operational test sets, 
Captain ? 

aptain Merscrer. The operational tests, Mr. Sheppard, are the 
“go” and “non-go” tests for the complete missile. 

os gecomeegeey Off the record, will you define for me just what you 
mean 

(Off-the-record discussion. ) 

Mr. Sueprrarp. Now, for the record, define what is a test set op- 
eration ? 

Captain Merscer. The operational test set is a coordinated assort- 
ment of equipment which is used to test the whole missile just prior to 
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use, the principal result of which test is to show whether the missile 
is good for use or the missile is not good for use. 


MAINTENANCE TEST SET 


Mr. Suerrarp. And would the same definition apply to mainte- 
nance ¢ 

Captain Merscer. In the case of the maintenance test set, the in- 
formation obtained from the tests is much more complete. It tells 
what part of the missile is faulty and econ | in what respect that 

art is faulty. The maintenance test set is used by maintenance eche- 
foe instead of by the operating squadron. 

Mr. Sueprarp. And the same general definition would apply to 
guidance tests ¢ 

Captain Merseer. Yes, sir. 

Mr. Suerparp. No further questions, Mr. Chairman. 

Mr. WiccieswortH. The committee will recess until 2 p. m. 


(AFTERNOON SESSION ) 
Supporting EquirMent, MATERIEL, AND SERVICES 


Mr. Wiceteswortu. The committee will come to order. We will 
turn to budget activity No. 11, entitled “Supporting Equipment, Ma- 
teriel and Services,” reflecting an overall request of $116,191,000, or 
$5,520,000 in excess of the sums available in the current fiscal year. 
This activity is covered in pages 47 to 58 of the justifications, and is 
broken down into 11 projects on page 47 of the justifications. Of 
those 11 projects, 5 reflect substantial decreases and 3 reflect identical 
amounts in both fiscal 1954 and fiscal 1955. There are substantial 
increases in project 11d, “General ground equipment”; in kia 11f, 
“Photography”; and in project 11i, “Technical antisubmarine 
materiel.” 

The justifications state that— 

This activity is comprised of a group of programs which finance equipment, ma- 


terials, and services required in the general support of naval aviation missions 
and not budgeted elsewhere in the aviation estimates. 


And that— 


Each of the programs included is directly related to one or more of the following 
factors: (a) Deliveries of aircraft and related aviation materiel, (b) aviation 
training, (c) character of projected aircraft operations, and (d) number of car- 
riers and other fleet vessels to be operated. 


GENERAL GROUND EQUIPMENT 


Project 11d, “General ground equipment,” requests $36,988,000 as 
compared with $32,795,000 in the current fiscal year. The justifica- 
tions state that the largest single recurring requirement in this request 
represents an austerely phased funding of replacement of automotive, 
construction, railroad, and materials-handling equipment at existing 
stations, which item is budgeted at a total net requirement, after de- 
ducting disposition allowances, of $10,705,400. What is the com- 
parable figure for the current fiscal year ? 

Mr. Mepurn. Mr. Chairman, the comparable figure for the current 
fiscal year is $11,327,833. 

Mr. WiceieswortH. Reference is made to the fact that “approxi- 
mately 53 percent of the current vehicle inventory is eligible for re- 
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placement at this time” and that “replacements budgeted for fiscal year 
1955 in these categories represent only 8 percent of the total inven- 
tory.” Also that “other replacement requirements relate to aircraft 
rescue boats and general station collateral equipment.” 

Have you any breakdown of this $36,988,000 figure overall ? 

Admiral Soucek. Yes, sir; we have. 

Mr. Wicciesworrn. Is there any reason why this breakdown should 
be treated as confidential ? 

Admiral Soucek. I think that could be unclassified, Mr. Chairman. 

Mr. WiccieswortH. Without objection we will insert in the record 
the table that has just been handed me, 2 pages in length, which breaks 
this $36,988,000 request down into 12 categories. 

(The table referred to is as follows :) 


AND Factniries, Navy 


Budget project 11d, general ground equipment, budget estimate for fiscal year 19 


| 
eplace- aw 152| Totalnet |Augmen- 
ments allow- | replace- | tations Net total 
ance | ment | 
1, Automotive, construction, railroad, and | | 
materials-handling equipment for re- | | 
placements at existing stations: } | 
(a) General-purpose trucks and trailers $2, 810, 548 | $141,170 | $2, 669, 378 | 0 | $2, 669, 378 
(6) Refuelers, fire-fighting trucks, and | | } 
other specialized equipment_...._| 3, 129, 090 91,490 | 3,037, 600 | 0 3, 037, 600 
(c) Railroad equipment . dj 0 0 | 0 0 0 
(d) Construction and weight-handling | | } } 
equipment ----| 3,616,900 | 151,055 | 3, 485,845 | $152, 000 3, 617, 845 
(e) Materials-handling equipment. __- 1, 454, 677 74,100 | 1, 380, 577 | 0 1, 380, 577 
Total of (a), (6), (e), (d), and (e) | 
above 11, O11, 215 | 457, 815 | 10, 553, 400 | 152,000 | 10, 705, 400 


2. Modernization and major rehabilitation of | 
specialized automotive equipment... 250, 000 


3. Activation of new stations: | | i | 


(6) 965, 827 
4. Collateral equipment (major sieiiselcealt atid 1, 813, 150 
(a) Public works collateral and main- | 
(c) Office machines and furniture, in- | 
eluding requirements for fleet | | 
squadrons in accordance with | 
authorized allowance 675, 000 
(d) Galley and laundry equipment... 225, 000 
Total of (a), (6), (¢), and (d) | | 
5. Boat maintenance (aircraft rescue)____- 4 ” 798, 000 


6. Procurement of aircraft rescue boats for | 
replacement purposes. 


7. Trucks, tractor, 5-ton, 6 by 6, M52, for 


| 
classified missile project (18, at $12,675) | 228, 150 
8. Plane-spotting tractors for attack class | 
carriers (26, at $15,000) | 


| 
9. Section M rolling stock for marine aviation | 
units—major replacements and defi- 
ficiencies for 3 marine air wings 

10. Bulk fuel systems, advanced base, type, | 

for 3 Marine air wings (75, at $30,000 | 

11. Section M rolling stock for deployable | 


| 390, 000 
| 
11, 733, 567 


2, 250, 000 


12. Collateral and automotive equipment for | 
1 each H-22 and H-23 components for | | 


Total fiscal year 1955 budget O00 
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MODERNIZATION AND MAJOR REHABILITATION OF SPECIALIZED 
AUTOMOTIVE EQUIPMENT 


Mr. WiccLeswortu. You have $250,000 in here for modernization 
and major rehabilitation of specialized automotive equipment. What 
is the corresponding figure for that in the current fiscal year ’ 

Captain Hirscn. That figure was $951,000. 


ACTIVATION OF NEW STATIONS 


Mr. Wiceteswortu. And the third item is “Activation of new sta- 
tions,” for which you are asking $1,813,150. What is the comparable 
figure for the current fiscal year? 

Captain Hirscn. Last year it was $3,500,000. 


COLLATERAL EQUIPMENT (MAJOR REPLACEMENTS ) 


Mr. Wiceteswortu. For collateral equipment (major replace- 
ments) you request $2,500,000. What is the comparable figure for 
that in the current fiscal year? 

Captain Hirscu. For 1954 it was $1,737,427. 

Mr. WiceteswortH. Why the increase in that item? 

Captain Hirscu. There is roughly a $100,000 increase in public 
works collateral and maintenance equipment. In quarters furnish- 
ings there is an increase from $278,000 to $650,000. In office machines 
and furniture there is an increase from $170,000 to $675,000. And in 
on and laundry equipment there is a decrease from $481,000 to 

225,000. 

Mr. WiaciteswortH. Why those increases in respect to quarters fur- 
nishings and office machines and furniture? 

Mr. Franx. Last year we were aiming to pick up considerable 
equipment from maa because of decreases in other agencies. We 
are finding it increasingly hard this year to pick up any surpluses. 
Most of the dollar increase is due to the fact that we utilized a great 
deal of excess equipment last year. 

_ Wicecieswortu. Your overall personnel is coming down, is it 
not 

Mr. Frank. Yes, sir; but there is a rated replacement each year of 
about $2.5 million. In the past year we got an estimate at the be- 
ginning of the year from all stations. Actually it amounted to better 
than $4 million, but we screened it down to $2.5 million. 

Mr. Wiccieswortn. It is not clear to me why you have this very 
substantial increase in quarters furnishings and office machines and 
furniture with a decrease in personnel. 

Mr. Frank. I can give you examples, Mr. Chairman. The furni- 
ture wears out at a normal rate each year. This year we were for- 
tunate enough to pick up a considerable amount of equipment from 
Atomic Energy in New Mexico to replace some of our equipment and 
furniture which had been worn out. There is no such source in 
prospect for 1955. 

Mr. Wiceieswortn. Are you contemplating obtaining more quar- 
ters furnishings and more office machines and furniture in 1955 than 
in 1954? 

Mr. Frank. It will be about the same, sir, if you add the surplus 
equipment to the equipment we had to buy. 
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Mr. WigGLeswortn. The same amount overall for both items and 
the difference between the 2 figures in the 2 years in each instance, you 
say, represents what you were able to obtain this year from other 
Government activities? 

Mr. Frank. Yes, sir. The actual items, the number, will be about 
the same, Mr. Chairman. 


BOAT MAINTENANCE (AIRCRAFT RESCUE) 


Mr. WiccLeswortH. For boat maintenance (aircraft rescue) you 
are asking for $798,000. What is the corresponding figure in the 
current fiscal year ? 

Captain Hmscu. For 1954 maintenance of aircraft rescue boats was 
$44,000. 

Mr. WicetEeswortu. Why that increase? 

Mr. Frank. Those are repairs on about an 18-month rate. Last 
year we did not get many. Every other year there is a higher mainte- 
nance than the year previous. We should in 1956 go down again. 


PROCUREMENT OF AIRCRAFT RESCUE BOATS FOR REPLACEMENT PURPOSES 


Mr. WiccLeswortu. For procurement of aircraft rescue boats for 
replacement purposes you request $2,725,000. What is the correspond- 
ing figure for the current fiscal year? 

Captain Hirscu. It is $1,100,000. 

Mr. Wiacteswortu. Why that increase? That is a 150-percent 
increase. 

Mr. Frank. All our aircraft rescue boats are over age. They 
should all be replaced. However, we are trying to replace them on a 
phased basis. Plans and specifications for some classes of boats were 
not available in fiscal year 1954, but we will be able to go ahead with 
procurement next year. 

Mr. WiccLeswortu. Give me the comparable figures for the re- 
maining items here. You request $228,150 for 18 each, trucks, trac- 
tors, and so forth. What is the comparable figure for the current 
fiscal year? 

Captain Hirscu. I do not have that figure here. 

Mr. Wicoteswortu. Please supply that for the record. 

(The information requested is as follows :) 

The amount of of $228,150 is for a new requirement in 1955 and covers the pro- 


curement of eighteen 5-ton tractors for use aboard carriers in the towing of mis- 
sile-launching equipment. There was no comparable item in 1954. 


PLANE-SPOTTING TRACTORS FOR CVA, CVB, AND CV CARRIERS 


Mr. WiceteswortH. What about the next item, $390,000 for plane- 
spotting tractors for CVA, CVB, and CV carriers? 
Mr. Frank. Last year we spent $3,593,000 on that. 


SECTION M ROLLING STOCK FOR MARINE AVIATION UNITS 


Mr. Wiccieswortn. The next item is “Section M rolling stock for 
Marine aviation units, major replacements and deficiencies for 3 
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Marine air wings,” for which you request $11,733,567. What is the 
comparable figure for that in the current fiscal year ? 

Mr. Frank. It is $11,092,000, Mr. Chairman. 

Mr. WiceiteswortH. What is that $700,000 increase for? 

Mr. Frank. We replace vehicles on an age criterion. Most of the 
vehicles are World War II vehicle. Some are replaced on a 12-year 
cycle. 

Are these combat vehicles? 

Mr. Frank. They are tactical vehicles. The vehicles are now at 

the age at which replacement is necessary. 


BULK FUEL SYSTEMS 


Mr. Wiceirsworrn. The next item is “Bulk fuel systems, advanced 
base type, for three Marine air wings.” 75 at $30,000 each, or a total 
request of $2,250,000. What is the comparable figure for that for the 
current fiscal year? 

Mr. Frank. It was zero last year. That is a new requirement. 

Mr. WiccteswortH. Tell us something about that. 

Mr. Frank. It is a portable bulk fuel system that. was evaluated in 
Korea and found to be very successful in combat. It contains a rub- 
ber tank, hose, pump, filter separators, and dispensing units. 
Each system costs $30,000 and the Marines need 75 of them. 

Mr. Wiaciesworrn. What have you been using? 

Mr. Frank. We have been depending on drums loaded right from 
the ships, which is very slow and inefficient and very vulnerable to 
attack. 

Mr. Wiecieswortn. One of these systems will be set up permanently 
at each base? 

Mr. Frank. Yes, sir, for each squadron. 


SECTION M ROLLING STOCK FOR DEPLOYABLE NAVY FLEET UNITS 


Mr. Wiceieswortn. The next item is “Section M rolling stock for 
deployable Navy fleet units,” for which you request $3,464,938. What 
is the comparable figure for that ? 

Mr. Frank. Zero last year. 

Mr. Wiccreswortn. This is also a new requirement? 

Mr. Frank. Yes, sir. 

Mr. Wicoteswortn. What is it? 

Mr. Frank. That is for 2 Navy fleet units, 1 for the east coast and 
1 for the west coast. These units are readily deployable for training 
exercises and in case of combat could be deployed in about 10 days. 

Mr. Wiceieswortn. Units of what? 

Mr. Frank. Navy Fleet Service squadrons. 

Mr. Wiceteswortu. What is the rolling stock? 

Mr. Frank. Tactical equipment, sir. 


INSPECTION 


Mr. Wicetrswortn. For project lle, “Inspection,” there is re- 
quested $15,500,000, the same as the current fiscal year. Is that for 
personnel or what is it for? 

Captain Hirscn. It provides for civilian salaries, which is the prin- 
cipal item, civilian travel, automobile maintenance, postage, and gen- 
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eral administrative expense for our Bureau of Aeronautics repre- 
sentatives’ offices located at various industrial plants to perform in- 
spection functions for naval aviation material and also for Air Force 
aviation materiel. 

Mr. WiccLesworru. What is the personnel contemplated in respect 
to inspection in fiscal year 1955? 

Captain Hirscu. Civilian personnel? It is the same as last year. 

Mr. Mepuin. The number is 1,727, Mr. Chairman. 

Mr. WicGiesworrin. How does that compare with fiscal 1954 and 
fiscal 1953? 

Mr. Meputn. The inspection program for the current fiscal year is 
the same, 1,727. 

Mr. Wiacteswortu. Do you have a 1953 figure? 

Mr. Mepirn. The 1953 figure I do not have, sir, but will supply. 

Mr. WiceLeswortu. Will you supply that, please, for the record? 

Mr. Mepiin. Yes, sir. 

(The information requested is as follows :) 


Firscal year 1953 year-end inspection employment, 1,684 civilians. 


Mr. Wicetesworrn. I was under the impression that as a result of 
various steps taken it was going to be possible to cut down on our 
inspection personnel. 

‘aptain Hirscu. The number of inspection personnel required ties 
in with the levels at which aeronautical equipment is being produced 
in the plants over which we have cognizance. We will be having 
sizable deliveries of Air Force materiel in fiscal 1955, as well as large 
deliveries of equipment for the naval aeronautical organization. Our 
estimate is geared to delivery levels. We have actually made sub- 
stantial saving and have reduced our costs in this area relative to 
the quantity of equipment being accepted. These estimates reflect a 
level inspection program in the fact of a rising quantity of materiel 
being delivered. 

Mr. Wicerrsworth. You mean there is more to be inspected in 
fiscal 1955 than in fiseal 1954? 

Captain Hirscn. Yes, sir. 

Mr. Wiaeiresworti. When you revise your remarks put some fig- 
ures in the record please that will show the workload for the 3 years 
for comparison with the personnel in this field for each year. 

Captain Hirscn. Very well, sir. 

(The information requested follows :) 


Comparison of inspection workload and inspection employment 


1953 1954 1955 


Dollar value of aeronautical material inspected (in thousands).| $2, 657, 000 $3, 262, 000 $4, 013, 000 
1, 727 


PHOTOGRAPHY 


Mr. Wiceteswortu. Project 11f, “Photography,” shows an increase 
from $7,400,000 for fiscal 1954 to $9,880,000 for fiseal year 1955. Why 
do we need that big increase for photography ? 

Captain Hirscn. About half of our request, Mr. Chairman, is re- 
lated to cameras for the airplanes being delivered during this period. 


506 


We have a decrease in funds requested for equipment, supplies, and 
training films, a saving of $392,000, but we have an ola increase 
because of the higher estimate for aircraft cameras. 

Mr. Wiceiesworrn. You mean the 33-percent increase is all due 
to the increase in cost of cameras? 

Captain Hmscu. Yes, sir; our camera program is the only area in 
the estimate which has an increase. 

Mr. WiccLesworrn. How many cameras does this contemplate 

uiring ? 

r. Lewis. About 3,500, sir. It is more the number of cameras 
than the unit cost that accounts for the difference in amounts between 
the 2 years. 

Mr. Wicaieswortu. 3,500 cameras at the average unit cost of what? 

Mr. Lewis. Somewhat in excess of $1,000, sir. This average repre- 
sents quite a spread by type of camera. Some are as low as $125 and 
some as high as $7,397. 

Mr. Wice_eswortH. How many cameras did we acquire in the cur- 
rent fiscal year ? 

Mr. Lewis. In the current fiscal year, sir, about 1,000; somewhat 
under that. 

Mr. Wiceieswortn. So the diference is 2,500 cameras at $1,000 
roughly, apiece, or $2,500,000. 


TECHNICAL ANTISUBMARINE MATERIEL 


Mr. Wiccieswortn. For project 11i, “Technical antisubmarine ma- 
teriel,” you request $8,500,000, an increase of $1,439,000 over the cur- 
rent fiscal year. What is the story there? 

Captain Hirscu. This increase is due to the procurement of quanti- 
ties of greatly improved detecting devices, which accounts for an 
increase of $1,439,000. 

Mr. Wiccirsworrn. More materiel and higher unit cost both? 

Captain Hmscn. It is due to the higher cost of the new type of 
sonobuoy. Off the record. 

(Discussion off the record.) 


FLEET PERSONNEL COSTS 


Mr. Wiceiesworrn. Project 11k, “Fleet personnel costs” reflects a 
request of $4 million, a decrease of $364,000 as compared to the cur- 
rent fiscal year. What does that cover? 

Captain Hirscu. This provides for temporary additional duty costs 
of military personnel assigned to Fleet Air commands, and to Fleet 
aviation squadrons and units. It is the per diem and other costs 
for the transfer of Fleet aviation personnel engaged in ferrying air- 
craft, rotational duty assignments, attending training schools, or par- 
ticipating in other training duty when it is necessary to return them 
to their regular unit. 

Mr. Wicetrswortn. Do you have a recent obligation figure against 
the $110,671,000 that you had in 1954? 

Mr. Mepiin. Yes, sir, we do. The total obligated and committed 
as of January 31 is $87,598,000. 

Mr. Wiceteswortu. Of which how much is obligated ? 

Mr. Mepirn. $44,810,158, sir. 
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Mr. Any questions on budget activity No. 11? Mr. 
Ostertag ¢ 

Mr. TO Right on the same point Mr. Wigglesworth just 
raised, what do you estimate will be your unexpended unobligated 
balance as of June 30? 

Mr. Mepuin. All of the 1954 money will be obligated by June 30, sir. 


CATAPULTS AND ARKESTING GEAR 


Mr. Osterrac. Under the heading of “Catapults and arresting 
ear” does that mean, Admiral, that there have been a number of 
improvements and that all existing facilities will be equipped with new 
designs and new machinery of so-called arresting gear and catapults? 
Admiral Soucek. It means that there have been improvements but 
not all of our ships will be equipped with latest devices. Captain 
Fawkes can give you more detail on that. 

Captain Fawkes. There are 6 carriers of the /’ssea class and 1 of 
the Midway class being concerted under major conversion programs. 
These will be completely modernized insofar as their size and capacity 
makes possible. Here we are budgeting for less extensive improve- 
ments to carirers not covered by these major conversion programs. 

Mr. Osrertac. I am trying to determine whether or not your car- 
riers will be modernized by conversion of catapults and arresting gear. 
Is it possible to modernize existing carriers with this type of 
equipment ? 

Captain Fawkes. It is possible to improve them to a certain degree, 
and that is what we are trying to do. The H-8 catapult, for one 
thing, will give us a significant operational advantage over our present 
equipment. 

Mr. Ostertac. Would that properly come within this budget activ- 
ity or would it come under conversion ¢ 

(Discussion off the record.) 


FLIGHT CLOTHING 


Mr. Osrerrac. Under project 11e, “Flight clothing,” as I under- 
stand this budget item, or project, covers flying suits, anti-exposure 
hood-vest combinations, anti-exposure gloves, pressure suits, im- 
proved protective helmets, goggles, face masks, and similar special- 
issue equipment. 

Admiral SouceK. That is correct, sir. 

Mr. Osrertaa. On or off the record, what is the number of personnel 
that will be involved ? 

Admiral Soucek. Off the record, Mr. Chairman. 

(Discussion off the record.) 


GENERAL GROUND EQUIPMENT 


Mr. Osrertac. There is a substantial increase under the “General 
— equipment” project, which calls for funds.for tactical vehicles 
or Marine aviation units, equipment for spotting planes aboard car- 
riers, and general equipment required in the operation of shore facili- 
ties. It includes crash equipment, trucks and special-purpose vehicles, 
and so forth. Is the increase requested for this project due to the 
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increased stimulated production of planes and general naval aviation 
as provided in the budget this year? J mean, is it a part of a balanced 
program which calls for more money this year due to increased avia- 
tion activities ¢ 

Admiral Soucek. It is, sir. There are 4 high priority nonrecur- 
ring requirements that account for $18 million of this total, particu- 
larly $15 million for tactical vehicles for the Fleet Marine air wings 
and $2 million for bulk fuel systems to be used in forward areas. 
These account for the sharp increase this year. 

Mr. Osrertac. In part, you have answered the question, now I 
would like to know whether or not all of this general project is a 
continuing operation or is it one when established the overall cost 
will substantially decrease ¢ 

Admiral Soucek. I think it is a program that should stabilize, but 
just as in this request, there will be other nonrecurring requirements— 
probably not as sizable as this—that undoubtedly will come along to 
keep it from being a level program. Insofar as our vehicles are con- 
cerned, we are endeavoring to buy new ones in a manner that will 
permit it to level out rather than to have large sige and valleys in 
our requirements from year to year. Photographic requirements, on 
the other hand, are more likely to be affected by new developments, 


PHOTOGRAPHY 


Mr. Osrerrac. Under photography, Admiral, like in every other 
field, there will be new developments and new requirements, but to 
expend in 3 years’ time about $30 million for photography equip- 
ment seems like a lot of photography, although I am sure everyone 
recognizes the importance of photography to our air operations. It is 
just a question of utilization and what happens to all of this tre- 
mendous amount of photography equipment. I might ask you at 
this point, what happens to the equipment that becomes obsolete? 

Admiral Soucek. It is sold through the surplus-disposal channels, 
provided none of the military services and other governmental agen- 
cies have a use for it. Most of our equipment is worn out before it 
becomes obsolete, however. It gets rather heavy use. 

Admiral CLexron. The $14 million for fiscal 1953 financed all the 
photographs taken in Korea by the naval and marine aircraft over 
there “6 | used for tactical purposes. The years 1954 and 1955, of 
course, do not have Korea in them. One of the major problems was 
that of taking photographs for tactical use from the new high-speed 
jet aircraft. The old cameras would not take photographs with the 
new high-speed jet aircraft, so new cameras had to be obtained. 


FLEET PERSONNEL COSTS 


Mr. Osrerrac. Under project 11k, “Fleet personnel costs,” it was 
not quite clear to me just what that covers. That is military personnel, 
is it not? 

Admiral Soucek. It relates to military personnel, sir. When we 
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have operational squadrons away from their home base on extended 


operations, the crews get a sum provided them each day to defray part 
of their living costs while away from their station. When new air- 
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planes are ready for delivery to a squadron, we must bring our pilots 
to the factory to get them. Transport crews also receive per diem to 
defray a part of their living costs while away from home. 

Mr. Osrerrag. In other words, that represents general expenses 
for personnel in connection with responsibilities of their rotational 
duty assignments, attending training schools, and activities of that 
kind? 

Admiral Soucek. That is right. sir. 

Mr. Osrerrac. There seems to be a slight decrease in that item. 
It would seem to to me, in the light of the increase in general activities 
in this area, that you would require more funds than heretofore rather 
than less. 

Admiral Soucex. There has always been a great deal of attention 
focused on this area to reduce costs in every way possible, Mr. Oster- 
tag. Our request for 1955 reflects our concerted and continued efforts 
to reduce costs in this area to an absolute minimum. 

Mr. Osrerrac. Off the record. 

(Discussion off the record.) 

Mr. Osrerrac. That is all. 


SECTION M ROLLING STOCK FOR MARINE AVIATION UNITS 


Mr. Wiaetesworrn. Does this $11,733,567 under section M, “Roll- 
ing stock for Marine aviation units” represent a completed program 
or is this merely a second installment ? 

Mr. Frank. That is to cover all numerical deficiencies in our Marine 
air wings plus 25 percent replacement of overage vehicles. They are 
outfitted now with World War IT vehicles. 

Mr. Wiccteswortn. Mr. Sheppard, any questions? 

Mr. Suerrarp. No. I think you and Mr. Ostertag have covered 
the situation satisfactorily. 


DEPARTMENTAL ADMINISTRATION 


Mr. Wiccteswortu. Budget activity 12, departmental administra- 
tion, reflects a request of $6,797,000, or an increase of $213,000 over the 
current fiscal year. The justifications state that this activity “sup- 
ports operations carried on in the Bureau of Aeronautics as distin- 
guished from operations carried on in the Aviation Shore Establish- 
ment and in fleet aviation operating squadrons and units.” 


FEDERAL CATALOGING PROGRAM 


There seems to be a decrease in both “Bureau salaries and other 
Bureau expenses” and an increase in the Federal cataloging program 
in the amount of $270,000, for which nothing was required in the 
current fiscal year. What is the reason for the item appearing there 
when it has not appeared there before ? 

Captain Hirscn. The Federal cataloging program is a new pro- 
gram being carried out throughout the Government, and this is the 
first year that the funds have been provided for that purpose. 


510 


Mr. Wiccteswortn. It certainly has been going on more than this 
year elsewhere. 

ee 2 Hirscu. Not the Federal cataloging program, insofar as 
our phase of it is concerned. 

r. Wiccteswortn. Surely the Navy has been doing this work 
prior to 1955, has it not? 

Admiral Soucek. There is renewed emphasis on the cataloging, 
Government-wide, Mr. Chairman. This $270,000 is our share of the 
cost of a departmentwide program. 

Mr. WiccteswortH. I was interested to know why the item is in 
the picture this year when it has not been before. 

Admiral Soucex. This is the first time we have been requested to 
pay any share of the cataloging costs. 

Admiral Ciexton. May I suggest that I pull together the total 
cataloging program and put it in one sheet so that you can see it? 

Mr. Wiceteswortu. That would be very helpful. 

Admiral CLexton. At least 95 percent of our cataloging is done by 
the Bureau of Supplies and Accounts. In view of the additional 
emphasis and the item schedule of the cataloging program, at least 
two or three additional bureaus have a small amount to augment their 
cost. The Bureau of Supplies and Accounts still has at least 95 per- 
cent of the cataloging program. 

Mr. Ostertac. Where did the money show up before for this 
activity ? 

Admiral Ciexton. This particular part of the program was not 
contemplated in the old program. 

Mr. Wiceieswortn. When you pull this together will you please 
give us comparable figures for 1955, 1954, and 1953? 

Admiral Cuiexton. Yes, sir. 

(The information requested follows :) 


Department of the Navy, Federal cataloging program, fiscal years 1953, 1954, 1955 


Appropriation | 1953 | 1954 1955 
36, 000 55, 000 55, 500 
Servicewide 33, 350 25, 150 35, 000 
Aircraft and facilities... - 158, 000 7, 000 270, 000 
Servicewide supply and finance................-..-..-...-.... | 11,029,325 15,321,000 15, 420, 000 
Marine Corps troops and facilities. ............-........ aul 324, 321 440, 000 579, 000 


Mr. WiceteswortH. Any questions on this, Mr. Ostertag? 

Mr. Osrerrac. On the cataloging program, does this $270,000 
which appears under “Departmental administration” mean that the 
cost of the cataloging program for this department is increased by 
this amount? 
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CIVILIAN PERSONNEL 


Admiral Ciexron. It is an overall increase in this year’s cost 
for the cataloging program. It is mostly in the Bureau of Supplies 
and Accounts, but partly in the Bureau of Ships, Bureau of Aero- 
nautics, and the Bureau of Ordnance. 

Mr. OsrertaG. Do you have the figures indicating civilian personnel 
in the Bureau as compared with fiscal year 1954? 

Admiral Soucek. Yes, sir. 

Mr. Mepurn. The average employment in 1954 is 1,176, and in fiscal 
1955, 1,188, an increase of 12, sir. 

Mr. Ostertac. That shows that you contemplate an increase in 
civilian personnel through 1955? 

Mr. Mepirn. The 12 increase is associated with the cataloging pro- 
gram which has just been discussed, Mr. Ostertag. 

Mr. Osrertac. Have you the figures for 1953? 

Mr. Mepurn. Yes, sir; I do, sir. The average for 1953 was 1,151. 

Mr. Osrerrac. There has been a slight increase in the employment 
of civilian personnel while at the same time there has been a decrease 
in your overall costs for salaries in the amount of $51,000. In other 
words, the reduction has been in military personnel rather than civil- 
ian personnel insofar as your salary costs are concerned ? 

Admiral Soucex. No, sir. Those figures he gave you were civilian 
personnel. 

Mr. Mepurn. The reduction dollarwise is in the overtime area. In 
other words, we are reducing the dollars budgeted for overtime em- 
ployment and that results in the decrease indicated. 

Mr. Ostertrac. As I understand it, there is a policy to reduce civilian 
personnel in the Military Establishment and also to reduce the mili- 
tary personnel insofar as possible. I assume that it has not been 
practical or advantageous to reduce the number of civilian employees 
in your Bureau? 

dmiral Soucer. No, sir; we have not been able to do that, but we 
have reduced the number of military personnel in the Bureau. 

Mr. Osterrac. And the $51,000 decrease as compared to fiscal 1954 
is primarily brought about by the elimination of overtime. Is that 
the answer ? 

Admiral Soucex. Yes, sir. 

Mr. Ostertac. That is all. 

Mr. Wiccteswortn. Mr. Sheppard? 

Mr. Suepparp. No questions. 


AVERAGE CIVILIAN EMPLOYMENT 


Mr. WicetreswortnH. I have here a statement of civilian personnel 
for the appnetotion “Aircraft and facilities, Navy,” and without ob- 
jection we will insert it at this point. 
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(The statement referred to is as follows:) 
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Average civilian employment by budget activity, aircraft and facilities, Navy 


Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 
(actual) (estimated) (estimated) 
Man- Man- Man- 
years Obligations years Obligations rears Obligations 
(1) (2) (3) (4) (5) (6) (7) 
Total 180, 393.0 |'$317, 170, 754 |?75,995 |?$314, 521,230 |*74, 585 | $308, 473, 100 
Current-year funds (direct) 78, 1 214, 448 |274, 228 | 2 307,014, 230 |273,774 | 3305, 035, 100 
Prior-year funds. ...........-- 3, 266, 305 618 2, 592, 000 511 2, 153, 
Reimbursements._...--~.------ 7, : 3 690,001 | 1,149 4, 915, 000 300 1, 285, 000 
I, By source of funds. .-.......-- 180, 393.0 | ' 317,170,754 | 75,995 | 314, 521,230 | 74, 585 308, 473, 100 
(a) “operations, 
avy, sub- 
tota wale panes 0 0 0 0 0 0 
(0) Flight operation 
Naval Reserve, sub- 
0 0 0 0 0 0 
(c) Aircraft overhaul, reg- 
ular Navy, subtotal_| 31,869.2 | 130,102,737 | 30,194 | 129, 109,000 | 27,660 18, 274, 000 
Current-year 
funds (direct) _..| 30,803.2 | 125,687,806 | 28,947 | 123,776,000 | 27, 360 116, 991, 000 
Prior-year funds___ 178.9 726, ON 420, 000 0 0 
Reimbursements__ 887.1 3, 688,001 | 1,149 4, 913, 000 300 1, 283, 000 
(d) Aircraft overhaul, 
Naval Reserve, sub- 
We iceedpenenoten 6, 528.1 26, 647,548 | 5,751 24, 592,000 | 6,840 29, 248, 000 
Current-year 
funds (direct)...| 6,491.5 26, 498,658 | 5,732 24,512,000 | 6,840 29, 248, 000 
Prior-year funds__. . 6 148, 890 19 80, 000 0 0 
Reimbursements__ 0 0 0 0 0 
Station operations, 
R Navy, sub- 
aaa 32, 914.7 119, 301, 333 | 30, 861 117, 920, 000 | 30,835 117, 821, 000 
Current-year 
funds (direct). ..| 32,914.7 | 119, 301,333 | 30, 861 117, 920, 000 | 30, 835 117, 821, 000 
Prior-year funds - - 0 0 0 0 0 0 
Reimbursements... 0 0 0 0 0 0 
operations, 
Naval Reserve, sub- 
tal 
Current-year 
funds (direct) -- 
Prior-year funds - - 
Reimbursements 
(9) Alteration and_re- 
placement of facili- 
ties, subtotal 3, 218, 408 
Current-year 
funds (direct) 1, 488, 761 
Prior-year funds__ 1, 729, 647 
Reimbursements 6 
(h) Research and devel- 
opment, subtotal ____ 115, 668, 764 3 16, 312, 100 
Current-year 
funds (direct) _ -- 115, 060, 646 315, 641, 100 
Prior-year funds 68, 118 71, 
Reimbursements. 0 


(i) Industrial mobiliza- 
tion, subtotal 


291, 764 


Current-year 
funds (direct) 
Prior-year funds - - 


Reimbursements 


291, 764 
0 
0 


See footnotes at end of table. 


|| 

8,00 

0 0 0 0 0 

| 0 0 0 0 0 
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Average civilian employment by budget activity, aircraft and facilities, Navy—Con. 


Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 
(actual) (estimated) (estimated) 
Man- Man- Man- 
years Obligations years | Obligations years Obligations 
(1) (2) (3) (4) (5) (6) (7) 
I. By source of funds—Con. | 
(j) Guided missile outfit- | 
ting, subtotal. 0 0 0 | 0 0 0 
(k) Supporting equip- 
ment, material, and 
services, subtotal._..| 2,179.1 $9, 807, 006 2,295 | $10, 545, 000 2, 314 $10, 633, 000 
Current-year 
funds (direct)...| 2,165.5 9, 754, 286 | 2, 246 10, 332,000 | 2, 288 10, 524, 000 
Prior-year funds _ _ 13.6 52, 720 49 213, 000 26 109, 000 
Reimbursements _- 0 0 0 0 0 0 
(1) Departmental admin- 
istration, subtotal... 1,151.2 6, 132, 424 1,176 6, 193, 000 1, 188 6, 198, 000 
Current-year 
funds (direct)...| 1,151.2 6, 130, 424 1,176 6, 191, 000 1, 188 6, 196, 000 
Piior-year funds - - 0 0 0 0 0 
Reimbursements.- 0 2, 000 0 2, 000 0 2, 000 
II. By ceiling control. ...........- 80, 393.0 | 317,170, 754 75, 995 314, 521, 230 | 74, 585 308, 473, 100 
(a) Under own ceiling 
_, fee 79, 472.8 | 313,222,953 | 75,125 | 310,715,000 | 73,703 304, 603, 000 
(6) Under other ceiling 
CRS 920. 2 3, 947, 801 870 3, 806, 230 882 3, 870, 100 


1 Fiscal year 1953 includes 42 man-years and $192,544 chargeable to this appropriation but allocated to 


other agencies. 


2 Fiscal year 1954 includes 14 man-years and $61,230 chargeable to this appropriation but allocated to 


other agencies. 


3 Fiscal year 1955 includes 26 man-years and $125,100 chargeable to this appropriation but allocated to 


other agencies. 


Civilian employment—management basis, on board at the end of the fiscal year 
Bureau of Aeronautics 


June 30, 1954 (estimated) |June 30, 1955 (estimated) 


June 30, 1953 (actual) 
Source of funds vt 
Total |Graded| Total |Graded| | ‘Total |Graded| 
(1) (2) (3) (4) (5) (6) (?) (8) (9) (10) 
I. Total under own ceil- 
ing control... .------- 78, 626 | 21,036 | 57,590 | 77,021 | 21,631 | 55,390 | 75,702 | 21,499 | 54, 203 
II. Under own financial 
and ceiling control, 
subtotal... ........... 76, 948 | 20,549 | 56,399 | 75,194 | 21,102 | 54,092 | 73,875 | 20,970 | 52,905 
1, “Aircraft and fa- 
cilities, Navy’’.| 76,275 | 19,988 | 56,287 | 74,548 | 20,560 | 53,988 | 73,229 | 20,428 52, 801 
2. “Aircraft and re- 
lated procure- 
ment, Navy’’.- 673 561 112 646 542 104 646 542 104 
III. Under own ceiling con- 
trol, but financed by 
outside sources, sub- 
i tenadaeneae 1, 678 487 1,191 1, 827 529 1, 298 1,827 529 1,208 


‘ 
| 
| A 
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Mr. Wiceitrswortu. I notice the statement reflects total employ- 
ment of 80,393 man-years in 1953 ; 75,995 man-years in fiscal 1954; and 
74,585 man-years estimated for fiscal year 1955, or a reduction of about 
71% percent in 2 years. As between fiscal 1954 and fiscal 1955 there is 
a saeeine of 1,310 man-years which amounts in dollars to a decrease 
of $6,048,130. Included in that last figure there is an item entitled 
“Reimbursements, $3,630,000.” What does that mean? 

Mr. Lewis. That represents money paid to us, primarily by the 
Coast Guard, for work performed for other agencies. We perform 
work and get duet for the cost of performing that work. 

Mr. WiccteswortH. At the end of the table I notice that you indi- 
cate in 1955 you will be 1,422 man-years under your own ceiling con- 
trol, but 12 in excess of other ceiling control. What does that mean? 

Mr. Lewis. Most of the personnel in this appropriation, Mr. Chair- 
man, are employed at stations in the Aeronautical Establishment. 
Some of the personnel are employed in other parts of the Navy, such 
as in the shipyards. We are reducing personnel in the Aeronautical 
Establishment but because of the emphasis on the new shipboard 
installations, there is a small increase at shipyards covered by this 
particular appropriation. 

Mr. WiceLeswortu. Are there any other questions? 

Mr. Osrertaa. No questions. 

~Mr. Wiecteswortn. If not, we thank you very much, Admiral. 

Admiral Soucex. We greatly appreciated this opportunity to pre- 

sent our program, Mr. Chairman. 


Monpay, Marcu 8, 1954. 
SHIPBUILDING PROGRAM 


WITNESSES 


HON. R. B. ANDERSON, SECRETARY OF THE NAVY 

ADM. ROBERT B. CARNEY, USN, CHIEF OF NAVAL OPERATIONS 

REAR ADM. WALTER G. SCHINDLER, USN, ASSISTANT CHIEF OF 
NAVAL OPERATIONS (READINESS) 


BUREAU OF SHIPS 


REAR ADM. WILSON D. LEGGETT, JR., USN, CHIEF 

CAPT. RALPH K. JAMES, USN, COMPTROLLER 

CAPT. FRED L. RUHLMAN, USN, RESEARCH AND DEVELOPMENT 
PLANNING DIVISION 

LT. J. H. FORBES, USN, FUEL SUPPLY OFFICER, NAVAL GUN 
FACTORY 


OFFICE OF THE COMPTROLLER 


REAR ADM. EDWARD W. CLEXTON, USN, ASSISTANT COMPTROLLER, 
DIRECTOR OF BUDGET AND REPORTS 


Mr. Wiecteswortu. We will now turn to the consideration of the 
shipbuilding program for fiscal 1955. We are very happy to have 
the Chief of Naval Operations, Admiral Carney, with us. — I believe 
he has an overall statement for the committee. We will be glad to 
hear from you, Admiral. 


515 


GENERAL STATEMENT OF ADMIRAL CARNEY 


Admiral Carney. Thank you, Mr. Chairman. I would like to de- 
scribe to you something about the shipbuilding program from the 
standpoint of our operational needs, sir. 

The Navy’s fiscal year 1955 shipbuilding and conversion program 
provides for the construction of 30 new ships, the conversion of 17 
existing ships, the construction of 6,120 tons of service craft and 8,440 
tons of small landing craft. 

The shipbuilding and conversion program for 1955 is not aimed at 
expansion of our naval forces. The funds are requested for modern- 
ization of the Navy by constructing new ships of proven design and 
making conversions to existing ships, which incorporate the new weap- 
ons and equipment required to keep abreast of a rapidly moving era. 
As I remarked to you when I appeared before the full subcommittee 
on February 9, 1954, this program cannot be considered as an average 
annual increment but is a modest increment of the number necessary 
for a straight ship-for-ship replacement of our approved force levels. 
This program will provide some modern fleet units, and in addition 
will insure retention of the Nation’s shipbuilding knowledge, and 
maintaining adequate shipbuilding capacity at the most economical 
cost. 

It was with readiness in mind that at the end of the war in 1945 the 
Navy surveyed its fleet, and evolved a postwar plan which selected 
ships for continued active operation and others for preservation in a 
reserve fleet. This committee very wisely fathered the mothballing 
of our fleet. At the start of the war in Korea in 1950, we were able 
to expand our active fleet by recommissioning ships from a reserve 
status—practically without the benefit of any additional shipbuilding 
during the intervening years. In other words—we were ready. It 
is our duty to retain that readiness. It is to keep that readiness that 
we are recommending this shipbuilding and conversion program. 

The building program includes an attack aircraft carrier, a fourth 
Forrestal if you will, in continuation of our program of maintaining 
adequate airfields at sea from which modern jet aircraft can operate. 
Significant in this regard is the fact that we do not have to secure 
commitments from foreign nations to launch an attack from the decks 
of our fleet carriers. 

Five new destroyers are requested as an increment of a modest. pro- 
gram of replacement of our aging World War II built ships. They 
are generally similar to those authorized in recent years but embody 
latest approved developments in equipment, to combat the snorkling 
submarines, and the high altitude jet bombers, The majority of our 
destroyers were constructed during the years 1942-45 and we face 
block obsolescence in this type within a few more years unless replace- 
ment ships are provided. 

A third nuclear powered submarine, and two submarines with con- 
ventional diesel powerplants, are considered very important in the cur- 
rent program. Asa type, submarines have the shortest life span, and 
the imminence of block obsolescence is even more acute in submarines 
than in destroyers. 
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Eight destroyer escorts have been requested to bolster our antisub- 
marine forces; they will be equipped with the latest attack sonar and 
with target-seeking weapons. ‘I'he need for building new destroyer 
escorts closely parallels the replacement program for destroyers. 

Certain of our current ships have sound hulls and propulsion ma- 
chinery with many years of useful life, but technological advances 
demand that new equipments be placed aboard to improve their capa- 
bilities. Conversion authorization and funding are requested for 17 
ships to bring them up to a standard where their capabilities can be 
more fully realized. 

The principal items in the conversion program are: 

(a) The modernization of a second Midway class carrier including 
the installation of a canted deck, the first Midway conversion having 
been authorized in fiscal year 1954. 

(6) Installation of canted decks during their regularly scheduled 
overhaul periods, on three previously modernized Fssea class attack 
aircraft carriers, to gain improved performance from jet aircraft plus 
the additional safety factor inherent in the canted deck. It is to be 
noted one recent accident on an axial deck carrier accented the need 
for canted decks on all ships operating jet aircraft. The jet plane 
went over the barrier into the parking area and destroyed approxi- 
mately $4 million worth of planes. The elimination of that accident 
would have paid for a canted deck on that ship. The Navy plans to 
install canted decks ultimately in all attack carriers. 

(ce) One conversion of an escort aircraft carrier is requested to 
exploit the improved helicopter to be used by the Marine Corps in 
amphibious landing operations. It is undesirable to deploy the high 
speed attack carriers for this purpose, and it is considered that the 
escort carrier can be converted to provide a ship adequate to support 
helicopters. 

(d) To improve the Navy’s capability in support of continental de- 
fense, we plan to convert 6 destroyer escorts and 4 Liberty hull cargo 
vessels into radar pickets. The conversion of destroyer escorts to radar 
ex pers is a continuation of the program begun last year. The Liberty 

ull pickets are a new concept. 

I submit the Navy’s shipbuilding and conversion program for fiscal 

ear 1955 for inclusion in the record. The prograin will be explained 
in more detail by the several Chiefs of Bureau when they appear to 
present justifications in support of their budgets. 

I have a list here for the record of the types that I have mentioned 
by classes and by numbers. 

As a matter of interest in connection with the types that I have 
mentioned, and this is in addition to what I have in my statement, the 
new nuclear submarine is to be a smaller size than the two previous] 
offered, and we are attempting to develop a nuclear submarine whic 
will have more characteristics of the fleet-type submarine for handling 
and performance. The radar pickets have been authorized in connec- 
tion with the new acceptance of continental defense, and the Navy has 
obligations in the contiguous rate or coverage offshore which will 
involve the use of the pickets of this more limited specific construction 
of the four Liberty ships. 
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The Liberties will be for that type of work but will not have any 
other capabilities. 

The conversion of the CVE for helicoptors will also provide capacity 
for troop > to take place in the amphibious operations, so that it 
will not only provide carriage for helicoptors but also to take care of 
the troops that have to embark on the coasts in connection with the 
new concept of landing. 

The small landing craft, totaling 8,000 tons, are necessary replace- 
ments for the old LCVP of plywood and which have just about reached 
the end of their life and can no longer be repaired. The LSD, landing 
and docking, we are asking for a continuation of the program to pro- 
vide more efficient and greater safety for amphibious forces. 

We also ask for further conversion of one additional submarine 
for the launching of guided missiles. We have two already and this 
is an extension of what we consider to be a very important project. 

And we have, last item, a gas turbine conversion, which is planned 
‘for the development of two particular types of propulsion installa- 
prs which we hope will be given in addition to the speed of the 
others. 

Mr. WiccteswortH. That completes your statement, Admiral ? 

Admiral Carney. Yes. 

Mr. WiccieswortH. Thank you very much, Admiral. 

I notice you state the program of construction, 1955, includes 30 
new ships and the conversion of 17 existing ships. We had previously 
understood, from data submitted, that the number of conversions was 
14; 17 is the correct figure? 

Admiral Carney. That is the correct figure. It was a misprint in 
re first instance, I believe, and corrected in the record. We added 
three. 


Priortry Orver OF SHIPBUILDING AND CONVERSION ProGRAM 


Mr. Wiceieswortu. Have you such a thing as a priority list for the 
ships that are included in the program ¢ 
dmiral Carney. No, I do not have one as such. In our develop- 
ment of the program, we did develop priorities, and we have it listed 
here by priority, but were there to be a reduction in the program, I 


believe it should be restudied ; we should revise the priority. We have 
the list on it. 

Mr. WiceLeswortH. Can you furnish something for the record, such 
as we have had in previous years, indicating the priorities ? 

Admiral Carney. Yes. 
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(The information requested follows :) 
Priority order of proposed fiscal year 1955 shipbuilding and conversion program 


Pri Number | New con- 
it Vessel type of struction or 
vessels jconversion 
sion. 
5 | Auxiliary radar picket (Liberty hull conversion) -__................------ 4 Do. 
7 | CVA attack aircraft carrier (canted deck) ..-___.......-......-..-.-------- 3 Rene 
sion 
8 | CVHA assault helicopter transport (CVE 55 CL)-_.......--_...-.-.--.--- 1 Do. 
10 | LCVP landing craft, vehicle and personnel ---_-_-___..-.__.--...--- PAL. 11,000 Do, 
11 | AM minesweeper (165’) 3 Do. 
12 | LSD dock landing ship 2 Do. 
13 | LST tank landing ship a 8 Do. 
14 | CVA attack aircraft carrier (C VA-41 class) 1 
sion. 
2 Do. 
YRBM submarine repair, berthing and messing barge-----_-- 4 Do. 
YFN covered lighter (nonself-propelled) __......._..- 12 Do. 
YOGN gasoline barge (nonself-propelled) - 2 Do. 
YON fuel oi] barge. 2 Do. 
16 | SSG guided missile submarine 1 Coane 
sion. 
17 | DE escort vessel (gas turbine converted) _................-...------.----- 1 0. 
18,000 tons. 
16,132 tons. 


“FORRESTAL” TYPE CARRIER 


Mr. Wiccresworru. I notice the program includes a fourth For- 
restal type of carrier. Do you care to enlarge on what you said as to the 
importance attached to that particular ship ? 

Admiral Carney. Well, actually, we consider that as the most im- 
portant accretion to a modernized fleet, Mr. Chairman, because that is 
the backbone of the striking power and we feel that its continuation, 
a continuation of that program, is essential to the maintenance of the 
Navy and to offensive operation. I rate that as of first priority in the 
new construction program. 

Mr. WiceLeswortH. You have three under construction at present, 
which will be available when ? 

Admiral Leecerr. In the fall of 1955. 

Admiral Carney. The first one. 

Admiral Leccerr. Others will follow about 1 year apart. 

Mr. WiccieswortH. About 1 year apart? 

Admiral Leccerr. Yes. 

Mr. Wiceiesworrn. So that the fourth one, if authorized, would 
come along about a year after No. 3? 

Admiral Leccerr. Yes. Roughly, a year after No. 3. 

Admiral Carney. In 1958. 

Mr. Wiceteswortn. For the record, will you say something of the 
capacity of this type of carrier as compared with the other two types 
of carriers, the Midway and the F’ssezx class? 

Admiral Carney. Yes. They will be superior in speed and ca- 
pacity, to carry and to operate planes, and in their capacity to carry 
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the jet fuel, which is a critical item, and also in their ability to carry 
the necessary electronics equipment which is required for their own 
defense and for our own operations. 

Mr. Wicctesworrn. Will either of the other types carry the 
modern planes that the Yorrestal class can carry ? 

Admiral Carney. Ultimately not, in my opinion, Mr. Chairman. 

Mr. Wicciesworrn. I notice that the program includes a third 
nuclear-powered submarine and two submarines of the conventional 
diesel-power type. Is it contemplated to continue the conventional 
type of submarine in the future, or will we go to nuclear-powered 
submarines? 

Admiral Carney. I think that remains to be seen, Mr. Chairman, 
until we have had a chance to operate the nuclear submarines and 
also to evaluate their cost. The present fleet type, brought up to their 
proper record of performance, would be able to do many of the offen- 
sive and defensive measures which will continue useful for a long time 
tocome. After we have had a chance to evaluate the nuclear-powered 
ships in the fleet, it is very possible we may make a change, Dut just 
now we are not prepared to do it. 

Mr. WiaeteswortrH. You referred to modernization of a second 
Midway class carrier and the installation of a canted type of deck. 
What carrier is that? 

Admiral Carney. That will be the Midway itself. 

Mr. The Midway? 

Admiral Carney. Yes. 

Mr. Wiccieswortu. You also referred to the installation of canted 
decks during their regularly scheduled overhaul periods on three pre- 
viously modernized £'ssew class attack aircraft carriers. Which ships 
did you have in mind? 

Admiral Carney. The Yorktown, the Bennington, and the Wasp. 


DESTROYER ESCORTS 


Mr. Ostertac. In your program, under the fourth Forrestal air- 
craft carrier, you have the cost of five new destroyers? Supplement- 
ing that, as I understand it, the program calls for the construction of 
eight destroyer escorts. 

Admiral Carney. Yes. 

Mr. Ostertac. What is a destroyer escort, Admiral? I mean what 
purpose does it serve ? 

Admiral Carney. Those escort types are for ocean escort work, the 

rotection of shipping, against both submarines and aircraft. They 
ack some of the power that would place them in the class of fleet 
destroyers—the ones that accompany the attack vessels. It is a very 
useful type of ship;‘simpler, less expensive, than the fleet type of 
destroyer. In other words, it is a sort of class 2 destroyer and it is 
a little cheaper, but cannot serve as effectively as the fleet destroyer 
because it lacks some of the capacity of the larger ships. 


INCREASE IN NUMBER OF SMALL LANDING CRAFT 


Mr. Ostertac. Last year, I believe, the budget called for 150 small 
landing craft. In your table of justifications you call for small land- 
ing craft, vehicle, personnel, and it is measured by 8,440 tons. 


% 
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Admiral Carney. That involves about 1,000 boats. 

Mr. Osrertac. One thousand boats? 

Admiral Carney. One thousand boats, yes. In the previous pro- 
gram, we had gone in for 300 landing craft, but they will handle the 
vehicles and the personnel for landing on a beach, and they will be 
used in the attack, transport and attack cargo ships. The ones that 
we now have are plywood covered, and they have been repaired to the 
point of exhaustion and they have to be replaced, and this program in- 
volves a thousand of that type. 

Mr. Ostertac. By the same token, would you let us have the meas- 
urements of the service craft listed as totaling 6,120 tons? 

Admiral Carney. Yes. 

This involves—in previous programs we have put in for about 20 
open lighters, 10 covered lighters, and some utility landing craft, and 
in this program we are asking for 2 utility landing craft and 18 open 
lighters, a barge for submarine repair and berthing and messing; 
12 covered lighters, 2 gasoline barges, which are not akiacusaiek, 
and 2 self-propelled sonar barges. These are the sort of things 
we used around naval bases for servicing of the fleet, and for servicing 
in the navy yards themselves. 

I would like to tell you that we have the folder here which gives 
a picture and descriptive material of the things we are asking for in 
this program, which we can give to the committee and I think you 
will find it very interesting. 

Mr. Ostertac. I was primarily interested in determining the pro- 
gram by numbers rather than by tonnages. 

Admiral Carney. Yes. That involves totals in the several craft, 
40 service craft and 1,000 of the landing boats LCVP’s. 

Mr. Osrerrac. Admiral, the program last year called for 150 as 
compared with 1,000 this year of small landing craft. Would you care 
to comment on the sharp difference between the two programs? 

Admiral Carney. I think the one last year, 150, was the LCM’s, 
the larger type. They still can be carried in the attack transport, but 
it is a large craft that will carry tanks and has much greater capacity, 
heavier ships and heavier construction. 

Mr. Ostertac. How do you justify a requirement for 1,000 now 
when you only requested 150 a year ago? 

Admiral Carney. We have previously, in earlier programs, put in 
for 150 of these LCM’s and 350 of the type we are asking for at this 
time. As I say, these boats get beaten up, just by the very nature of 
their functioning, they get damaged in landing, and they are damaged 
in being hoisted aboard. They are of light construction, plywood 
covered, and they have just reached the end of their life. I have a 
note here of the investigation that was given to these boats, stating 
they require such extensive replacement and repair, that it is not 
economical to maintain them. We would be spending more money 
on them than it would cost to replace them. 

Mr. Osrerrac. Off the record. 

(Off the record discussion.) 

Admiral Carney. We have 350 LCVP’s. 

Mr. Osrertac. That is all, Mr. Chairman. 

Mr. Wicetesworrn. Mr. Sheppard, any questions? 


521 


SHIPYARD CAPACITY FOR PROGRAM 


Mr. Suerrarv. What is the total amount of money you are asking 
for new construction in the present budget ? 

Admiral Carney. For new construction and conversion 

Mr. Suerparp. I want the construction first. , 

Admiral Carney. $733 million for new construction. $122.5 mil- 
lion for conversion. 

Mr. Suerparp. Starting out with the first ships, aircraft carriers, 
that appears broken down at the top of page 5 of the justifications. 
How many shipyards are there with a capacity for this type of 
construction ? 

Admiral Leecerr. Only three private yards, Bethlehem Quincy, 
New York Shipbuilding Corp., and Newport News. 

Mr. Sueprarp. Is it contemplated that the ships will be built in 
by yards? Do you contemplate that the aircraft carriers will be 

uilt within the Navy or private yards? 

Admiral Carnry. That has not been decided within the Navy 
Department. 

Admiral Leacrerr. There are six navy yards capable of building 
the aircraft carriers. 

Mr. Suerrarp. In other words, you have six Navy shipyards which 
are capable of building carriers? 

Admiral Leacerr. Yes. 

Mr. Suerparp. And you have how many private yards? 

Admiral Leccrrr. Three. 

Mr. Sueprarp. All right; this question applies to destroyers. How 
many of them can be built in the Navy yards; how many of them can 
be built in private, and how many private yards are available? 

Admiral Leceetrr. Mr. Sheppard, I could not give you the exact. 
number of yards today, but the capacity for building the destroyers 
is ample for anything we might expect in peacetime, without putting 
any of our reserve yards back into commission. 

r. SuHepparp. The same question that I have asked as to attack 
submarine ? 

Admiral Leccerr. Five Navy shipyards and one private shipyard. 

7) SuepparD. The same question as to submarines, nuclear pow- 
ere 

Admiral Leccrerr. As of today only one private shipyard is 
equipped and has the Se necessary to build the nuclear sub- 
marine. However, any of the large shipyards, naval or private could, 
with proper education, accomplish the job. 

Mr. Suepparp. And the same question as to mine sweepers? 

Admiral Lecerrr. All I can say, Mr. Sheppard, is that the capacity 
is more than adequate, both in private and Government facilities. 

Mr. Sueprarp. What would you consider more than adequate? 
Will you please check on the availability, both of private and Navy— 
what you would consider adequate—in order to supply and produce 
the required number in accordance with what you have presented 
before us? 

Admiral Carney. We would like to supply that for the record. 

Admiral Leccrerr. Yes; we can furnish that. 


i 
| 
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Mr. Suepparp. Will you also supply for the record for all ships, 
for the new construction class, and I want the same question responded 
to at this point in the record, to cover Navy in one column and private 
in the other. 

Admiral Leecrerr. Yes; we will supply that. 

(The information requested follows :) 


A tentative survey indicates that the number of United States shipyards with 
the capacity to begin immediate construction of the 1955 shipbuilding program is 
as follows: 


Number of shipyards 


Naval Private 


SSN—Nuclear-power submarine ! 
DE—Escort vessel... ............. atte 
AM—Minesweeper (165-foot) ?__.- 

LS D—Dock landing 


! As of today only 1 private shipyard is equipped and has the experience necessary to build the nuclear 
an ecunites any of the large shipyards, naval or private, could, with proper education, accom- 
plish this job. 

? Any of the large shipyards, naval or private, have the basic capacity to construct wooden minesweepers, 
provided additional facilities and skills for wood lamination are made available. 


Mr. Suerrarp. What is the amount of craft reflected in the 6,120 
tons? 

Admiral Carney. The total of 40—I believe it was 40. 

Mr. Osrertac. Was that a figure you gave me? 

Admiral Carney. Yes. That 6,120 tons are the service craft. 


POLICY RE CONSTRUCTION IN NAVY YARDS VERSUS PRIVATE YARDS 


Mr. Sueprarp. Do you have any general policy established, insofar 
as Navy is concerned, at this time as to how many, if any, of the ships 
under your new construction program, are to be built within the Navy 
yards as against those in private yards 

Admiral Carney. In this program, so far as I know—— 

Mr. Suerrarp. I mean, new construction ? 

Admiral Carney. No. 

Mr. Suerrarp. When is it contemplated that such a policy will be 
established ? 

Admiral Carney. When the building program has been approved. 
I know that the Secretary will be prepared to discuss this with 
the committee, if it desires that discussion, before the approval of the 
program. 

Mr. SuerparD. Would the same answer apply to the same question 
on conversions ? 

Admiral Carney. Yes. 

Mr. Sueprarpv. Under the presentation that has been made to the 
committee in the past, how many yards in the private category, in the 
continental United States, has the Navy determined that it wants to 
keep in the status of availability, that is, for all types of construction 
involved, and per appropriation request ? 
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Admiral Carnry. We can furnish that, Mr. Sheppard. I do not 
have a breakdown showing how many small yards there are. 

Mr. Suerrarp. Will you furnish that information, and supply at the 
same time the geographical location ¢ 

Admiral Carney. Yes. 

(Nore: The information requested appears on following page, et 
seq.) 


CONSTRUCTION WITHIN DISTRESSED LABOR AREAS 


Mr. Sueprarp. What, if anything, has been indicated in the Office 
of the Secretary of Defense, in connection with the construction of the 
ships, both as it applies to new ships and conversion, that may contem- 
plate the construction within areas that are so-called distressed labor 
areas ¢ 

Admiral Carney. To my knowledge, none, at this time. 

Mr. Suerrarp, The program is such it is something the Secretary 
himself determines from the standpoint of feasibility ¢ 

Admiral Carney. I do not know the answer to that. 

Mr. Suerrarp. Am I to understand the answer is that there is no 
basis for that assumption ? 

Admiral Leeeerr. That is correct. 

Admiral Carney. May I say something off the record ? 

(Off the record discussion. ) 

Mr. Suerrarp. Then you feel that insofar as the qualifying factors 
involved are concerned, you would prefer to have the Secretary of the 
Navy himself answer the question ¢ 

Admiral Carney. I feel he would have to answer it, Mr. Shep- 
pard. My own recommendations to him were made to him on the basis 
of preserving the mobilization base and I would not care to make a 
recommendation to him with respect to the preservation of the ship- 
building industry which I mentioned here in my statement, but as far 
as any local conditions are concerned, it would be beyond my purview, 
and I would not feel like making a recommendation. 

Mr. Suepparp. Would it be intruding, Mr. Chairman, if I under- 
took to find out what the policy may be and the contemplated applica- 
tion and expenditure of funds, so that we may have some general 
knowledge of it? 

Mr. Wiccteswortu. I do not know whether the Secretary is going 
to be with us in the morning or not. 

Mr. Suepparp. Not necessarily in the morning, but at any time. 

Mr. WiccteswortH. If he is to appear, you could of course direct 
that question to him. 

Mr. Suerparp. It could be inserted in the record at the proper place. 
I would like very much to know what the policy is going to be relative 
to the expenditure for new ships. I think the economy of the coun- 
try issomewhat involved and I would like to see at least some statement 
of what the tenative proposal may be. I am interested in how much 
certain aspects of the economy of the country may be reflected in the 
letting of the contracts. It is not an inquiry the Admiral can explain. 

Admiral Carney. No. 

Mr. Suepparp. As far as directing any further inquiries to the Ad- 
miral are concerned, I think it is a question of policy which the Secre- 
tary should answer, and I do not necessarily ask that he appear for 
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that purpose, because the information can be supplied for the record. 
(The information appears below.) 
Mr. Wiceteswortn. Thank you very much, Admiral. 
Admiral Carney. Thank you very much, Mr. Chairman, for allow- 
ing me to come over. 


Wepnespay, Marca 10, 1954. 


ConsIDERATIONS GOVERNING AWARD OF SHIPBUILDING CONTRACTS AND 
ATION OF Work 


Mr. Wiccteswortn. Gentlemen, the Secretary of the Navy is with 
us this morning and I believe has a short statement he would like to 
make to the committee. 

We understand that congratulations are in order in view of the fact 
he has just been nominated by the President for a very well merited 
promotion to the position of Deputy Secretary of Defense. As one 
member of this committee who has worked closely with Secretary 
Anderson, I am delighted if Secretary Kyes feels that he must leave us, 
that one of such ability as Secretary Anderson is to take his place. 

We are very glad to have you with us, Mr. Secretary, and we shall 
be very happy to have any statement you care to make. 


STATEMENT OF SECRETARY ANDERSON 


Secretary Anperson. Thank you very much, Mr. Chairman. I am 
not here this morning with a prepared statement. I would like to 
speak to the committee informally, if I may. 

I understood from the hearing on Monday that the subcommittee had 
asked for a statement of some of the considerations which govern the 
Navy’s award of shipbuilding contracts and for a statement of some 
of the factors which the Navy thinks ought to be taken into considera- 
tion in allocating the work for the 1955 program. 

I should like to begin by saying that the shipbuilding industry in 
the whole of the United States is in a serious and perhaps unhealthy 
condition because there just is not enough shipbuilding, private, com- 
mercial, and naval, to go around to the extent of maintaining the levels 
of employment in all of the yards at what might be considered a 
desirable height. 

At the present time we estimate that about 64 percent of the indus- 
try’s total 121,000 employees are engaged in building and convertin 
and repairing Navy ships. In all probability this percentage will 
increase. There are 2 programs, 1 by the Navy and 1 by the Depart- 
ment of Commerce, now pending before the Congress which are de- 
signed to allow the construction of additional new and fast tankers, 
but as of now those programs are awaiting the action of Congress and 
we do not know, of course, whether the programs will develop, and 
even if they do develop, it is only a small part of the total program. 

Now, we really are concerned with two classes of ships primarily 
divided between the large combatant-type ships and either the smaller 


combatant-type ships or the smaller auxiliary vessels. The large 
combatant-type ships require more knowledge of shipbuilding and 
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more knowledge of ship design and more capability of ship construc- 
tion than the smaller auxiliary-type ships. 

On the east coast we have three shipyards, private shipyards, that 
are capable of building from the largest to the smaller auxiliary-type 
ships: The Quincy Shipyard, the New York Shipbuilding Yard, and 
the Newport News Shipyard. We also have three Government yards: 
New York, Philadelphia, and Norfolk. 

On the west coast we have three Government yards capable of build- 
ing that size combatant ships, the one at Long Beach, the one at San 
Francisco, and the one at Puget Sound. On the west coast we have 
no che shipyards that are capable of building that size ship. 

hen you get down into the smaller groups, the minesweepers, the 
auxiliary vessels, those particularly of 2,000 tons and below, there are 
a large number of yards both on the east coast, gulf coast, throughout 
the river areas of the Midwest, and on the west coast where that type 
of ship can be built, and in a number of instances the companies that 
can build that type ship are not exclusively engaged in the construc- 
tion of vessels but may be engaged in the production of other end 
products as well as ships. 

Last year the first decision which we made was that we would give 
our shipbuilding program in its entirety to the private shipyards. 
We did so after weighing the factors of dispersion, weighing the fac- 
tors of a needed mobilization potential, and the ship repair and over- 
haul loads that might be given to other shipyards, including naval 
yards where most of the combatant ships are overhauled and repaired. 

After having made that determination we felt that there were a 
number of factors that should be taken into consideration, which in- 
clude cost, dispersion, maintenance of yards which have design capa- 
bility and construction capability, and we felt that all of them ought 
to be weighed and balanced. I would like to emphasize to you that 
we are particularly concerned with what ships cost, because we realize 
there is only a limited amount of money that can go into shipbuilding 
and it behooves us to obtain as much in combatant effective capability 
as we can secure for the money. 

In order to illustrate our thinking, I would like to say we first 
asked for competitive proposals on large Yorrestal-type ships. When 
those proposals were received the difference between the highest and 
lowest bid was about $28 million. The low bidder was the Newport 
News Shipyard. 

The Quincy Shipyard was in such a condition that if it did not 
secure additional work at the end of this year its employee load would 
have dropped to approximately zero. The Quincy yard is the parent 
yard of the entire Bethlehem Shipbuilding Co. It is a key yard be- 
cause most of the design work is done there. It constitutes about 60 
percent of our mobilization potential of combatant and escort ships. 

When the price differential on the competitive proposals showed a 
$28 million differential, we felt that even though we could afford to 
keep Quincy alive at a premium that the $28 million premium was 
too much. We therefore called in the management of the Quincy 
yard and told them that their bid was considerably higher than the 
next lowest bid; that we recognized their importance but that we felt 
the differential was so high as to be unacceptable. We then explored 
with them the possibility of giving to them by award ships upon which 


i 
& 
i 


526 


we had not yet asked for competitive proposals, but the volume of 
work that would have been generated by those ships, LST’s or ammu- 
nition ships, was such as not to keep alive the design staff and furnish 
the workload that would be necessary to keep the yard open. 

Because we did regard it as important to our shipbuilding poten- 
tial—that is, the Quincy yard—we then called down the management 
of the Bath Iron Works. The Bath Iron Works were the low bidders 
on the destroyer contracts. They were low bidders by something above 
$9 million. We explained to the management of the Bath Co. the 
predicament of the Quincy yard, and we explained to them the rea- 
sons why we thought that that potential was necessary as a shipbuild- 
ing potential for the country. ‘The management of the Bath Co. were 
of necessity disappointed. They emphasized to us that they had tried 
to make their bid on the basis of the lowest possible cost proposal. I 
am sure they did. They told us they had proceeded on that basis with 
their management and with their labor force. 

I said to them that we could do no less than to say to their manage- 
ment and to their labor force that if we accepted a bid other than the 
lowest proposal, we did so only because we felt it was in the national 
interest; and that we would not presume to make any commitments 
to the Bath Iron Works in the future, but that we would keep in mind 
the action which we were taking now. 

We were motivated in this in part because with the workload Bath 
then had they would have a normal or slightly ascending workload 
for some months to come. The workload at the Newport News Co. 
was falling off rather precipitously towards the end of the year but 
of course would be augmented idbetunhialty with the award of the 
third Forrestal carrier. The predicament of the workload at Quincy 
I have already indicated to you. 

We then called back the management of the Bethlehem Shipbuild- 
ing Co. and told them the extremes to which we were willing or cared 
to go in order to keep the design and shipbuilding capability of the 
Quincy yard in operation. We told them, however, that we felt that 
they should go part way, or substantially part way, and asked them 
to make an arbitrary reduction in their profits on each of the 3 de- 
stroyer ships by $1 million per ship. As a consequence, we are paying 
for the construction of those 3 destroyers approximately $6.5 million 
above the proposal of the Bath yard. 

I think you can only construe that as a premium which we are will- 
ing to pay in view of the shipbuilding situation as a whole in order 
to keep the Quincy yard and its design staff in operation. I do not 
know, of course, whether a similar situation will arise in the future 
or not. I think it is probably beyond the ability of any of us to guess 
more than a matter of months what the construction picture will be. 
I do think, however, that you gentlemen should know that we feel 
that each time we ask for proposals on ships, in whatever class they 
may be, we must weigh and balance how much it is costing the tax- 
payers, what is the required mobilization base as we then see the condi- 
tions in the world, what is the problem of dispersion in recognition of 
a possible enemy’s capabilities, and all such other factors as may weigh 
upon the making of a decision. I would hesitate at this point to try 
to establish a static immovable policy, because I do think we have to 
review it as we come to each proposal. 


TYPE OF BIDS REQUESTED 


I would like to point out one other thing. We frequently talk in 
terms of asking for proposals as asking for bids. I think that must 
be differentiated from the type of bids you would normally ask for 
for a convential type of product. For most ships, particularly in 
the combatant type where the march of technology is rapid, the ship 
tends to be more of a tailored product than with more conventional 
items and therefore we ask primarily in terms of competitive pro- 
posals rather than in terms of what would normally be considered 
a bid on a common end use item. 

I do not mean by that statement to indicate that it lessens our 
consideration of the cost, but only to point out that they are not 
exactly in the same class as asking for bids for common end use items. 

We, of course, I think, could not make plans at this time for the 
1955 program. We could not do so until Congress has acted upon 
our proposal, until we know the total amount of money available, 
until we know the technological advances which may or may not 
be ready for fleet use in construction, until we get some idea of the 
programs that may be generated through MSTS, or the Department 
of Commerce, and until we know what may be generated as a matter 
of private or commercial shipbuilding. 

I think, in entire honesty, I could only say to you that we will use 
all of the factors that I have heretofore indicated to you of cost 
dispersion, mobilization potential, workloads, and what other factors 
may bear upon the problem with the idea that our primary respon- 
sibility is to maintain as effective and competent strength as we can 
for the Nation, an acceptable status of mobilization, and to do so at 
the most reasonable possible cost to the American taxpayer. 

Now, Mr. Chairman, if there are other questions which the com- 
mittee would like to ask I will try to answer them. 

Mr. Wiceteswortu. Thank you very much, Mr. Secretary. I think 
that is a very clear statement. I know that all members of this com- 
mittee appreciate fully the vital importance of the preservation of 
national-defense facilities essential to the Nation in time of need. 

It was Mr. Sheppard who raised the question to which you have 
responded. Do you have any further questions, Mr. Sheppard? 

Mr. Suepparp. I have a question which I would like to have an- 
swered, and I presume it would be off the record, Mr. Secretary, 
because of the economic aspect that might be associated with it. 
Are you in a position at this time where you can indicate the number 
of shipyards which should be kept in operational status for mobili- 
zation purposes ? 

Secretary Anperson. Off the record. 

(Discussion off the record.) 

Mr. Mr. Ostertag. 

Mr. Osterrac. First of all, I want to congratulate you, Mr. Secre- 
tary. I join my colleagues in extending our best wishes and I am 
sure everyone in the Government, applauds the President and the 
Secretary of Defense on your designation as Deputy Secretary of 
Defense. We dislike very much to lose you as Secretary of the 
Navy because you have done an excellent job in that capacity. How- 
ever I do want you to know that you have our confidence and best 
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wishes as you assume your new responsibilities of this important post. 

Secretary Anperson. I am very flattered, Congressman, and I am 
very grateful to you. 

r. Osrertac. I should just like to ask one question off the record. 
(Discussion off the 
Secretary Anperson. Mr. Chairman, if I may, I would like to add 

just one word. ; 

This shipbuilding program of the Navy has been one to which we 
have given great thought and great effort. It has been one which 
has been the subject of study and conversation and debate for weeks. 
We are hopeful that the committee will, as nearly as possible, in your 
judgment, give approval to it. We are concerned, of course, both 
with the requirements, so far as our fleet operation is concerned, the 
effectiveness of our combatant capability, the situation in which indus- 
try itself now exists, as we have outlined heretofore, and the care and 
obsolescence of a large number of vessels which were built during 
World War II. I would simply like to indicate to the committee 
that it is a program which has received the thoughtful consideration 
of all of us before we submitted it for your consideration; and if there 
are any particular questions that come in your minds as to any por- 
tion of the program, I would like to share with you in detail our think- 
ing, because we have thought about the program very carefully. 

I just wanted you to know that we regard it as of great significance. 

r. WiccLteswortH. Are there any further questions ? 

Mr. Suerparp. Mr. Secretary, I want to join my colleagues in com- 
sera | you on your nomination as Deputy Secretary of Defense. 

ersonally, I have been very favorably impressed by your abilities 
and their application to your duties in your present position. When 
do you expect to divorce your activities from the Navy and become 
associated with the Office of the Secretary of Defense? 

Secretary Anperson. May 1, sir. 

Mr. Sueprarp. May 1? 

Secretary ANnperson. Yes, sir. 

Mr. WiceieswortH. Thank you very much, Mr. Secretary. Your 
testimony, I am sure, has been very helpful to the committee. 

Secretary Anperson. Thank you; I was glad to come. May I be 
excused now, sir? 

Mr. Certainly. 


Monpay, Marcu 8, 1954. 
GENERAL STATEMENT OF ADMIRAL LEGGETT 


Mr. Wicctesworta. Admiral Leggett, you have an overall state- 
ment, I understand, for the record. 

Admiral Leacert. Yes. 

Mr. Wiceteswortn. We will be very glad to hear from you, 
Admiral. 

Admiral Leecerr. Mr. Chairman, this statement which I have pre- 


pared for this year relates to all the appropriations under the Bureau 
of Ships. 
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Mr. Wiceteswortu. That is for ships and facilities? 

Admiral Leacerr. Ships and facilities. 

Mr. Wicc.teswortu. And construction of ships and shipbuilding 
and conversion. 

Admiral Leccert. Yes. 

Mr. Chairman and members of the committee, I appreciate the 
opportunity of stoma, before you today to explain the program 
that we in the Bureau of Ships in conjunction with the Chief of 
Naval Operations have planned for fiscal year 1955. The entire 
program is designed to be financed by the three appropriations for 
which estimates have been forwarded to you. The need for every 
dollar included in these estimates has been carefully reviewed. I 
believe you will find that the Bureau of Ships has cut its budgetary 
requirements to the bare minimum necessary properly to execute this 
program. 

Broadly speaking, the estimates which we are prepared to justify 
will support two major program areas. The first is new construc- 
tion and conversion of ships. This program is designed to provide 
the Navy with those new or modernized vessels which are considered 
essential to prevent bloc obsolescence of the fleet. The second major 
program is maintaining and operating the fleets. Subsidiary to this 
program is the requirement that the Bureau of Ships provide for 
the maintenance and operation of a shore establishment which is 
among the 10 largest industrial organizations in the United States. 

Discussing each of these areas separately will provide a means of 
indicating in general terms the use to which funds made available 
to the Bureau will be put. 


NEW CONSTRUCTION AND CONVERSION OF SHIPS 


In the design and production of new ships we must always be 
sure that the United States Navy is in the forefront of the navies of 
the world. New ship types are generally produced either from build- 
ing an entirely new vessel, or by converting a vessel by giving it new 
characteristics. At present we are engaged in both new construction 
and conversion programs, and additional projects are being recom- 
mended in the new budget. 

The aircraft carrier program is a good example of an area in which 
the ora Sy of both new construction and conversion are being 
applied. The fiscal 1955 budget request includes funds for construc- 
tion of a fourth Forrestal-type carrier and for the conversion of four 
existing carriers to give them the so-called canted deck. Last year 
the need for the canted deck for attack aircraft carriers was brought 
to the attention of the committee and as a consequence of favorable 
congressional action we have four carriers in process of conversion. 
The completion of this work will make possible faster carrier opera- 
tions, provide for greater safety, and will result in a considerable 
increase in the striking power of the fleet. Also included in the 1955 
budget are funds for the conversion of an escort carrier to an assault 
helicopter transport capable of launching a marine combat unit for 
assault operations. 

Another development of great importance to the Navy is the early 
adaptation of nuclear propulsion to the submarine. One of the most 
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revolutionary of the new ship designs, nuclear propulsion will enhance 

the striking power of the submarine and may cause radical changes 

in its wartime role. The Bureau of Ships has given special emphasis 

to this project. The estimate for fiscal year 1955 includes funds for 

. third nuclear-powered submarine of a smaller type than those now 
uilding. 

It is incumbent upon this Bureau to produce ships capable of carry- 
ing guided missiles within effective striking distance of the enemy 
shore, launching them, and getting away safely. To meet this need 
we are planning to convert a second submarine to a guided-missile 
ship in the fiscal year 1955 program. 

he ships of the United States Navy must also have the best power- 
plants available in the world. Ifa plant can be found which is smaller 
and lighter than our present engines and yet is capable of delivering 
much more power, we are naturally very interested in it. We believe 
that we may have found such an engine in the new gas turbines which 
are being developed both in the United States and abroad. You are 
all familiar with the great increases in power that have been made 
ossible by the installations of jet engines in aircraft. We in the 
Vavy have had a somewhat similar experience with the installation 
of the gas turbine in waterborne craft. The gas turbine embodies the 
jet principle, but instead of producing power by means of thrust, the 
power is delivered through gears to the propeller. 

Some remarkable performance figures have been worked out in 
connection with gas turbines. Studies have been made of the installa- 
tion of a small gas turbine in a 40-foot air rescue boat to replace a 
standard diesel engine. The weight of the powerplant drops from 
5,300 pounds to approximately 1,100 tomer The boat speed is 
increased from 21 miles per hour to 42 miles per hour, a 100-percent 
increase, 

The gas turbine is well suited for small boats of this type which 
require reliability, high speeds, and quick starting. We believe that 
its use may also be extended to include some of the smaller ships, in 
which light weight and high speeds are important. The 1,700-ton 
destroyer escort, U. S. S. Mills, has been chosen as the vessel in which 
to test the use of the large gas turbine. The 1955 program includes 
funds for converting this vessel by removing the diesel engines and 
replacing them with two gas turbines. The gas turbines which are 
planned to be installed are 2 of only 4 which are known to exist in 
the world capable of pre elling ships of this size. They have been 
ourchased from the Rolls-Royce Co., of Britain, where work has 

n going forward during the past 8 years in developing them. 

The purpose of the conversion is to get operational experience in 
the use of gas turbines aboard our ships. It is believed that replace- 
ment of the present diesel engines on the U. S. S. Mills with gas tur- 
bines will reduce plant weight by ceeeimeinly 15 percent while 
delivering 67 percent more power. Each turbine will supply about 
5,000 horsepower to the propellers. 

I should like to comment off the record for a moment on a classified 
project. 

(Off-record discussion. ) 

If the Navy is to be maintained at a level of readiness which will 
enable it to meet any other Navy on equal terms, we must not neglect 
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the potential of the gas turbine. Building, testing, and evaluating 
gas turbines is a work that we hope to carry forward with ever-in- 
creasing vigor. 

In addition to new ships and new ships’ characteristics, a special 
project is underway to provide better living conditions for men aboard 
ships. This project is tied in very closely with the goal of producing 
a better fighting ship. Careful studies have shown that men react 
and fight better when living under conditions more conducive to vig- 
orous action and high morale. The Bureau is attempting to incorpo- 
rate the lessons from these studies in its new designs and by alteration 
to ships now in the active fleet. 

Ships, it should be remembered, have the longest procurement lead 
time of any military equipment. Construction varies from 2 to 5 
years, depending on the type of vessel. Naturally, this presents cer- 
tain problems in budgeting. The most difficult of these is the fact 
that scientific advances do not cease when the keel of a ship is laid. 
Every attempt must be made to incorporate the latest improvements 
into vessels during construction or conversion. The best estimate of 
the cost of a ship may be entirely inadequate if subsequently it is de- 
cided to add such things as newly developed but high-cost electronic 
equipment which had not originally been planned. The Chief of 
Naval Operations, the technical experts in the Bureau of Ships, and 
the forces afloat are constantly producing and evaluating new ideas, 
new tactics, and new equipments. From this vigorous and never-end- 
ing effort to keep the Navy in top fighting condition come new and 
expensive requirements for additional equipment. The Bureau of 
Ships is thereby forced to reprice the cost of ships building from time 
to time. We are making effort to keep repricing requests to a mini- 
mum. However, the estimates for fiscal 1955 include a sum for re- 
pricing which will be fully supported with data showing each indi- 
vidual project in which it is required. 

Let me add, before we leave this subject of new construction, that 
one of the problems we have been faced with in letting contracts has 
been the delay in drawing up construction plans and specifications fol- 
lowing congressional Spprore’ of our construction program. This 
has repeatedly caused delays of up to a maximum of 9 months in let- 
ting ship construction contracts. Not only has this delayed the addi- 
tion of these vessels to the fleet, but it has also tended to dislocate un- 
duly the fiscal processes which follow appropriation of funds. We 
are, therefore, requesting Congress to authorize the Bureau, under its 
construction and conversion program, to proceed with plan develop- 
ment for advance design of ships planned for subsequent years’ pro- 
grams. It is anticipated that savings in overall costs will result from 
availability of greater detail at time of bidding and from a shortened 


construction period that this feature makes possible. 


MAINTAINING THE FLEETS 


Constructing and converting ships is in itself a major task. How- 
ever, once the ships have been commissioned and have joined the 
fleet they do not cease to be our responsibility. We must maintain 
and operate them, fuel them, repair them, keep them up to date, 
provide supplies and equipment for them, and conduct a research 
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program affecting them. This is the second major-program area for 
which the Bureau of Ships is responsible—maintaining the fleets. 

In carrying out our responsibilities in this connection, we are con- 
fronted with a continuing problem of depreciation. Ships, like auto- 
mobiles, get old. And, like automobiles, the older they get, the more 
difficult it is to keep them running properly. The peak construction 
year for today’s Navy was 1943. Based on an estimated average 
vessel life of 20 years, today’s fleet stands more than halfway through 
its life. Increased age of vessels has already tended to increase the 
cost of repair. The Bureau is attempting to offset this factor by 
improved work methods at its repair activities, which will be dis- 
cussed a little later. However, the problem of the aging fleet is one 
that we must contend with. 

All ships of the active fleet, both old and new, are maintained and 
operated with funds provided by the Bureau of Ships. These funds 
are used, as you know, in supporting the 7th Fleet, operating in 
far-eastern waters; the 6th Fleet, operating in the Mediterranean 
Sea; and the remainder of the Atlantic and Pacific Fleets, which oper- 
ate throughout the world. Expeditions to the Arctic regions, and 
ships to participate in joint international operations such as the recent 
Operation Mariner which took place in the North Atlantic, are among 
those supported. We finance the fleet wherever it goes and its do- 
main is (imited only by the limit of accessible waters on the face of 
the globe. 

In addition to approximately 1,080 ships in the active fleet, we 
maintain an even larger number of ships in the reserve fleet. Ata 
dozen berthing areas on the Atlantic, Pacific, and Gulf coasts, we 
are keeping 1,362 ships in a state of preservation and readiness which 
will enable them to join the fleet with a minimum delay, should their 
services be required. The crisis beginning in June 1950 provided a 
test of the usefulness of the reserve fleet, and it proved itself many 
times over. In a space of only 12 months following the outbreak of 
the Korean conflict, the Navy was able to add over 400 ships to the 
fleet, something which would, of course, have been impossible with- 
out the reserve fleet. 

The reserve fleet is being preserved by the best means that modern 
science can devise. The latest of the improvements in preservation 
is a new system of cathodic protection. By means of certain elec- 
trical devices installed near a group of docked reserve-fleet vessels, 
it is possible to maintain the hulls 98 percent free from salt-water 
corrosion. Although this system has not been in use a sufficiently 
jong time to result in budget reductions during fiscal 1955, it is antici- 
perc that within a few years it will provide substantial savings in 

ull-maintenance costs. The application of this system to active- 
fleet ships is also being investigated. 


FIELD ACTIVITIES 


To support these programs of ship construction and maintenance, 
the Bureau is responsible for operating a vast network of field activi- 
ties. These activities are truly worldwide in geographic distribution. 
In addition to contributing to the support of several hundred activi- 
ties in the continental United States, the Bureau is responsible for 


| 
4 

4 

| 


533 


many activities overseas. In Europe and the Middle East, activities 
are supported in Iceland, England, Germany, Italy, Morocco, Turkey, 
Bahrein, and Ceylon. In Asia and the far Pacific area we support 
activities in Japan, Korea, Formosa, the Philippines, Guam, and 
Chichi Jima. In addition, the Bureau finances extensive facilities 
in the Hawaiian, Alaskan, and Caribbean areas. 

It is in controlling its field activities that the Bureau brings to bear 
its capacity for large-scale management and is put to the test of pro- 
viding the drive and incentives for improvement in productivity. We 
are proud of some of our achievements in these fields and I should 
like to spend a few moments discussing some of the methods we have 
used to promote savings. 

In many countries in which we support naval activities, we have 
found a great difference between the cost of hiring indigenous labor 
and using American personnel. Although these are certain jobs for 
which we must hire Americans, there are many which can be filled by 
local personnel. The Bureau has therefore encouraged the hiring of 
indigenous labor where appropriate and this has resulted in reduced 

uirements budgetwise. 

urthermore, the total number of personnel, both American and 
alien, employed at the Bureau’s field activities has been reduced con- 
siderably. By June of this year, the number of civilians employed 
under the Bureau’s personnel ceiling for field activities will have 
dropped to approximately 136,000 from 157,000 employed in January 
1953, a decrease of 21,000 persons. By the following June, present 
plans call for a decrease of another 4,000 persons. These decreases are 
partly attributable to the shift of work to private shipyards to help 
make it possible for them to maintain themselves in a period of declin- 
ing commercial work. It is also partly caused by the fact that im- 
proved work methods have made possible a more efficient handling of 
work, This is particularly true of the naval shipyards, where several 
active projects including a major new program of production control 
are currently being pushed with a view to reduction in costs. 

One other such project that the Bureau of Ships has pushed is the 
beneficial suggestion system. The ingenuity of American workers has 
been called the most valuable asset we possess as a nation. The ap- 
proximately 140,000 workers who are presently employed by the 
Bureau of Ships are no exception to this rule. To encourage them to 
express themselves and to think about time and money-saving work 
improvements, a very active suggestion system is in operation. This 
program is part of the overall Navy program which received the 1952 
promotion award from the National Association of Suggestion Sys- 
tems, beating out RCA and Ford Motor Co. for top honors. The 
Bureau of Ships has, in each of the past 2 years, won the Secretary 
of the Navy’s award for excellence in this program. We are justl 
proud of this achievement, which is saving large sums of money ne 4 

ear. 
: The Bureau is presently engaged in converting all of the shipyards 
to the industrial fund system of accounting. As authorized by Con- 


gress, the Navy industrial fund is designed to bring about a clearer 
picture of true costs at the shipyards and to make their operation more 
nearly similar to commercial-type establishments. By June of this 
year we expect to have 7 of the 11 yards under the industrial fund and 
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the remaining 4 will be shifted over during fiscal year 1955. Already 
we can see several areas in which it represents a marked improvement 
over the previous systems in use. Introduction of the new accounting 
system gives a much clearer picture of the true costs of work per- 
formed. Inventory control of material at the shipyards is also refined. 
Management reporting is considerably improved by the use of com- 
mercial-type budgets and financial reports. The overall picture shows 
that the Navy will benefit from improved cost analyses, more cost con- 
sciousness on the tot of the shipyard and fleet personnel, and more 
effective planning by the shipyard and the Bureau. 

Included in the field activities supported by the Bureau of Ships are 
eight laboratories. These laboratories are the focal point of the re- 
search and development work done by the Bureau. In our constant 
effort to keep the ships in top fighting condition, we conduct unre- 
mitting experimentation and analysis of equipment. We employ not 
only our personnel but also the best talent in the laboratories of pri- 
vate industry and the universities throughout the country in promot- 
ing this program. Approximately 50 percent of the total research 
effort is done under contract by private concerns. We are certain 
that the United States Navy would fall far behind that of other 
nations should this work not be supported. 

For example, one of the knottiest problems we have had to deal 
with during the past few years is mine countermeasures. Our ex- 
perience in mine warfare during World War ITI and in Korea has in- 
dicated that the science of mine countermeasures must make great 
strides if it is to keep step with the new and complex mines being 
developed. The old systems and procedures that served us so well 
during World War ITI will no longer suffice. The known abilities of 

tential enemies in this field are a matter of acute concern to the 
Navy. It is believed that the capacity exists in foreign powers for 
delivering large numbers of highly destructive mines by submarine 
and placing them where they would threaten to blockade our coastal 
shipping lanes. To meet this problem, the Mine Countermeasure 
Station in Florida is being enlarged to include a study group of tal- 
ented scientists to view the threat and to make proposals which will 
aid in its solution. 

Many other areas are subject to research activity by the Bureau. 
The application of titanium to ship’s use is being studied. This 
metal shows a resistance to corrosion in salt water which makes its 
use aboard ship particularly desirable. The application of rugged 
and space-saving transistors to ship’s use is also under careful study, 
as replacements for vacuum tubes in certain equipments. These are 
only a few of the areas in which the Bureau is conducting research 
and development. 


COORDINATION AND ADMINISTRATION—BUREAU OF SHIPS 


The coordination and administration at departmental level of the 
major program areas I have discussed is provided by the Bureau of 
Ships in Washington. The Bureau is composed largely of technicians. 
Engineers, scientists, and management experts work in the fields of 
hull design, nuclear power, magnetic compasses, gas turbines, propel- 
lers, generators, interior communication, work analysis, and labor re- 


lations, to mention only a few of the great many sections in the Bureau. 
These are the people who make it possible for the Bureau to carry 
out its mission. 

Employment in the Bureau has decreased considerably since Janu- 
ary 1953. At that time, total civilian employment under the Bureau’s 
appropriations stood at approximately 4,200. By June of next year, 
it is planned that the Bureau will employ only 3,800 civilians, 400 less 
than at the earlier period. 

During the past year the Bureau has reorganized its procurement 
cycle, to make it faster and more efficient. A study was made of pro- 
cedures for handling the flow of procurement requests, resulting in 
a reduction in the number of steps and in the number of days required 
to process each request. A substantial reduction has also been made 
in the number of letter contracts and unpriced amendments which 
existed a year ago. The Contracts Division itself has been reorgan- 
ized, resulting in the combination of the purchase and administration 
branches into a single branch. This means that all subsequent ad- 
ministration of contracts will be by the same people who made the 
original contract. It is believed that this will produce more effective 
action in contract administration. 

Since January 1953, the Bureau has succeeded in reducing its in- 
ventory of ship’s components, repair parts, and electronics equipment. 
This action was made possible by a thorough reanalysis of the inven- 
tory position of this material, and a decision was reached to reduce 
inventories substantially. Savings generated in the fiscal 1953 and 
1954 appropriations as a result of this action have amounted to more 
than $100 million. 

Standardization of equipment has received special attention during 
the past year. We are able to report that this project is producing 
highly satisfactory results, especially in the field of standardization 
of electronic equipment. We anticipate increased savings in the com- 
ing years as a result of this project. The Bureau’s cataloging project 
is also being pushed. In these, and in many other areas, the Bureau 
has made substantial progress during the past year and these projects 
will be prosecuted with vigor during fiscal year 1955. We are request- 
ing funds for their continuation in fiscal 1955 and we hope that our 
request will be well received by this committee. 


MAINTAINING PRIVATE SHIPBUILDING INDUSTRY 


In addition to the questions already discussed, I should like to men- 
tion one other which is of great concern to the Bureau of Ships. We 
have a keen interest in maintaining the private shipbuilding industry 
in a condition which will make it available upon mobilization for 
work on the Navy’s ships. Commercial ship construction is presently 
at a low ebb and commercial yards are finding it hard to make ends 
meet. During fiscal year 1954 the Bureau assigned all of its new 
construction work to private yards and a great number of naval vessels 
went into commercial yards on both the east and west coast for repair 
and overhaul. Inthe case of overhaul of Reserve Fleet vessels, almost 
the entire workload was assigned to commercial yards. It is planned 
to continue this policy during fiscal year 1955 and thereby help main- 
tain a ready additional source of shipbuilding facilities and know-how 
for the Nation should an emergency arise. 
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Now, if I may say something off the record here. 

Mr. Wiceirsworru. Certainly. 

(Off the record discussion. ) 

Mr. Osrertaa. I note that you indicate that all of the new construc- 
tion was contracted with private shipyards. 

Admiral Leceerr. That is correct. 

Mr. Osrertaa. Will that policy continue? 

Admiral Leccerr. That is the reason why I explained off the record 
the way I did, because it was not clear when I read it. 

As I mentioned earlier, funds are made available to the Bureau of 
Ships in three separate appropriations. We have prepared complete 
justifications and have available detailed backup data for each of these 
appropriations. Each has a specific function to fulfill and we are 
prepared to answer any questions you may have concerning the scope 
and intent of the overall programs and the individual projects that 
make up the major programs. 


APPROPRIATIONS 


Two of the three appropriations are for shipbuilding and conver- 
sion. The appropriation “Shipbuilding and conversion, Navy” 
finances our current building program, and the budget estimate is for 
$1,042,400,000. Under the appropriation “Construction of ships, 
Navy” we are requesting additional funds for repricing prior year 
programs in the amount of $57,600,000. 

The other appropriation “Ships and facilities, Navy” maintains the 
fleets and the Shore Establishment of the Navy, and contains funds 
for our research program. Funds requested under this appropriation 
amount to $937 million. 

Each of the estimates has been rigorously screened many times 
during repeated and exhaustive reviews within the Bureau of Ships 
and at higher levels. We believe that the funds requested represent 
the minimum amount necessary to enable the Bureau to carry out its 
mission in support of the Navy. We are here to assist you in every 
way possible in carrying out your examination of our proposed 
programs. 

Mr. Wiaeteswortn. Thank you, Admiral, for a very informative 
statement. 

TONNAGE 


The Chief of Naval Operations has indicated a 1955 program request 
including 30 new ships, 40 service craft, 1,000 small landing craft, 
and 17 conversions. 

Admiral Leecerr. Yes. 

Mr. Wice.teswortu. I assume that the new tonnage involved is all 
within the tonnage presently authorized ? 

Admiral Leccerr. No, it is not. We do not have sufficient tonnage 
in the mine warfare and patrol vessel categories. Bills have been 
prepared and forwarded through the Department of Defense and are 
now in the Bureau of the Budget waiting presentation to the Congress. 

Mr. Wiaeteswortn. Wili you furnish for the record, when you 
revise your remarks, a table that will show by individual laws, the 
tonnages authorized and the tonnages heretofore utilized and the 
tonnage involved in the request for 1955? 
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Admiral Leceerr. Yes. I think we have a statement that we can 
present now. 
(The information requested follows :) 


Currently active tonnage acts 


Tonnage Proposed | Balance 
| | 1955 | after 1955 
Act and date t cluding Jan. i program program 
jounage 1954 1954 require- require- 
program ments ments 
NEW CONSTRUCTION 
Public Law 135 (Vinson-Tramme] Act) 
approved Mar. 27, 1934, 73d Cong...._..| 1, 262, 068 692, 343 569, 725 1 6, 600 563, 125 
Public Law 528 (20 Percent Expansion 
Act) approved May 17, 1938, 75th Cong_. 295, 412 250, 864 6 OO ikke ks 44, 548 
Public Law 629 (11 Percent Expansion 
Act) approved June 14, 1940, 76th Cong_. 167, 000 145, 7 2 eee ee 21, 300 
Public w 757 (70 Percent Expansion 
Act) approved July 19, 1,325,000 | 1, 185, 696 139, 304 
Public Law 369 (5 Percent Expansion Act) 
approved Dec. 23, 1941, 77th Cong______. 150, 000 130, 562 \ 7 es 19, 438 
Public Law 666, approved July 9, 1942, 
i “aR a re i 1, 900, 000 1, 400, 617 499, 383 1 59, 900 439, 483 
Subtotal warship tonnage acts prior 
iY, 2) ) ee 5,099,480 | 3, 805, 782 1, 293, 698 66, 500 1, 227, 198 
Public Law 3, approved Mar. 10, 1951: 
Combatant: Warships................... 100, 000 85, 750 14, 250 | 14, 250 0 
Total warship tonnage_--_......___.- 5,199,480 | 3, 891, 532 1, 307, 948 80, 750 1, 227, 198 
Public Law 3: New construction, com- 
ant: 
(Ne IE ine. 175, 000 121, 205 53, 795 40, 960 12, 835 
25, 000 24,434 516 2, 010 21,404 
a aa Sa 15, 000 13, 406 1, 504 10, 480 2 8, 886 
Total combatant tonnage, all acts..._.| 5,414,480 | 4,050,627 | 1, 363, 85 134,200 | 1, 229, 653 
Publie Law 3: 
(|. eae iy 175, 000 111, 350 63, 650 | 0 63, 650 
7 rae a 9, 000 0 9, 000 | 6, 120 2, 880 
Experimental craft...._- jean 1, 000 20 980 | 0 980 
Total other than combatant_________ 185, 000 111, 370 73, 630 6, 120 67, 510 
Total new construction tonnage... 5, 599,480 | 4,161,997 | 1,437,483 | 140,320 | 1, 297, 163 
CONVERSION 
Public Law 3:1 
990, 000 809, 475 180, 525 159, 725 20, 800 
10, 000 8, 215 1, 785 0 1, 785 
Total conversions...................- 1, 000, 000 817, 690 182, 310 | 159, 725 22, 585 


1 Proposed 1955 program will be applied insofar as possible to Public Law 3; other acts will be used to accom- 
modate areas of deficiency wherever permitted under new construction category. Inasmuch as Public Law 
3 contains no authority for patrol vessels, those under proposed 1955 program will be converted under the 
authority of Public Law 319, approved Aug. 1, 1947, 80th Cong., which established authority but no tonnage 
availability amount. 

2 Enabling legislation will be required for these deficiencies in the mine-warfare and patrol-vessel categories 
(new construction) inasmuch as no presently active tonnage acts permit construction in these areas. 


SIZE OF FLEET 


Mr. Wiccteswortu. I understand in 1955 you contemplate an active 
fleet of 1,080 vessels; is that correct? 

Admiral Leccerr. Yes. 

Mr. WiccteswortH. That is somewhat smaller than the present 
figures for the current fiscal year. 

Admiral Leccerr. Yes. 

Mr. Wiccteswortu. How many ships were in the active fleet in the 
present year ? 
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Admiral Leecerr. 1,126 at end of fiscal year 1954. 
Mr. WiecLeswortn. And in the reserve fleet, I believe you gave us 
a figure of 1,362? 
Admiral Leecerr. Yes. 
Mr. WiccLeswortH. How does that compare with the number in the 
current fiscal year? 
a Leoeerr. 1,250, year-end 1954, as against 1,362, an increase 
of 112. 
Mr. Wiactesworru. And there are some additional ships for train- 
ing purposes, are there not? 
Admiral Lecerrr. No, sir. There are service craft in the reserve 
fleet, sir. 
Mr. WiecteswortH. Yes. 
Admiral Leaeerr. There are 353 service craft in the reserve fleet at 
ear-end 1954. There will be 362 service craft at year-end 1955. The 
aval Reserve training ships are not in the reserve fleet. There are 
71 at year-end 1954 and we will continue 71 through fiscal year 1955. 
Mr. WiccieswortH. Are those included in the overall figure of 
1,080? 
Admiral Leceerr. No, sir. 


SHIPS AUTHORIZED UNDER CONSTRUCTION OR CONVERSION 


Mr. Wiceteswortu. Can you give me an overall figure of the num- 
ber of ships that will be under construction in 1955 if this request 
is approved, and also the number that will be in the process of 
conversion 

gE Leccetr. I do not have that total; I can get that for the 
record. 

Mr. Wiceteswortu. Yes, furnish that for the record please. 

Admiral Leecerr. Yes. 

(The information requested follows :) 


Ships authorized under construction or conversion as of July 1, 1954 


Number of ships 


Appropriation 
Construc- | Conver- 
tion sion 


“Construction of ships, Navy” : 12 0 
‘Shipbuilding and conversion, Navy”’ 1176 53 


Total.... 1188 5&3 


1 The above tabulation includes the proposed 1955 program under the appropriation ‘‘Shipbuilding 
and conversion, Navy.” 


PLAN DEVELOPMENT FOR ADVANCE DESIGN OF SHIPS 


Mr. Wiccteswortu. Referring to your statement, I notice on page 
5 you refer to the requested authorization, under the construction and 
conversion program, to proceed with plan development for advanced 
design of ships for subsequent year programs. Does that 
mean that you are going to do work in advance design on ships for 
which you normally aaa do it, but for which you have not normally 


made requests for advance funds, or does it mean that you are going 
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to undertake design work which has heretofore been done outside 
the Bureau ? 

Admiral Leceerr. Mr. Chairman, we have always had and we are 
still requesting under “Ships and facilities, Navy,” funds to prepare 
for the Bureau of Ships, preliminary and certain contract designs. 
Those funds include the purchase of certain contract designs from 
private industry. 

The $3.5 million which we have in this year’s budget is intended to 
permit us to get ahead with the development of the actual plans from 
which the ships are to be constructed. As an example: In the 1954 
program we had authorized two ammunition ships. Plans for them 
could not be started until after the money was released from the 
budget, and until we could negotiate the contracts. And, as a conse- 
quence, we are not as far ahead as we would like to be. 

Mr. WiceeteswortH. Do I understand correctly that the change 
merely contemplates an advance financing of the same work that you 
have always done, and that it does not contemplate the carrying on of 
work that may have heretofore been done outside the Navy ? 

Admiral Leacerr. No, sir; it does not. We will continue to do the 
work on plans the same as it has been done heretofore, mainly utiliz- 
ing private industry in this case. It could be done in naval shipyards, 
too. 

SAVINGS DUE TO UTILIZATION OF INDIGENOUS LABOR 


Mr. WiccteswortH. I notice on page 8 you refer to indigenous labor. 

Admiral Leecerr. Yes. 

Mr. WiceLeswortnH. I think the committee would be interested in 
figures, if you have them, indicating to what extent it has been possible 
to increase the employment of indigenous labor with a resultant 
saving. 

Admiral Leeeerr. I would like to furnish that for the record, if I 
may, because I do not have the actual figures here. 

Mr. WiccteswortH. Will you do that please ? 

Admiral Leaegerr. Yes. 

(The information requested follows :) 


Actual and estimated savings due to use of indigenous labor instead of United States 
citizens under Bureau of Ships ceiling resulting in lower budgetary requirements 


Actual, Estimated, | Estimated, 
fiscal year fiscal year fiscal year 
1953 1954 
— 
Number of indigenous employees 2, 861 | 2, 944 3, O17 
Salaries of indigenous employees $4, 075, 630 $4, 193, 300 | $4, 297, 300 
Salaries if United States citizens. _.....................-.....- 18, 464, 804 19, 003, 500 19, 474, 700 
Savings because of the use of indigenous employees instead of 

14, 389, 264 | 14, 810, 200 15, 177, 400 


REDUCTION IN CIVILIAN EMPLOYEES 


Mr. WiceLeswortu. I notice with interest the report you make as 
to the reduction in civilian employees, which apparently has dropped 
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already some 21,000 from the top of 157,000 as of January 1953, and 
which it is contemplated will drop 4,000 more by June of 1955. 
Admiral Leecerr. Correct. 
Mr. Wiceteswortu. Making a total of 25,000 persons or, roughly, 
16 percent. 
dmiral Leecerr. Yes. 


SAVINGS DUE TO BENEFICIAL SUGGESTION PROGRAM 


Mr. Wiccteswortu. Specifically, what has been the effect of the 
beneficial system to which you refer on page 9? Has it resulted in a 
dollar saving? 

Admiral Leccerr. Yes; we have an estimate of the dollar savings 
that go with each beneficial suggestion, and we do check back into 
these particular suggestions to verify continuing savings. 

Mr. caer Do you have any overall figures as a matter of 
interest, as to what the saving has amounted to? 

Admiral Lecerrr. We do not have that with us. 

Mr. Wiccteswortu. Could you furnish that for the record? 

Admiral Leecerr. Yes, we can furnish that. 

(The information requested follows :) 


Savings Due To BENEFICIAL SUGGESTION PROGRAM 


The actual and estimated savings over a 3-year period due to suggestions 
by Bureau of Ships employees, field and departmental, amounts to $17.5 million, 
as follows: 


Actual fiscal year 1952 . $5, 696, 028 
Actual fiscal year 1953 5, 877, 870 
Estimated fiscal year 1954 6, 000, 000 


Note.—Where adoption of a suggestion results in a continuing economy over a number 
of years, only the first year’s saving is included above. 


SAVINGS RESULTANT FROM CONVERSION TO INDUSTRIAL FUND SYSTEM OF 
ACCOUNTING 


Mr. Wiccieswortn. Similarly, under the next paragraph, you refer 
to the conversion of shipyards to the industrial fund system of 
accounting. 

Admiral Leecerr. Yes. 

Mr. WiceteswortH. And to various areas in which you note that 
improvement in efficiency has resulted. Is there any indication as yet 
of the dollar savings that have been reflected by these changes ? 

Admiral Leceerr. I think it would be premature for us to try to 
put a dollar value on that now. We do not even have all the s <F 
yards changed over to the new system and we have not what I would 
call a smooth operation in any of the yards that have been changed 
over. 


SAVINGS RESULTING FROM INVENTORY REANALYSIS AND REDUCTION 


Mr. Wicctesworrn. I note also with great interest your statement 
at the bottom of page 11 indicating that savings in respect to the 1953 
and 1954 appropriations to the extent of $100 million have resulted 
from rentialvais of your inventory position and substantial reductions 


in inventories. Has that work been completed, would you say, or is 
it still possible that other savings may result in that field? 
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Admiral Leceert. We are still working on it. I am sure that fur- 
ther savings will accrue. We have not reached the end of it but 1 
do believe we have realized the maximum. This will be discussed as 
we go into the detailed inventory under the “Ships and facilities” 
budget. 


Tuerspay, Marcu 9, 1954. 
STATUS OF NEW CONSTRUCTION AND CONVERSION 


Mr. WiccteswortH. The committee will come to order. Admiral, 
there is one question I meant to ask you yesterday and that is if you 
would give us some picture, or perhaps a table when you revise your 
remarks, which will show the total number of ships involved in all 
programs under consideration at this time, the numbers that have been 
completed, the number that are in process, and the number, if any, yet 
to be awarded, and if there are any in the latter category, what types 
of ships they are. 

Admiral Leacerr. Yes, sir. 

(The information requested follows :) 


Status of new construction and conversion as of Feb. 1, 1954 


Number of vessels 
Total 
Not 
Completed | In process awaited 
“Construction of ships, Navy”: 
New construction: 
Service and other small craft...-....-....-.---- 124 7 36 1 
“Shipbuilding and conversion, Navy”’: 
ew construction: 
113 14 80 19 
Service and other small craft. 563 18 
896 193 683 20 
Total new construction and conversion: 
New construction: 
Service and other small craft. __............--.. 687 105 581 1 
1, 281 516 744 21 
Nore: The following vessels were not awarded as of 1 Feb. 1954: 
Vessel No 


New construction, ships: 


AKA Attack cargo ship- 1 
LSD Dock landing ship- 2 
LST Tank landing ship. 2 
AM Mine sweeper... 4 
AMCU Mine 1 
New construction, service craft: 
Conversicn, ships: 
CBC Large tactical command 1 


* Awarded during February 1954. 
The above tabulation does not include ships in the proposed 1955 program 
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Mr. Wicetesworru. Mr. Ostertag, any general questions on the 
admiral’s statement ? 


DEVELOPMENTS IN GAS TURBINE FIELD 


Mr. Osrertac. Yes, Mr. Chairman. Admiral, in your statement, 
you referred to new development in the gas turbine field. Is this new 
development the result of Navy research ? 

Admiral Leecerr. The American developments are the result of 
Navy research. We have also some British developments which are 
the result of British Navy research. Two of those turbines, which 
are Rolls Royce built, have been procured from the British naval re- 
search program. The small boats referred to are the result of United 
States Navy research program. The planned installation of the 
combined steam and gas turbine is also the result of American re- 
search as are the gas turbines of this proposed installation. 

Mr. Ostertac. Is it proper then to assume that we are benefited by 
our own research in this field ? 

Admiral Leccrrr. Yes, sir. 

Mr. Osrertac. Yet when it comes to the use of certain turbines, 
we require the purchase from Britain of Rolls Royce because of their 
development; is that correct ? 

Admiral Leccerr. In that particular horsepower, for that particu- 
lar design, which is a very high efficiency gas turbine, we think Rolls 
Royce is the only one in the world that will meet it. 

Mr. Ostertaa. I understand you are to purchase—— 

Admiral Leccerr. Two. 

a oe" Osrertac. I understood that you required four of these tur- 
ines 

Admiral Leacerr. No; we have purchased two and those will be all 
we will require for installation in the destroyer escort in the 1955 
program. 

r. Ostertac. Would you care to comment as to whether or not 
our own development will reach the degree of perfection, to the 
point where American production in this field will be possible? I 
am referring to the type you are purchasing from Britain, namely the 
Rolls Royce? 

Admiral Leccerr. I feel sure that the American development will 
reach the point where required gas turbines will be obtainable in this 
country, but right now that is not the case. 

Mr. Osrertac. How does this new turbine compare with the diesel 
engine; that is, in the matter of cost of operation and the cost of 
production ? 

Admiral Leccerr. It is hard to judge the cost of production at 
this time, Mr. Ostertag, because the gas turbine production in this 
country is more or less on a hand-tooled basis ; there is no mass produc- 
tion of that type powerplant. 

Mr. OstrertaG. You mean it is experimental ? 

Admiral Leecrrr. Yes; it is experimental. As far as the efficiency 
is concerned. The horsepower output per pound of engine weight is 
greater in the gas turbine but it still requires about 50 percent more 
fuel per horsepower than the diesel engine. 
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REPRICING 


Mr. Ostertac. Admiral, you referred to repricing in your state- 
ment. 

Admiral Leecerr. Yes. 

Mr. Osrerrae. I believe the program for 1955 calls for an addi- 
tional sum of $57,600,000 to meet this requirement. Would you care 
to amplify the reasons for this additional money; is it due to changes 
in price ¢ 

Xt what point in your program does this repricing take place? 

Admiral Leccerr. Yes. The repricing takes place as soon as we are 
able to make an estimate of the needs for repricing; we then come to 
the Congress in the succeeding budget year. The $57.6 million you 
refer to is the repricing for the construction of ships, in the appro- 
priation, CSN only. There is an additional repricing under “Ship- 
building and conversion” appropriation, which is the current appro- 
priation. 

Mr. Osrerrac. Does it come within the areas of the operation of 
your own facilities, or does it come within the area of contracts with 
private business ? 

Admiral Leacerr. Some of both. We are doing the conversion in 
the Navy shipyards and some increased costs have occurred under 
those conversions. 

We are doing the major portion of our shipbuilding in private 
yards, with contracts which are subject to labor and material escala- 
tions and under contracts which in many instances, particularly in 
the older programs, costs are redeterminable. So that when we come 
to an end of the construction of the ships in the Navy program, and 
as we close out these various contracts, we may find that certain addi- 
tional changes have accrued which we must reprice. 

Mr. Osrerrac. I would like to learn wherein, under the overall 
program, this adjustment finds its place, and for what general reason. 


DECREASE IN PERSONNEL 


One of the subjects that I feel we should have a little light on is 
that of employment of indigenous personnel, and too the program 
as it relates to civilian employment. 

In regard to civilian employment, Admiral, I notice that the 
Bureau’s personnel ceiling, which I take it refers to civilian personnel 
ceiling—— 

Admiral Leecerr. Yes, entirely. 

Mr. Osrertac. The total number will be dropped from 157,000 to 
136,000, which is a decrease of some 21,000. Does that mean the em- 
ployment in shipyards, as well as services in the field? 

Admiral Lreeerr. Yes; it does. The decrease in employment is 
primarily in shipyards; that is where most of our people are. 

Mr. Osrertaa. Does that reflect a decrease in the construction ac- 
tivities in the Navy shipyards? 

Admiral Leecerr. The Navy shipyards are primarily engaged in 
repair and maintenance work. There is some construction work, also. 
This decrease does reflect a decrease in the work, both repair and new 
construction, which we send into shipyards. 
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INDIGENOUS PERSONNEL 


Mr. Ostertac. Now, you refer to indigenous labor or personnel. 

Admiral Leacerr. Yes. 

Mr. Osrerrac. Have you any figures which would indicate the 
overall employment in your field, throughout the world? 

Admiral Leceerr. Mr. Ostertag, we are getting those figures to- 
gether. We do not have at hand the actual figures for the indigenous 
Jabor which has displaced American labor. We are getting the figures 
together. They will be available today, I believe, and we will insert 
them in the record. 

Admiral Ciexron. I have such figures if you want to ask any ques- 
tions about them now. 


SCREENING OF INDIGENOUS LABOR 


Mr. Ostertac. Let me ask you this question, Admiral: You oper- 
ate in many countries, and employ indigenous people or native civil- 
ians in those areas. What procedure do you follow in screening the 
foreign or native civilians, and what control do you have over the 
employment? Are you familiar with the procedures of such opera- 
tions? 

Admiral Ciexron. Generally speaking, yes, not in detail, I am 
afraid; but I do know that we exercise very rigid control on all of 
the handling of classified matters, particularly by civilians. They 
have to be cleared as a result of investigation before they can handle 
anything. 

Mr. , Are you required, in certain countries, to employ 
people through the host nation? 

Admiral Lecerrr. Through the host country ? 

Mr. Osrertaa. Yes. 

Admiral Leccerr. I do not think so. I think we have pretty com- 
plete discretion. 

(Off-the-record discussion.) 

Mr. OsrertaG. I am talking about the shops and plants and any kind 
of employment. For meena in Italy and in France, what happens; 
how do you get your indigenous personnel; how do you hire them? 

Admiral Leecerr. They are screened, Mr. Ostertag, but I am not 
too familiar with the details of that particular process. 

Mr. OstertaG. What primarily concerns me is the security aspect 
in the utilization of such personnel; in certain countries of the world. 
We are required to obtain our personnel through the government of 
the host nation. In other words, they have the control over this 
screening and the hiring and to some extent we are subject to the laws 
and procedures of such country. 

Admiral Ciexton. That is true. 

Mr. Osrertac. And I was wondering what your procedure was in 
order to provide adequate protection or security for the Navy facilities 
in those countries. 

Admiral CLexton. The various commands have detailed responsi- 
bility. In Japan for instance, in the naval shipyard, we have a group 
of enlisted personnel, Navy personnel which handles all the classified 
work—the gunsights or anything of that kind, although that is han- 
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dled separately, and the indigenous help is not permitted within the 
confines, where that work is done. The same thing is true on ships 
with reference to classified work, all of it is done by naval personnel 
and not by indigenous labor. ; 

Mr. Osrerrac. If you care to amplify on your staterent at this 
point, it will be agreeable to me. ; 

Admiral Leceerr. Thank you very much; I will look into it some 
more. I think it is being handled quite well. 

Notre.—Admiral Leggett later brought to Mr. Ostertag’s attention in off-the- 
record discussions Secretary of Navy’s instruction 5510.6 of July 1952. Mr. 
Ostertag suggested that a notation to this effect be entered in the record. This 
instruction covers all the points raised. 

Mr. Wiacteswortru. Mr. Sheppard, any general questions on the 
admiral’s statement ? 


DEVELOPMENT OF PLANS AND SPECIFICATIONS 


Mr. Suerparp. On page 5 of your statement, Admiral, you state: 


Let me add, before leaving this subject of new construction, that one of the 
problems we have been faced with in letting contracts has been the delay in 
drawing up construction plans and specifications following congressional approval 
of our construction program. 


Are you now going into the complete drawing up of specifications 
and plans for your new-ship construction within the Department, 
or are you letting it out on contracts as you have heretofore / 

Admiral Leecerr. It is proposed that we let out this type of plan 
work on contract. 

Mr. Suerrarpv. How much actual detail work is now taking place 
within the Department, insofar as formulating plans and specifica- 
tions before the contract is let; what are the details involved ? 

Admiral Leccerr. We go through the drafting of preliminary plans 
and then the drawing up of the contract plans and specifications ; these 
contract plans and specifications should be sufficient for the ship- 
builder to submit his proposal for construction. 

Mr. Suerparp. Perhaps I did not use the proper phrase to develop 
what I was trying to bring out. There are certain formulas or proc- 
esses within the Department to establish the base for the budget 
request for the construction of new ships as against the formula used 
in contracts that was previously used ; is that correct ? 

Admiral Leccrrr. That is correct. What we would like to do, 
Mr. Sheppard, is to draw the actual working plans, actually pre- 
pare the plans for the construction of those ships in a coming year 
program. We understand that the aviation people and the ordnance 
people do have this privilege. If we could also start the construction 
plans for ships in the year before the appropriation becomes avail- 
able, we feel that it would greatly speed up the construction of the 
ships in the coming program. 

Mr. Suepparp. | think your position is tenable, and not only would 
it have a tendency to expedite construction of ships, but as you go in 
and out of the competitive market, you would have a more definite 
proposition to present to your contractor for construction purposes, 
in order to meet competition, dollarwise, would you not ? 

Admiral Leacerr. Yes. 
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Mr. Suerrarp. It has never been quite clear to me, with all my as- 
sociation with naval functions, as to just what is done within the 
Department prior to getting the contractor, or giving him firm draw- 
ings and specifications for the ship he is to build, and I wonder if you 
would kindly develop for me just what procedure is followed within 
the Department ¢ 

Admiral Leccrerr. I will endeavor to explain it, Mr. Sheppard. 

The first step is to draw preliminary plans. We start with a sketch, 
containing our ideas, and we work with the Ships Characteristics 
Board, the Bureau of Ordnance, the Bureau of Aeronautics, and with 
any others involved, until we arrive at what we know as the prelimi- 
nary plan. This shows the thinking we have for the ship, and whether 
it is feasible. It is more than just that. We have also tested the 
ideas to determine feasibility. With the preliminary plans, we then 
convert the plans into a contract design. The contract design people 
put in the figures, dimensions, weights, materials, and write up the 
specifications, 

Mr. Suerparp. For the design contractor. 

Admiral Leecrrr. The construction plan, yes. Then we draw up 
detailed contract specifications, not detailed in all respects which go 
with the contract plan. The contract plan shows the powerplant de- 
signs of the ship; it shows the individual compartments in the ship, 
for instance; it sets out the machinery space, the bulkhead and things 
of that nature, whereas the preliminary plans do not show all the 
internal arrangements in the ship. 

Mr. Suerrarp. In other words, after the Navy has done its think- 
ing, and written that into the plans, the design contractor does the 
actual drawing of the design, which is submitted to the shipbuilder 
for construction purposes; is that correct ? 

Admiral Leecerr, Yes. 

Mr. Suerrarp. How many firms are there in the country as a whole 
that can handle the matter of drawing up the design and specifica- 
tions for construction purposes / 

Admiral Lecerrr. We have never had any firms drawing prelimi- 
nary plans 

Mr. Sueprarp. Not preliminary. 

Admiral Leecert. Not preliminary? 

Mr. Suepparp. No, the question is directed to the type of planning, 
and blueprints, that are to be submitted to the contractor for con- 
struction purposes. 

Admiral Leecerr. Outside the Navy Department, of the Navy ship- 
yards, I would say that we had not more than five firms capable of 
drawing up contract plans for combatant ships. When we get into 
the smaller, the more numerous type of ships, there are a great many 
of them. 

Mr. Suerrarp. The field is much larger? 

Admiral Leeeerr. Yes. 

Mr. Surrrarp. I would assume because of unknown factors that 
your design construction is negotiated through contract ; is that true? 

Admiral Leecerr. That is true. 

Mr. Suerrarp. Having completed the design construction, made it 
available for construction purposes, what is the average change that 
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has to be made during construction of the ship; what experience have 
you had in that line? 

Admiral Leccerr. The average change that has to be made ? 

Mr. Suerrarp. Yes. 

Admiral Leacerr. The budget estimates to Congress for Navy com- 
batant ships include about 10 percent of the total cost for changes, 
which will occur during the construction period. 

Mr. Suepparp. During the construction of the ship, according to 
design, your operation might be termed of the same category as the 
architect who supervises the plans during the construction of a build- 
ing which his firm designs ¢ 

Admiral Lxeecrrr. Yes. 

Mr. Sueprarp. That is all a part of the contract ! 

Admiral Leccerr. That is all a part of the contract. 

Mr. Suerrarp. The contractor makes no changes in design without 
consultation with the design engineer in the Bureau of Ships; i is that 
correct 

Admiral Leceerr. That is correct. 

Mr. Suerrarv. How long will it take you to get your designs out 
so they will be in a status w where you can take advantage of economic 
conditions that might apply to this function? Will you be able to 
have them so you can apply it to ships that you are presenting in this 
appropriation bill ? 

Admiral Leacerr. No. What we propose is to begin drawing the 
working plans for the construction of the ships that would come in 
the 1956 program. 


SHIP PRESERVATION PROGRAM 


Mr. SuHepparD. What difficulties have you encountered in your pres- 
ervation program that will have to do with the 1,362 ships which are 
referred to on pages 6 and 7 of your statement? Are you having any 
difficulty in that function’ In other words, have you had to change 
your preservation formula, or procedure, in the last 18 months? 

Admiral Leecerr. No substanstial change; no. As we have stated 
here, we are trying out some new ideas, suc has the cathodic protection, 
which I mentioned in my statement. 

Mr. Suepparv. How long will it take to complete that idea? 

Admiral Leccerr. We now have the cathodic protection applied to 
some 140 ships. We think we will be able to evaluate that function 
within the next 2 years. 

Mr. Suepparp. Do your figures show the cost of preserv ation has 
eoeeed proportionately to other costs under consideration in the 

udget 

Admiral Leccetr. Wherever labor and materials are involved of 
course the cost has increased. 

Mr. Sueprarpb. That is all, Mr. Chairman, in relation to the ad- 
miral’s general statement. I do want to discuss the aspect in refer- 
ence to the innovation with reference to power units, but that subject 
matter will be more completely developed later on. 

Admiral Leccetr. We can give it to you at any time you want it, 
but we think it would normally follow under “Ships and facilities.” 
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Mr. Suerparp. That would be the more likely place to have it 


appear. 
dmiral Ciexton. I think it would. 
Mr. Sueprarp. Thank you, Mr. Chairman. 


Tuespay, Marcu 9, 1954. 


SHIPBUILDING AND CONVERSION, NAVY 
Amounts available for obligation 
= 
1953 actual | 1954 estimate | 1955 estimate 
Appropriation or estimate. _| $511, 938, 000 | $720, 000, 000 |$1, 042, 400, 000 
to “ Facilities, pursuant to annual appro-_ 
—1, 319, 450 —300, 000 | —1, 250, 000 
Adjusted appropriation or estimate.-_.._................ 510, 618, 550 719, 700,000 | 1,041, 150, 000 
Prior year balance evailable.................-.---.--------- 242, 831,696 | 276, 623, 526 218, 942, 536 
Balance transferred from “Ordnance for shipbuilding and 
conversion, Navy,” pursuant to Public Law 
Reimbursements from other 41, 153, 278 
Total available for obligation ._......................--- | 794, 603, 524 |1, 095, 137,892 | 1, 260, 092, 536 
Balance available in subsequent year... __..........-.....---- |—276, 623, 526 |—218, 942, 536 | —264, 721, 736 
Obligations 517,979,998 | 876,195,356 | 995, 370, 800 
Comparative transfer from “Ordnance for shipbuilding and | | | 
| 618,957,169 876, 195, 356 | 995, 370, 800 
Obligations by activities 
Description 1953 actual | 1954estimate| 1955 estimate 
Direct Obligations | 
= year 1952 program: 
essels $139, 939, 388 | $122,016, 566 | $165, 326, 000 
46, 770, 087 21, 670, 000 15, 000, 000 
293, 353, 610 197, 728, 790 65, 800, 400 
41, 207, 084 9, 700, 000 4, 000, 000 
paeesadieheesan 468, 193, 000 15, 900, 400 
eae 40, 261, 000 15, 000, 000 
629, 299, 000 
521, 270, 169 | 859, 569,356 | 981, 105, 800 
Obligations Payable Out yo From Other 
Fiseal year 1952 13, 987, 000 14, 265, 000 
year 1953 program 
Total obligations payable out of reimbursements from 
97, 687, 000 16, 626, 000 | 14, 265, 000 
618, 957, 169 876, 195,356 | 995, 370, 800 
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Obligations by objects 


Object classification 1%53 actual 1954 ostimate | 1955 estimate 


RUREAU OF SHIPS | | 


Total number of permanent positions. ___- weal ‘ } 33, 440 36, 301 35, 850 
Full-time equivalent of all other positions... 2 2 2 
Average number of all employees___._. 31, 668 | 33, 556 34, 930 
Add average number man-years carried in other position | 2,442 2, 360 | 2, 360 
Average number of all employees paid from01 Personal 34, 110 { 37, 200 
Average salaries and grades: | | 
General schedule grades: | } 
Average salary - a $4, 463 $4, 461 | $4, 461 
Average grade __ GS-6.4 | GS8-6.4 | GS-64 
Crafts, protective, and custodial grades: 
Average sal: $3, 521 | $3, 520 | $3, ! 
Average grade __ | CPC-5.9 CPC-5.9 | CPC-5.9 
Ungraded positions: “Average salary sc eae $4, 151 $4, 152 $4, 152 
Direct Obligations | 
01 Personal services: } 
Permanent positions 4 ...| $140,823, 879 | $154, 005,500 | $160, 324, 500 
Other positions : | 10, 330 | 7,000 | 7, 000 
Regular pay in excess of 52-week base _ | 540, 023 590, 500 | 616, 600 
Payment above basic rates 2 : | 9, 213, 448 6, 788, 800 | 7, 076, 300 
Total personal 150, 587, 680 | 161,391, 800 | 168, 024, 400 
02 Travel. _.. 402, 422 180, 000 | 628, 000 
03 Transportation of things......__- 1, 467, 583 | 3, 085, 000 5, 420, 000 
04 Communication services 90, 000 | 119, 000 
05 Rents and utility services. _............-- 64, 000 98, 000 
06 Printing and reproduction i‘ 70, 000 | 96, 000 
07 Other contractual services | 43, 912, 400 97, 206, 600 
08 Supnlies and materia)___............---- | j 204, 166,000 | — 268, 400, 000 
09 Equipment 237, 801, 723 398, 564, 756 | 440, 467, 000 
15 Taxesand assessments ____..........--- el 7 104, 126 | 121, 000 | | 150, 000 


Total direct obligations. "521, 270, 169 | 821, O44 056 980, "894, 000 


} 
Obligations Payable Out of Reimbursements From Other Accounts | 
| 
a 


16, 6 626, 000 14, 265, 000 
838, 570, 956 | 904 959, 000 
ALLOCATION TO DEPARTMENT OF COMMERCE | | - 
07 Other contractual services (total obligations_.._._.-- ea 37, 624, 400) | 411, 800 
SUMMARY | 
| 
Total number of permanent positions. ...................--.- 33, 440 | 36, 301 | 35, 850 
Full-time equivalent of all other positions 2 2} 2 
Average number of all employees 34 930 
Add average number man-years carried in other position | 
schedules 


Average number of all employees paid from 01 Personal 
services 


Average salaries and grades: 


General schedule grades: 

Crafts, protective, and custodial grades: | 
Average salary $3, 521 | $3, 520 | $3, 520 
Average grade................... oA" CPC-5.9 | CPC-5.9 CPC-5.9 

Ungraded positions: Average salary_..............-_..-.- $4, 151 | $4, 152 $4, 152 

Direct Obligations | 
01 Personal service: 
Other positions _- 7,000 | 7, 000 
Regular pay in excess of 52-week base. — on 4 | 590, 500 | 616, 600 
Payment above basic rates....................-- ones} 9, 2 213, 448 6, 788, 800 7, 076, 300 300 


150, 587, 680 161, 301, 300 168, 024, 400 400 


4 | 
: 34, 110 | 35, 916 | 37, 200 
| 
po 
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Obligations by objects—Continued 


| 


| | 
Object classification 1953 actual 1954 estimate 1955 estimate 
SUMMARY—con. 
Direct obligations—Con. | 
of 1, 467, 583 3, 085, 000 5, 420, 000 
04 Communication services......................---....... 66, 189 | 90,000 | 119, 000 
05 Rents and utility services.......___. inlaelinaisihadaisieditat 44, 559 | 64, 000 | 93, 000 
06 Printing and reproduction._..........._...---...-. nee 56, 077 70,000 | 96, 000 
07 Other contractual services... ten | 44,507,336 | 91, 536, 800 97, 708, 400 
08 Supplies and | §&6, 232, 474 204, 166, 000 268, 400, 000 
| 237,801,723 | 398,564,756 | 440, 467, 000 
15 Taxes and 104, 126 121, 000 | 150, 000 
-| 521,270,169 | 859, 569, 356 981, 105, 800 
Obligations Payable Out of Reimbursements From Other Accounts | | | 
09 Equipment_.....- | 97,687,000 | 16,628, 000 14, 265, 000 
| 618,957,169 | 876, 195, 356 | 995, 370, 800 


Analysis of expenditures 


j 
1953 actual | 1954 estimate 1955 estimate 


| | 
Unliquidated obligations, start of year......._______ $1, 171, 581, 255 | $1, 137, 172, 231 $1, 557, 933, 718 
Obligations incurred during the year- . / 517, 979, 998 | 876, 195, 356 | 995, 370, 800 
Obligations transferred from “Ordnance for shipbuild- 
ing and conversion, Navy,” pursuant to Public Law 
1, 689, 561, 253 | 2, 325, 767, 633 2, 553, 304, 518 
Deduct: 
Reimbursements... 41, 153, 278 | 2, 833, 915 
Unliquidated obligations, end of year..........____ 1, 137, 172, 231 | 1, 557, 933, 718 1, 778, 304, 518 
511, 235, 744 | 765, 000, 000 775, 000, 000 
Expenditures are distributed as follows: & 
Out of current authorizations... ___- aoa . 5 } 511, 235, 744 178, 234, 000 224, 311, 000 
Out of prior 


586, 766, 000 | 550, 689, 000 


Mr. Wiccteswortn. We will take up the first item entitled “Ship- 
building and conversion,” which is the big item. 

Admiral Leecerr. Yes. 

Mr. Wiceteswortn. And calls for an appropriation of $1,042,400,- 
000 as compared with the appropriation in respect to the current 
fiscal year of $720 million, or an increase in terms of appropriation, 
of $322,400,000. 

OBLIGATIONS 


I note on page 2 of the justifications a table which speaks appar- 
ently in terms of estimated direct obligations, which would indicate 
the estimated net obligation in fiscal year 1955 of $981,105,800, as 
compared with the estimated obligations for the fiscal year 1954 of 
$859,569,356 or an apparent increase in terms of direct obligations 
of $121,536,444; is that correct ? 

Admiral Leccerr. That is correct. 


“NET ADJUSTMENT” ITEMS 


Mr. WiceteswortH. The difference between the comparison, in 
terms of appropriation, and in terms of direct obligations, is ap- 
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arently due to items entitled “Net adjustment” which reflect a plus 
of $139.5 million in fiscal year 1954, and a minus of $61.3 million in 
fiscal year 1955. 

What are those so called “Net adjustment” figures? 

Admiral Leccerr. We have a list of the net adjustment figures. I 
thing Captain James can give you the details. 

Captain James. We show over in the fiscal year 1954 column, bal- 
ance unobligated from prior year, $276,623,526; we have transfers 
from “Ordnance, ship construction” appropriation of $95,980,451. 

Then reimbursements from the mutual defense program in 1954, 
$2,833,915, for a total of $375,437,892. That was added to the 1954 
appropriation. 

Then transfers out of the appropriation: $300,000 to “Facilities, 
Navy.’ 

An anticipated unobligated balance carried over at the end of fiscal 
1954 of $218,942,536. There is a reimbursement obligation made in 
fiseal 1954 in the amount of $16,626,000 for a gross of $235,868,536 
reduction in amount available for obligation. 

The net adjustment, the difference between the ins and outs, is 
$139,569,356. 

Now, in the 1955 column, we carry over the $218,942,536 on enter- 
ing the fiscal year. We are contemplating a transfer to the “Facili- 
ties, Navy,” of $1,250,000; we are anticipating an unobligated bal- 
ance at the end of that fiscal year, of $264,721,736; and reimbursement 
obligations made in fiscal 1955 of $14,265,000 for a total out of ap- 
propriation, of $280,236,736. 

The difference between that and the amount we carry over into the 
program is a decrease of $61,294,200 carried over into fiscal 1956. 


APPROPRIATION INTRODUCTION 


Mr. Wiaeieswortu. Without objection, we will insert at this point 
in the record pages 2 and 3 of the justifications, entitled “Appropria- 
tion Introduction.” 

(The statements referred to follow :) 


SHIPBUILDING AND CoNvERSION, Navy 


Appropriation introduction 


Fiseal year Fiscal year Fiseal year 
1953 1954 1955 
on $511, 938, 000 | $720,000, 000 |$1, 042, 400, 000 
9, 332,169 | 139, 569, 356 —61, 294, 200 


Total direct obligations_-___ | 521,270,169 | 859, 569, 356 981, 105, 800 


In the postwar period prior to fiscal year 1952 the construction, acquisition, 
and conversion of hulls and machinery of naval vessels were financed by the 
appropriation “Construction of ships, Navy.” Procurement and production of 
ordnance for these vessels were financed by the appropriation “Ordnance for new 
construction, Navy.” The postwar appropriations “Construction of ships, Navy” 
and “Ordnance for new construction, Navy” include all annual shipbuilding and 
conversion programs authorized from July 17, 1947, through June 30, 1951, with 
the exception of the 1951 fourth supplemental program. The latter program 
was transferred in its entirety from the appropriation “Construction of ships, 


552 


Navy” and merged with the appropriation “Shipbuilding and conversion, Navy” 
as a part of the 1952 program. The ordnance for vessels in the 1951 fourth 
supplemental program was initially authorized as a part of the 1952 program 
under the appropriation “Ordnance for shipbuilding and conversion, Navy.” 
Accordingly, no transfer was required. 

Beginning with the 1952 program, funds for the construction, acquisition, and 
conversion of hulls and machinery for naval vessels were appropriated under 
“Shipbuilding and conversion, Navy,’ and funds for the procurement and pro- 
duction of the related ordnance were provided under “Ordnance for shipbuild- 
ing and conversion, Navy.” Starting in fiscal year 1954, pursuant to Public Law 
179, 83d Congress, approved August 1, 1953, shipbuilding and conversion require- 
ments for both vessels and ordnance are being financed by the appropriation 
“Shipbuilding and conversion, Navy.” Moreover, the unexpended funds of the 
appropriation “Ordnance for shipbuilding and conversion, Navy” as of June 30, 
1953, amounting to $408,380,497 were transferred to the appropriation “Ship- 
building and conversion, Navy” and completion of the ordnance requirements for 
vessels in the fiscal year 1952 and 1953 programs is being accomplished under 
this head. This unexpended balance of “Ordnance for shipbuilding and con- 
version, Navy,” consisted of $95,980,451 in unobligated authority and $312,400,046 
in unliquidated obligations. 

This appropriation, supporting requirements for vessels and ordnance, pos- 
sesses the characteristic features of the prior shipbuilding and related ordnance 
appropriations in that: 

(a) In general, each appropriation act permits the Navy to obligate the 
entire cost of a specific program of ships and related ordnance, even though 
the actual expenditures against the obligations will extend over several years. 

(b) During fiscal year 1951 the former practice of providing funds for ex- 
penditures during the fiscal year concerned was modified and all new obliga- 
tional authority was covered concurrently by an equivalent cash appropriation. 
This practice was extended for subsequent fiscal years and is anticipated to 
be continued in fiscal year 1955, in which case the Bureau of Ships and the 
Bureau of Ordnance will receive: 

(1) $182,571,000—the obligational authority and cash required to finance re- 
pricing adjustments in the 1952 and 1958 programs. The total requirement 
for this purpose is estimated to be $196,836,000. The balance of $14,265,000 
is to be financed by reimbursements resulting from cash sales of Navy ships 
and related ordnance under the mutual defense assistance program. 

(2) $859,829,000—the obligational authority and appropriated cash required 
to fully fund the proposed 1955 program. 

(c) The funds appropriated are available until expended, i. e., the appropri- 
ation is “continuing.” Thus, balances of unexpended funds and unobligated 
authority remaining from a prior year are carried automatically into the suc- 
ceding year without the necessity for reappropriations. 

The programs for fiscal years 1952 through 1954 contain 113 ships and 563 
service and other small craft for new construction, and provide for the con- 
version of 220 ships. Listed under ships for new construction are 103 combatant 
vessels and 10 auxiliary vessels. As of December 31, 1953, a total of 168 ships 
had been completed (14 constructed and 154 converted) under this appropriation. 

The proposed 1955 program comprises the construction of 30 ships and 1,040 
service and other small craft. The 30 ships to be constructed are all combatant 
vessels. The program also covers the conversion of 17 ships, all combatant, 
as well as the development of designs for vessels to be constructed or converted 
in the future. 


Mr. Wicc.tesworrn. It appears from the above pages that in fiscal 
year 1955 the request before us contemplates an obligational author- 
ity and cash required to finance repricing adjustments in respect to the 
1952 and 1953 programs, amounting to $196,836,000, of which $14,265,- 
000 comes by way of reimbursements from MDAP, and the balance of 
$182,571,000 comes from the appropriation request now under consid- 
eration. It further appears that the balance of the present request, 
amounting to $859,829,000, represents the sitietionst authority and 


appropriated cash required to fully fund the 1955 program. 
f that $859,829,000 how much is for new construction and how 
much is for conversion ? 
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Admiral Lrecrerr. New construction would be $733,710,000, and for 
conversion, $122,582,000, and for advance for designs, we have asked 
for $3,537,000. 


SUMMARY OF NEW OBLIGATIONAL AUTHORITY 


Mr. Wicc.ieswortn. If there is no objection, we will insert at this 
point in the record the table appearing on page 5 of the justifications 
entitled “Summary of New Obligational Authority by Budget Ac- 
tivity.” 

(The statement referred to follows :) 


SHIPBUILDING AND Conversion, Navy 


Summary of new obligational authority by budget activity 


Num- Activity 1953 1954 | 1955 Justification 
ber actual | actual | estimate page 
1 | 1952 program ____- 0| $168, 128, 000 $138, 548, 000 | 
Vessels. 0| 168,128,000 | 137, 207,000 
TERE | 0 | 0 1, 341, 000 
2 | 1953 program. . | $667, 966, 000 | 0 | 58, 288, 000 
—— — | 
Vessels _- | 1596, 625, 000 | 0 59, 629, 000 | 
Ordnance 71, 341, 000 | 0 —1, 341, 000 
3 | 1954 568, 498, 000 | 0 | 
Vessels. | 2501, 793, 000 | 0 | 
Ordnance. | 66, 705, 000 | 0 
| 3008. | 859, 829, 000 
} 105, 766, 000 


Total obligational au- 


ee. 667, 966, 000 | 736, 626, 000 | 1, 056, 665, 000 | 

Vessels. 596, 625, 000 669, 921, 000 | 950, 899, 000 | 
| 


71, 341, 000 66, 705, 000 105, 766, 000 


Less mutual defense assist- 
ance program reimburse- 


} 
| 97, 687, 000 | 16, 626, 000 | 14, 265, 000 | 


Vessels... 84, 687, 000 | 13, 987, 000 14, 265, 000 | 
13, 000, 000 | 2, 639, 000 | 0 | 
Net new obligational | 
authority requested. i 570, 279, 000 720, 000, 000 | 1,042, 400, 000 | 
| 938, 000 655, 934,000 | 936, 634, 000 | 
58, 341, 000 64, 066, 000 105, 766, 000 | 


1 Includes transfer to ‘Facilities, Navy’’ of $820,000, net amount remaining after transfer: $595,805,000. 
2 Includes proposed transfer to “Facilities, Navy’’ of $300,000. 
3 Includes proposed transfers to “Facilities, Navy” of $1,250,000. 


Mr. Wiceiesworru. It appears from this table, among other things 
in the column for 1955 estimate, that the total just referred to of 
$182,571,000 for repricing is reflected in $138,548,000 for the 1952 
program and $58,288,000 for the 1953 program, less $14,265,000 by 
way of reimbursements from MDAP. 

‘here is also reflected the figure of $859,829,000 for vessels and 
ordnance in the 1955 program. 

In this table also will be noted the overall figure already referred 
to in terms of appropriation, at the bottom of the tables, $1,042,400,- 
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000, the overall request for 1955, as compared with $720 million in 
fiscal year 1954. 

This table also shows the breakdown of new obligational authority 

rovided in each of the years, 1953, 1954, and 1955. That is correct, 
is it not? 

Captain James. Yes. 


ANALYSIS OF APPROPRIATION REQUESTS AND TOTAL OBLIGATION AL 
AUTHORITY 


Mr. Wicetesworrn. There is also a table on page 8 of the justifica- 
tions which, without objection, will be Semtnek ‘ee the record at this 
point, entitled “Analysis of Appropriation Requests and Total Obli- 
gational Authority,” and which reflects as of June 30, 1954, the total 
valuation of the 1952, 1953, and 1954 programs, as of the present 
time and the revision in the evaluation of those programs, on the 
ae that the request now before the committee will be ap- 
roved. 
(The table referred to follows :) 


SHIPBUILDING AND CoNvVERSION, Navy 


Synopsis of estimate 


Analysis of appropriation peas and total obligational | Approved pro- | Revised pro- | 
autho 


rity | gram totals | gram totals | 1955 estimate 
1000 _.....| $2,079, 815, 000 | $2, 218, 363, 00 | $138, 548, 000 
Vessels... ----| 1, 648, 425, 000 | 1, 785, 632, 000 137, 207, 000 
431, 390, 000 432, 731, 000 | 1, 341, 000 
1953 Program. 667,966,000 | 726, 254, 000 | 58, 288, 000 
Vessels______. 2 596, 625,000 | 2656, 254, 000 | 59, 629, 000 
Ordnance... 71, 341, 000 70, 000, 000 | —1, 341, 000 
1954 program... ‘ 568, 498, 000 568, 498, 000 | 0 
 — 2 501, 793, 000 | 0 
Ordnance... 66,705,000 | 66,705,000 | 0 
1955 program..._. 859, 829, 000 859, 829, 000 
| 4754,063,000 | 754, 063, 000 
Ordnance... 105, 766, 000 | 105, 766, 000 
Total obligational authority ae .....| 3,316, 279,000 | 4,372, 944, 000 1, 056, 665, 000 
2, 746,843,000 | 3, 607,742,000 950, 899, 000 
Ordnance... ._... | 569, 436, 000 | 675, 202, 000 | 105, 766, 000 
Less Mutual Defense Assistance Program reimburse- | | | 
Total appropriation request... 1, 042, 400, 000 


' Includes actual transfers to “Facilities, Navy” of $1,620,000; net amounts remaining after transfers: 
$1,646,805,000 for “Approved program total’’, and $1,784,012,000 for ““Reyised program total.’”’ 

? Includes actual transfer to “Facilities, Navy” of $820,000; net amounts remaining after transfer: $595,- 
$05,000 for “Approved program total” and $655,434,000 for ““Revised program total.” 

3 Includes proposed transfer to “Facilities, Navy” of $300,000. 

‘ Includes proposed transfers to “Facilities, Navy” of $1,250,000. 
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RELATIONSHIP OF OBLIGATIONAL AUTHORITY TO APPROPRIATION, 
OBLIGATIONS AND EXPENDITURES 


Mr. Wice.esworrn. There is one further table, on page 11 of the 
justifications, entitled “Relationship of Obligational Authority to 
Appropriation, Obligations and Expenditures,” which, without objec- 
tion, we will insert in the record at this point. 

(The table referred to follows:) 


| 
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Mr. WicGLeswortH. i note in column 1 of this table a breakdown, 
I take it, of the 1954 and 1955 appropriations; is that correct ¢ 

Captain James. A breakdown of funds available. 

Mr. Wiectesworru. There is a breakdown of the 1954 appropria- 
tion at the top and the 1955 appropriation further down; is that 
correct ¢ 

Captain James. Yes, 

Mr. Wieeieswortu. For example, “Repricing of 1952 program,” 
$154,141,000 was the first repricing, was it not, of the 1952 program ¢ 

C aptain J Ames. Yes. 

Mr. WiceLesworrH. Then dropping down a little in fiscal year 
1955, I see repricing of the 1952 program, $124,283,000; that would 
be the second repricing of that program ? 

Captain James. Yes. 

Mr. WiccLeswortu. And directly below, repricing of the 1953 pro 
gram, $58,288,000; that would be the first’ repricing in the 1953 pro- 
gram‘ 

Captain James. Yes. 

Mr. Wiceteswortu. Taking the last two items together, you get 
the $182,571,000 which you are requesting for repricing in the appro- 
priation now under consideration ¢ 

Captain James. ‘That is correct. 

Mr. WiceLeswortu. Now, over in columns 6 and 7 of this table, 
entitled vag 5 tively “Obligations” and “Expenditures,” I notice for 
fiscal year 1954, what I assume to be the estimated 1954 obligations as 
of June 30, 1954, of $876,195,356. Is that what that figure shows ¢ 

Captain James. That is what that figure is, yes. 

Mr. Wiccteswortu. And similarly, estimated 1954, expenditures as 
of that date, of $765 million. 

Captain James. Yes. 

Mr. WieeLesworrH. When were those estimates made / 

Captain James. They were finally revised in the middle of Decem- 
ber 1953. 

Mr. Wice_eswortnu. Have you actual figures more recent than that / 

Captain James. The actual expenditures in the fiscal year 1954 
to December 31, we have. ‘The estimate, however, for the entire year 
is no different than that figure before you. 

Mr. Wie6.eswortH. What was the actual expenditure and what 
was the actual obligation figures of the most recent date / 

Captain James. I can give you cumulative totals immediately 
against this entire appropriation. 

The expenditures from the Ist of July 1953, through December 31, 
1953, the latest figure I can give for the “Shipbuilding and conversion, 
Navy,” appropriation, is $379.9 million. 

The obligations for the same appropr iation for the period July 1, 
1953, to Janu: ary 31, 1954, is $143.5 3 million. 

Mr. Wieeieswortu. That is the obligation for 7 months? 

Captain James. Yes. There have heen vet ry significant obligations 
— in the first few days of February, with the aw arding of con- 

racts for the aircraft carrier and for the destroyer, totaling $182 
million additional occurring in the first 2 or 3 days in February. 

Mr. Wiaetesworrn. You state that your estimate for the 12 months 
is unchanged ? 
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Captain James. Yes. We have a number of additional ships in the 
1954 appropriation that are just trembling on the edge of contract 
award at the moment, calling for the construction of a submarine; 
2 landing ships, dock; 1 landing ship, tank: 2 escort destroyers; and 
2 ammunition ships. 

Mr. WiceieswortH. Dropping down in this table to the item en- 
titled “Status as of June 30, 1955,” it is my understanding that as of 
that date, assuming the request before this committee is approved in 
full, you estimate an unexpended balance of $2,042,625,704, of which 
you expect $1,778,304,518 to be in the form of unliquidated obliga- 
tions and the balance of $264,321,186 to be in the form of unobligated 
authority; is that correct? 

Captain James. That is correct. 


ESTIMATED UNOBLIGATED AUTHORITY 


Mr. Wiceteswortu. What items does that $264,321,186 carryover 
represent 

Captain James. On those ships which will have been contracted for 
this year there will be additional items of Government material still 
remaining to be contracted for after the contract for basic construction 
has been awarded. There will be those items on ships that are com- 
pleted after the year end 1955 for the work termed “post delivery 
work.” Such items are determined to be necessary during the trials 
and tests of the ship by the Navy Board of Inspection. The funding 
of these is after the ship is completed. There are certain amounts of 
our funds that are held in reserve for later obligation in the area 
termed “Shipbuilding Administration.” That covers the departmental 
and field administration costs of the shipbuilding program both within 
the naval shipyards and in the supervisory functions provided for 
work done in private shipyards. The gross of these is the figure you 
previously have mentioned. 

Mr. Wiceieswortn. Is that sheet before you a breakdown of the 
items? 

Captain James. No, sir; not in that detail. 

Mr. Wiceitesworrn. I do not want too much detail but please fur- 
nish the committee with a table covering this $264 million item rather 
comprehensively. 

Captain James. Yes, sir. 

(The information requested is as follows :) 


Explanation of estimated unobligated authority at June 30, 1955 


Number of ships uncompleted, 


| Unobligated June 30, 1955 
Program balances, June 
| 1065 Conver- Construc- Total 
sion tion 
| Millions 
1952 awit ni | $63. 6 1 5 4 
1954_. 26.2 2 19 21 
1955__ 158. 5 | 17 | 30 
Total... 4.3 | 22 68 90 
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According to present estimates the unobligated authority as of 
June 30, 1955 ($264,321,186), is required to complete the shipbuilding 
and conversion programs now authorized and proposed. ‘The total 
unobligated balance represents 6 percent of presently authorized and 
proposed programs and is in accordance with the practice of provid- 
ing full obligational authority for programs at the time of authoriza- 
tion. The major portion represents requirements for post delivery 
work, the exact nature of which is uncertain until after the ships 
involved have received thorough — and trials. Other items to be 
obligated subsequent to fiscal year 1955 include electrical machinery 
components, mechanical mac hans components, electronics equip- 
ment, outfit supply equipment, as well as ordnance components for 
guns, mounts, underwater ordnance, fire-control equipment, and ship- 
building administration expenses necessary for the supervision of the 
construction and conversion of these vessels. Further obligations will 
be required due to contract escalation clauses and other contract 
changes. 

Mr. Wicciteswortit. This money will be obligated and expended 
when 

Admiral Leeerrr. During the construction period of the ships and 
within the 27-month postdelivery. 

Mr. Wiceieswortit, You mean within 27 months of the end of fiseal 
year 19554 

Admiral Leccerr. There is an administrative policy for this whole 
shipbuilding and conversion program that in accordance with our 
present planning it will be expended within 7 years from the com- 
mencement of any individual annual increment of this appropriation. 

Mr. Wicetesworti. You mean some of it might not be spent until 
7 years from July 1, 19544 

Admiral Leccerr. That is correct, sir. 

Admiral Ciexron. Mr. Chairman, in making up their table of the 
contents of the $264 million, could they also give a narrative of the 
reason for this wnobligated balance ¢ 
Mr. WiceLtesworti. Yes; I have no objection. 

Admiral Ciexton. This committee has always funded the ship as 
whole at the time of the original program. 

Mr. Wicctesworrn. I understand. 

Admiral Leeeerr. We think it is not really proper to consider that 
the money is not obligated. We must have it to finish the ships. But 
we have not been able to think of a way to so indicate in view of 
requirement for formal obligating documents. 


as 


REPRICING ADJUSTMENTS 


Mr. WiccLeswortu. Now I want to get some more in detail about 
the request for repr icing adjustments in the 1952 and 1953 programs. 
That is the $182,571, 000. item. I understand that $124,283,000 of this 
is in respect to the 1952 program and that there has previously been 
made available for repricing in respect to the 1952 program $154,- 
141,000, giving a total figure to date of about $278,424,000. Is that 
correct 

Admiral Leecerr. Yes, sir. 


i 
43811—54—-—-26 
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Mr. Wicc.eswortn. And I further understand that the balance of 
the request before us now, $58,288,000, is applicable to the fiscal year 
1953 program ? 

Captain James. Yes, sir. I would like to mention that the $124- 
million figure which you used was after the adjustment for reimburse- 
ments in the amount of $14 million. Our actual item-by-item review 
in the 1952 program generates a request in gross for $138,548,000. 

Mr. Wiceieswortu. What was the original estimate of cost for the 
1952 program ? 

Admiral Leecerr. $1,911,687,000. 

Mr. WiceteswortH. And the 1953 program was? 

Captain James. $667,966,000. 

Mr. Wiccieswortu. As of what date was your estimate for the 
first repricing of the 1952 program made? 

Captain James. May of 1952. 

Mr. Wicereswortn. And as of what date are the estimates of 
essential repricing which appear in this request, both in respect to 
the 1952 and the 1953 programs, made ? 

Admiral Leecetr. April of 1953, sir. 

Mr. Wica.eswortn. Can you give me the dates of the original de- 
termination of value for each of the programs? 

Captain James. August of 1950 a the 1952 program; April of 
1951 for the 1953 program. 

Mr. Wiceteswortu. What is the explanation of the repricing 
request now before us? 

Admiral Leacerr. The repricing now before the committee is based 
on a detail review, ship by ship, of the obligations outstanding and the 
estimated cost to complete on the basis of present conditions. We 
have, however, reviewed the whole program in the light of the in- 
creased cost of labor and material just as a check on our own work. 

Mr. Wiceteswortu. How much of this request for $182.5 million, if 
any, reflects changes in design ? 

Admiral Leeerrr. We do not have it broken down specifically on 
the design changes. 

Mr. Wiceeteswortu. I assume a portion of it is explained by design 
changes; is it not? 

Admiral Leacerr. In the case of individual ships, yes, sir. Some 
ships have had design changes that have made them run considerably 
higher. Conversely, other ships have had design changes that have 
lowered the costs of those ships. 

Mr. Wiceteswortn. Am I correct in assuming that this request is 
the result of (a) changes in design, (2) increases in labor costs, and 
(c) increases in material costs? 

Admiral Leecerr. Yes, sir. 

Mr. Wieeieswortn. What percentage of increased labor costs have 
you used in estimating this request as between May of 1952 and 
April of 1953? 

Captain James. We have in the generation of these estimates, Mr. 
Wigglesworth, gone on an individual ship basis. However, in doing 
so there is a reflection of the labor and material index rise in the 
final estimates from May of 1952 to April of 1953 of 18.1 points in 
the labor and material index, which, roughly speaking, is a 9-per- 
cent increase in the labor and material index. 
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Mr. Wiacteswortn. In terms of points, from what to what? 

Captain James. From 219.1 to 237.2. 

Mr. Wieeteswortn. What about the material costs? 

Captain James. That is the composite figure. 

Mr. Wiceteswortn. Labor plus material ? 

Captain James. Yes, sir. I can give it to you separately if you 
would like. 

Mr. Wiceteswortn. Yes, I would like to have each of them. 

Captain James. The May 1952 labor index is 222.5. The April 
1953 labor index is 243.2. The May 1952 material index is 211.2. 
The April 1953 material index is 223.2. 

Mr. WiaeteswortH. How many of these ships are involved in re- 
spect to this repricing in the 1953 program and in respect to the 1952 
program ¢ 

Captain James. The total number of ships in the 1952 program, 
both construction and conversion, is 264 ships. 

Mr. Still incomplete? 

Captain James. No, sir. 

Mr. Wiecteswortu. How many are involved in this repricing? 

Captain James. I will have to do a little quick arithmetic. We 
have this broken down and available for you in the detailed amount 
by the aircraft carrier increase; the destroyer program increase; the 
minesweeper decrease, and so on. 

Mr. Wiceteswortu. Off the record. 

(Discussion off the record.) 

Mr. Wiaceirsworrn. I think it would be helpful if you could fur- 
nish to the committee the 2 lists you have referred to, 1 of 25 items 
remaining in respect to the 1952 program, and the other of items in 
respect to the 1953 program, showing in each category the increase 
resulting from (a) change of design, (6) from increase in labor costs, 
and (¢c) from increase in material costs. 

Mr. Ostertac. Off the record. 

(Discussion off the record.) 

Mr. Suerparp. In other words, you find yourself in a field you can- 
not anticipate from a bookkeeping point of view ? 

Admiral Leecerr. That is correct. 

Mr. Wiceieswortn. Off the record. 

(Discussion off the record.) 


ESTIMATES FOR REPRICING BY MAJOR CATEGORIES OF VESSELS 


Mr. Wiccteswortu. My attention is called to a table in the hearings 
last year, at page 633, entitled “Postwar shipbuilding and conversion 
programs showing breakdown of estimates for repricing by major 
categories of vessels.” Perhaps we could have for the record a similar 
table which will be brought up to date and which will include the 1953 
program which has now reached the repricing stage. 

Captain James. We have that, sir. I might remark at this time 
that the categorization of costs as presented last year and this year is 
different. The Bureau has recently adopted a major change in its 
costing and record keeping in the shipbuilding program stemming 
from a very comprehensive study. 

(The information referred to follows :) 
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CLASSIFICATION OF PRIORITY RATINGS 


Mr. Wiccteswortrn. Turning to the item of $859.8 million for con- 
struction and conversion, I note that you have given us detailed in- 
formation for the 1955 program and the 1954 program in the classified 
supplement. This data, among other things, includes the priority at- 
tached to the ship or ships requested, the number of ships, the total 
cost, and the estimated eoubditere over the years 1955 to 1961, in- 
clusive. Why are these figures classified ? 

Captain James. The basic reason is to have administrative privacy 
in the generation of a new ship-building program, and not to reveal 
to potential bidders the figure that the Navy has requested. These are 
principal reasons for that classification. 

Mr. Wicetesworta. Is the priority appearing in these pages cor- 
rect or do I understand from what was said yesterday that further 
consideration is to be given the matter of priority ? 

Admiral Scutnpier. It has been the practice in the past when there 
is a cut in the appropriation for a program to attempt to reserve the 
right to reprogram it after the cut. 

{r. Suepparp. Off the record. 

(Discussion off the record.) 

Mr. Wiceteswortn. You have numbered the various categories in 
the 1955 program from No. 1 priority up to No. 17. 

Admiral Scurnpier. Yes, sir. 

Mr. WicceiteswortH. My question was directed to ascertaining 
whether or not the committee should regard that as the present pri- 
ority rating or whether in the light of what was said yesterday when 
Admiral Carney was here there is to be a change? 

Admiral Scurnptrr. It is not a priority rating because the em- 
phasis on the various types will be rearranged in accordance with the 
amount of the cut. 

Mr. WiccrrswortH. What this committee would like to have is 
some kind of priority listing before marking up the bill. That is what 
we have had in other years. 

Mr. Suerparp. Off the record. 

(Discussion off the record.) 

Admiral Leccert. This is the priority as it stands now. 

Mr. Wiceteswortn. This is the present priority ? 

Admiral Leaeetr. Yes, sir. 

Mr. Wicc.eswortn. I just want to run down some of the items 
comparing them with costs presented last year and actual awards 
during the current year, and I understand it has to be done off the 
record. 

Admiral Leecetr. Yes, sir. 

Mr. Wiccteswortu. Off the record. 

( Discussion off the record.) 


ADVANCE PLAN WORK 


Mr. Wiceetesworrn. I understand that it is planned to use the 
shipbuilding and conversion funds already given to the Navy to 
finance the advance plan work and to procure long lead time material 
for the conversion of the first ship involved, which I understand will 
be the Bennington? 
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Admiral Leacerr. Yes, sir. We needed to do that in order to get 
the work done by the time the ship was available. It now appears 
the Yorktown will be available at the same time. 

Mr. WiceLeswortu. What is the story with reference to the cruiser 
Quincy? 

Admiral Leacerr. The cruiser Quincey was selected as one of the 
ships to be decommissioned and placed in the reserve fleet. 

Mr. Wieeiesworrn. Mr. Ostertag. 


BASIS FOR ESTIMATES AND REQUIREMENTS 


Mr. Osrerrac. Mr. Chairman, I feel you have covered the ground 
fairly well. The only point that comes to my mind at the moment 
that leaves a bit of doubt is the relationship of the estimates to actual 
need, Admiral. I take it that much of it is based on contemplated 
increased costs due to certain factors such as material, labor, and the 
like? 

Admiral Leacerr, No, sir. They are not contemplated further in- 
creases. They are actually increases which we must take into account 
when they occur. We do not budget on anticipated increases but 
when we estimated on a ship in August 1950, when we made our first 
estimate on the 1952 program, we used the available labor and material 
indexes at that time. When we reestimated on that program, made our 
first repricing, we used the labor and material nd pis prevailing at 
that time and extended it to the end of the program. We are doing the 
same thing now for the 1953 program. The estimate was based on 
the April 1951 labor and material indexes because they were the latest 
ones available at the time we made the estimates, and when we revised 
them this year for repricing we used the April 1953 labor and material 
indexes and extended that to the balance of the construction period of 
those ships. 

Mr. OstertaG. If I interpreted you correctly, you pointed out that 
it would make a dollar difference as to where this construction took 
place. In other words, you would have a difference as between 
whether it was carried on privately or done by the Navy or whether 
it was on the east coast or west coast or some other territory. Is that 
correct ¢ 

Admiral Leeeerr. That was in an off-the-record discussion, but it is 
correct. 

Mr. Ostertac. Off the record. 

(Discussion off the record.) 

Mr. Ostertac. Then there is a variation depending on cireum- 
stances in the overall cost ; is that right, Admiral? 

Admiral Leacerr. Yes, sir. 

Mr. Osrerrac. And you have calculated your figures on the basis of 
the highest possible cost ? 

Admiral Leacerr. No, sir. We have calculated on the basis of 
what we consider to be an average cost, and actually I think the record 
over the years will show that if anything it has not been too high. 

Mr. Osterrac. Then it is a calculation on an average which is not 
an extreme insofar as taking the top prices? 

Admiral Leccerr. That is correct. That is what we try todo. Of 
course it is based on labor and material indexes which are country wide, 
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but when we come to the point of placing the ship it has to go to a 
particular area where the averages may not hold. 

Mr. OsterraG. In projecting your requirements how many years in 
the future do you look in the calculations for the general program ¢ 

Admiral Leecerr. We expect one of these programs to run 7 years 
after the Congress appropriates the money. But the estimates we 
make must actually be based on conditions prevailing a year and a 
half or 2 years before we come to the Congress, so in total it will be 9 
years. 

PRIORITIES 

Mr. Osrertac. Just one more question, and that has to do with the 
point raised by Mr. Wigglesworth in regard to the priorities. If I 
understood you correctly, the priority as established in connection 
with this budget is firm in the event there is no change in the budget, 
but should there be a change in the budget there would be a revision 
in the priority list. Do I understand correctly ? 

Admiral Leecerr. I think you are quite correct, sir, but I also 
believe from what Admiral Carney said up here yesterday that he did 
not want to be tied to this priority legally in case a change in strategic 
situation or something should arise. 

Mr. Osrertag. In other words, should there be a change in the 
budget you feel that there should be room for adjustments priority- 
wise, Should you want to make such changes? 

Admiral Leceerr. We would very much like to have that flexibility ; 
yes, sir. 

Mr. Osrerraa. That is all I have, Mr. Chairman. 

Mr. Wiceteswortu. Mr. Sheppard. 


REQUIREMENTS 


Mr. Suepparp. With reference to page 3 of the justifications, and 
I quote: 


This appropriation, supporting requirements for vessels and ordnance, pos- 
sesses the characteristic features of the prior shipbuilding and related ordnance 
appropriations in that— 

(a) In general, each appropriation act permits the Navy to obligate the 
entire cost of a specific program of ships and related ordnance, even though 
the actual expenditures against the obligations will extend over several 
years, 

(b) During fiscal year 1951 the former practice of providing funds for 
expenditures during the fiscal year concerned was modified and all new 
obligational authority was covered concurrently by an equivalent cash 
appropriation. This practice was extended for subsequent fiscal years and 
is anticipated to be continued in fiscal year 1955, in which case the Bureau 
of Ships and the Bureau of Ordnance will receive: 

(1) $182,571,000—the obligational authority and cash required to finance 
repricing adjustments in the 1952 and 1953 programs. The total require- 
ment for this purpose is estimated to be $196,836,000. The balance of 
$14,265,000 is to be financed by reimbursements resulting from cash sales 
of Navy ships and related ordnance under the mutual defense assistance 
program. 

In other words, what you are saying here, boiling it down con- 
cisely, is that you are following a pattern of procedure that has been 
in existence for some time, appropriationwise and policywise? 

Admiral Leacerr. That is correct. 


Mr. Suepparp. And there have been no specific innovations injected 
into the program in this year’s requirements as compared to the pro- 
cedures of the past ? 

Admiral Leecerr. No, sir. 


REIMBURSEMENTS 


Mr. Sueprparp. In the sum of $14,265,000, reimbursements, how 
many ships were involved in that? 

Captain James. The total number of ships that have been sold since 
this program was evolved was 66. The reimbursement collections 
on those ships is continuing. The total amount that was anticipated 
was $128 million, of which $14 million is to be applied in fiscal 1955. 

Mr. Suepparp. But that will not liquidate the outstanding obliga- 
tions ¢ 

Captain James. That is anticipated use of collections in 1955. 

Mr. Suerrarp. What will the balance be? 

Captain James. A $2,544,000 balance is expected to remain. 

Mr. Suepparp. On or off the record what type of ships were those? 

Captain James. Off the record. 

(Discussion off the record.) 

Mr. Sueprarp. No further questions. 

Mr. Osrertac. May I ask one more question, Mr. Chairman? 

Mr. Wiaecieswortn. Certainly. 

Mr. Osrerrac. On this transfer or sale of ships to the Mutual De- 
fense, Admiral, how do you arrive at values in connection with that? 
Whose responsibility it is to determine the value and price of these 
facilities ? 

Admiral Leccerr. Off the record, please. 

(Discussion off the record.) 

Mr. Osrerrac. That is all, Mr. Chairman. 

Mr. Wicetesworrn. Off the record. 

(Discussion off the record.) 


Turspay, Marcu 9, 1954. 


CONSTRUCTION OF SHIPS AND CONSTRUCTION OF SHIPS 
(LIQUIDATION OF CONTRACT AUTHORIZATION ) 


Amounts available for obligation 


| 1953 actual 1954 estimate | 1955 estimate 


| 


Appropriation or estimate | $52,273,000 | $56,700,000 | $57, 600, 000 
Prior year balance available___..____- ‘ 4 34, 133,044 | 16, 497, 738 | 12, 790, 000 

Total available for obligation. -..........................| 86,406,044 73, 197, 738 | 70, 390, 000 
Balance available in subsequent year... ...__-- ve —16, 497, 738 | —12, 790, 000 — 5, 000, 000 


Obligations incurred_____- 69, 908, 306 | 60, 407, 738 65, 390, 000 
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Obligations by activities 


Description 1953 actual | 1954 estimate | 1955 estimate 

1. Fiscal year 1948 program ...................--.------ $13, 565, 315 | $14, 556, 903 $161, 000 
2. Fiscal year 1949 program. ...............-....-..--- 3, 149, 988 6, 101, 619 135, 000 
6, 791, 357 10, 288, 736 15, 041, 000 
ae er eee 46, 401, 646 29, 460, 480 50, 053, 000 
Obligations incurred... ...........----.--------------- 69, 908, 306 65, 390, 000 


60, 407, 738 


PROGRAM AND PERFORMANCE 


Under shipbuilding programs approved during fiscal year 1948 through 1951, 
provision is made for construction and procurement of hulls, machinery, and 
equipment for new naval vessels ; conversion of existing naval vessels; and other 
related costs, including tools and equipment, and departmental salaries. 


Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
BUREAU OF SHIPS 
Total number of permanent positions. 12, 496 2, 747 1,050 
Average number of all employees. --.-..............---.----- 11, 508 2, 259 859 
Average salaries and grades: 
General schedule grades: 
Average $4, 463 $4, 461 $4, 461 
Average grade. GS-6.4 GS-6.4 GS-6.4 
Crafts, protective, and custodial grades: 
$3, 521 $3, 520 $3, 520 
Ungraded positions: Average salary $4, 151 $4, 152 $4, 152 
01 Personal services: = 
I $46, 595, 962 $9, 922, 900 $3, 867, 700 
Regular pay in excess of 52-week base__ 180, 433 33,1 15, 
Payment above basic rates................-..-----.--- 3, 061, 981 425, 900 164, 100 
Total personal services.................-...-.....--- 49, 838, 376 10, 386, 900 4, 046, 800 
02 Travel A 2, 736 126 000 155, 000 
03 Transportation of things.......__- onde 699, 867 420 000 515, 000 
0S Rents and utility 4,402 2, 100 2, 600 
06 Printing and reproduction .......................-.-..-.- 19, 678 11, 000 13, 000 
07 Other contractual services. ................2.22-2.--.2--- 4, 543, 028 8, 040, 748 12, 145, 500 
08 Supplies and materials ak 25, 192, 995 17, 029, 000 20, 884, 000 
80, 560, 612 58, 541, 045 65, 390, 000 
Deduct portion of foregoing subtotal financed from orders (or 
agreements) included in prior year obligations. 
57, 726, 701 58, 541, 045 65, 390, 000 
ALLOCATION TO DEPARTMENT OF THE ARMY 
07 Other contractual $25, 056 OB, 046 
ALLOCATION TO DEPARTMENT OF COMMERCE 
07 Other contractual services. $12, 156, 549 
SUMMARY 
Total number of permanent positions. __._...___-_...-.- : 12, 496 2, 747 1,050 
Average number of all employees. .__................-------- 11, 508 2, 259 859 
Average salaries and grades: 
General schedule grades: 
Crafts, protective, and custodial 
Average salary $3, 521 $3, 5 $3, 520 
‘Ungraded positions: Average salary $4, 151 $4, 152 $4, 152 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate | 1955 estimate 

SUMMARY—Ccon. | 

01 Personal services: | 
Permanent positions. $46, 595,962 | $9, 922, 900 | $3, 867, 700 
Regular pay in excess of 52-week base - | 180, 433 | 38, 100 | 15, 000 
Payment above basic rates_. sa 3, 061, 981 | 425, 900 | 164, 100 
Total personal services._____- | 49, 838, 37 6 10, 386, 900 | 4, 046, 800 
02 Travel_. ‘ eat 202, 736 126, 000 | 155, 000 
03 Transportation of things 699, 867 420, 000 515, 000 
04 Communication services ______- eit 29, 971 14,000 | 17, 000 
05 Rents and utility services___ i 4, 402 2, 100 2, 600 
06 Printing and reproduction. 19, 678 11, 000 13, 000 
7 Other contractual services... 16, 724, 633 9, 907, 441 12, 145, 500 
08 Supplies and materials 25,192,995 | 17,029,000 20, 884, 000 
| 22, 497, 297 | 27, 594, 100 
15 Taxes and assessments............____ 2 : 29, 559 | 14, 000 | 17, 000 
Subtotal. ........... 92, 742, 217 | 60, 407, 738 65, 390, 000 

Deduct portion of foregoing ‘subtotal financed from orders (or | 

agreements) included in prior year obligations___- 22, 833, 911 | es ae 


Obligations | 69, 908, 306 407, 738° 


| 65, 390, 000 


Analysis of Sere 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year: 


| 
$130, 469, 553 | $22, 753, 677 | $13, 615, 415 
Contract authorization - . 160, 314, 000 | | 97,454, 000 27, 000, 000 
Obligations incurred during the year 69, 908,306 | 60, 407, 738 65, 390, 000 
| 360, 691, 859 180, 615, 415 106, 005, 415 

Deduct: 

Obligations transferred to ‘‘Construction of hens (liqui- | | 
dation of contract authorization), Navy’’.....-.--..---- 62, 860,000 | 70, 454, 000 | 11, 000, 000 

Unliquidated obligations, end of year: | | 
22,753,677 | 13,615,415 } 25, 005, 415 


454, 000 | 27,009, 000 16, 000, 000 


Total 54, 000, 000 


Expenditures are distributed as follows: | | 
Oust of current suthorizations............................. | 56, 700, 000 54, 000, 000 


12, 846, 000 |.............. 


Amounts available for liquidation of contract authorization 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate... $62, 860,000 | $70, 454, 000 $11, 000, 000 
Applied to contract authorization. ..................-.-..-.-.- — 2, 860,000 | —70, 454,000 | —11,000, 000 


PROGRAM AND PERFORMANCE 


This is for cash to liquidate contract authorization previously granted under 
the appropriation title “Construction of ships, Navy.” There will be unappro- 
priated contract authorization of $16 million at the end of fiscal year 1955. 


Analysis of expenditures 


Obligations transferred from “Construction of ships, Navy” (total expenditures 
out of appropriations to liquidate prior contract authorizations, current 
authorizations) : 
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Mr. Wiceteswortn. The committee will come to order, and we 
will take up the item entitled, “Construction of ships,” under which 
in the committee print there is first a request for $57,600,000, as com- 
pared with an appropriation in the current year of $5 6, 700,000, which, 
I understand, is all for repricing. 

Admiral Yes, sir. 

Mr. Wiceiteswortu. There is also a request for $11 million as com- 
pared with a figure for the current year of $70,454,000 for liquidation 
of contract authorization. 

The item of $57,600,000 is for repricing in respect to the programs 
for the fiscal years 1948 to 1951, inclusive; is that right? 

Admiral Leeerrr. Yes, sir. 


APPROPRIATION INTRODUCTION 


Mr. Wiccieswortu. Without objection we will insert at this point 
in the record pages 2 and 3 of the justifications entitled, “Appropria- 
tion Introduction.” 

(The matter referred to is as follows :) 


CoNsTRUCTION OF Suips, Navy 


Appropriation introduction 


Fiscal year | Fiscal year 
1954 | 1955 


| 

| 
Appropriation or was 2, 273, 000 | $56, 700,000 | $57, 600, 000 


Net adjustments___ a ene 4 635, 306 3, 707, 738 | 7, 790, 000 


| 

Total direct obligations..........-.-...-......--------| 69, 908, 306 eae 65, 390, 000 


Until fiscal year 1948 the construction, acquisition, and conversion of hulls 
and machinery of naval vessels were financed from the appropriation “Increase 
and replacement of naval vessels, construction and machinery.” That appropria- 
tion embraced all the transactions of World War II. In order to separate the 
fiscal transactions of the postwar era, the appropriation under discussion was 
established. 

The appropriation “Construction of ships, Navy” possesses the characteristic 
features of the prior shipbuilding appropriation: 

(a) In general, each appropriation act permits the Navy to obligate the entire 
cost of a specific program of ships, even though the expenditures against the 
obligation will extend over several years. 

(b) Prior to fiscal year 1951 the appropriation made each year provided cash 
for the estimated total expenditures for only 1 fiscal year. Thus, the appropria- 
tion was customarily obligated in excess of the total cash appropriated to a given 
date. However, during fiscal year 1951 the earlier practice of providing cash for 
only the fiscal year concerned was modified and all new obligational authority 
was covered concurrently by an equivalent cash appropriation. This practice 
was extended for subsequent fiscal years and is anticipated to be continued in 
fiscal year 1955 in which case the Bureau will receive— 

(1) $11 million under “Construction of ships (liquidation of contract 
authorization), Navy” representing additional cash necessary to cover 
fiscal year 1955 expenditures applicable to the unfinanced portion of ship- 
building programs under “Construction of ships, Navy.” 

(2) $57,600,000—the obligational authority and cash required to fully 
fund repricing adjustments in the 1948, 1949, 1950, and 1951 shipbuilding 

programs. 
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(c) The funds which are appropriated are made available until expended, 

e., the appropriation is “continuing.” Thus, balances of unexpended funds 
and unobligated authority remaining from a prior year are carried automatically 
into the succeeding year without the necessity for reappropriation. 

At the close of fiscal year 1951 a total of 385 ships, service and other small 
craft excluding the canceled attack aircraft carrier, CVA5S8, had been authorized 
under this appropriation for construction or conversion. The related programs 
(fiscal years 1948 through 1951 second supplemental) included the new construc- 
tion of 44 combatant vessels, 1 auxiliary submarine, and 124 service and other 
small craft; and the conversion of 216 ships. Of the total of 169 ships, service 
and other small craft authorized for construction, 19 ships and 87 service and 
other small craft had been completed as of December 31, 1958. All of the 216 
ships authorized for conversion have been completed as of the same date. Pro- 
grams subsequent to fiscal year 1951 have been authorized under the appropria- 
tion “Shipbuilding and conversion, Navy.” 


SUMMARY OF OBLIGATIONAL AUTHORITY 


Mr. WiccLeswortn. We will also insert, without objection, the 
table son page 7 of the justifications which includes an analysis of ap- 
propriation requests and total obligational authority, and a cash state- 
ment, and also the table on page 9 entitled, “Relationship of Obliga- 
tional Authority to Appropriations, Obligations and E xpenditures.” 

(The matter referred to is as follows :) 


CONSTRUCTION OF SHips, Navy 
Synopsis of estimate 


ANALYSIS OF APPROPRIATION » aaa ESTS AND TOTAL OBLIGATIONAL AUTHORITY 


Approved pro- | Revised pro- 1955 estimate 


gram totals | gram totals | 
1948 ---------| $325, 496, 692 $319, 457, 692 
1949 program » 216, 668, 462 211, 703, 462 
1950 program. 161, 189, 000 75 
1951 program. 1 491, 281, 846 
Total obligational authority -_.._.._____- _| 1,194, 636, 000 1, 252, 236, 000 +57, 600, 000 


! Includes actual transfer to ‘‘Facilities, Navy’’ of $375,000; net amounts remaining after transfer: $490, 
906,846 for ‘Approved program total’”’ and $544,959,846 for ‘“‘Revised program total.’ 


CASH STATEMENT 


1953 | 1954 1955 
Unexpended cash, beginning of year_._ ; $164, 602, 597 $39, 251, 415 $26, 405, 415 
Add appropriation or estimate for year =“ 52, 273, 000 56, 700,000 | 57, 600, 000 
Total available for expenditure. 7 3 216, 875, 597 95, 951, 415 | ~ 8, 005, 415 
Deduct expenditures during year- : 177, 624, 182 69, 546, 000 | 54, 000, 000 
Unexpended cash, end of year sos Miers 39, 251, 415 26, 405, 415 30, 005, 415 
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STATEMENTS OF CASH AND UNFINANCED CONTRACT AUTHORITY 


Mr. Wiceresworrn. Also, without objection, we will insert the 
table on page 4 of the justifications under tab 12 which refers to the 
request for $11 million, which includes a “Cash statement” and a 
“Statement of unfinanced contract authority.” 

(The matter referred to is as follows:) 


ConsTRUCTION OF (LaquipATION OF CONTRACT AUTHORIZATION), NAVY 


Synopsis of estimate 


APPROPRIATION REQUEST 
1955 estimate 
Cash to liquidate unfinanced contract authorization____--~------ . $11, 000, 000 


CASH STATEMENT 


| 1958 1954 1955 

Unexpended cash, beginning of year. .....................--..- | 0 0) 0 
Add appropriation or estimate for year_.................-.--.-- $62, 860,000 | $70,454,000 | $11, 000, 000 
Total available for expenditure____....__...- oe = 62, 860, 000 70, 454, 000 11, 000, 000 
Deduct expenditures during the year. _...................-.-- 62,860,000 | 70, 454, 000 11, 000, 000 


STATEMENT OF UNFINANCED CONTRACT AUTHORITY 


Unfinanced contract authority, beginning of year. ..........-- $160, 314,000 | $97, 454, 000 $27, 000, 000 
Deduct cash to liquidate contract authority__...............-- 62, 860, 000 70, 454, 000 11, 000, 000 
Unfinanced contract authority, end of year__.........-.- 97, 454, 000 27, 000, 000 | 16, 000, 000 


Mr. Wiceé_esworrn. I notice on page 5 of the justifications a table 
in reference to the request for $57,600,000 which, apparently, in sum- 
marizing the new obligational authority by budget activity shows a 
minus $6,039,000 in respect to the 1948 program, a minus $4,965,000 
in respect to the 1949 program, a plus $14,551,000 in respect to the 
1950 program, and a plus $54,053,000 in respect to the 1951 program, 
calling for a net total of $57,600,000. What is the meaning of those 
two minus figures? 

Admiral Leeererr. We have reestimated all of the individual ships 
in each of the programs, sir, and under those particular programs it 
is indicated that we have a net requirement less than we had previously 
anticipated. The major decreases occurred in the cost of the destroyer 
leaders and in the cost of the submarines of the 1948 program. Those 
are the principal causes of the difference. 

Mr. WicGLeswortn. Does that mean that you had $6 million plus 
for repricing the 1948 program, and $5 million, roughly, for repricing 
the 1949 program which you found you did not need, and that you in- 
tend to apply both sums to the repricing of the 1950 and 1951 
programs ¢ 

Admiral Leecerr. Yes, sir. 

Mr. Wiceteswortu. Looking at the table on page 9 of the justifica- 
tions, which has been inserted in the record, that table applies to both 
the $57,600,000 request, and the $11 million request, does it not? 

Admiral Leaeerr. Yes, sir. 
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Mr. Wiceteswortn. And, I take it from column 1 that if the $11 
million is provided as requested you will have as of June 30, 1955, 
a total of $16 million of prior contract authorization to be liquidated 
thereafter ? 

Admiral Lreecerr. Yes, sir. 

Mr. Wieeteswortu. In columns 5 and 6 you show estimated obli- : 
gations and estimated expenditures for the fiscal year 1954 in the 
respective amounts of $60,407,738 and $140 million against the cumu- 
lative obligational authority in respect to all four of these programs, 
do you not? 

Admiral Leeerrr. Yes, sir. 


OBLIGATIONS AND BXPENDITURES 


Mr. WicGLesworru. Can you give us actual figures, as of some re- 
cent date, for both obligations and expenditures in the fiscal year 1954? 
Admiral Lecerrr. Captain James will give them, sir. 
Captain James. The actual obligations for the period from July 
1, 1953, through January 31, 1954, are $25.2 million. The expend- 
itures from July 1, 1953, through December 31, 1953, are $39 million. 
Mr. WiceLeswortu. Off the record. 
(Discussion off the record.) 
Status as of June 30, 1955 (cumulative). 
Mr. WieeLeswortH. Toward the bottom of that table there appears 
the heading, “Status as of June 30, 1955 (cumulative),” from which, 
if I understand it correctly, it appears that you estimate that as of : 
that date you will have unliquidated obligations of $41,005,415, and 
unobligated authority of $5 million; is that right? 
Admiral Leacerr. Yes, sir. 
Mr. Wicateswortu. Now, to what does that $5 million apply ¢ 
Admiral Lxeecerr. The $5 million will consist of charges on ships 
which have not yet completed their obligation period. Some of the 
ships will not be raensanel. and some of them will be completed, 
but there will still be accruing charges for changes and spares. 
Mr. WiceLeswortH. Similar to the unobligated authority which we ; 
discussed this morning under “Shipbuilding and conversion” ¢ 
Admiral Leaeerr. The same; yes, sir. 
Mr. Wiceitesworrn. Off the record. 
(Discussion off the record.) 


REPRICING 


Mr. Wiceiesworri. I note that in respect to the programs for 
1948, 1949, and 1950 you show repricing in the current fiscal year 
of $27,435,154, and in the fiscal year 1955 repricing of $3,547,000, or, 
roughly, $31 million. 

In respect to the 1951 program you show repricing in the current 
fiscal year of $29,264,846, and in the fiscal year 1955 you show repric- 
ing of $54,053,000, or, a total of roughly $83,200,000. 

How many categories of items are still included in the computation 
in respect to the 1948-50 programs? 

Admiral 1948 to 1950, sir? 

Mr. Yes. 
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Admiral Leecerr. There are 11 groups of ships in the 148 program ; 
10 in the 1949 program, and 6 in the 1950 program, a total of 27 groups 
of ships from which this readjustment was computed. 

Mr. WiceieswortH. How about the 1951 program ? 

Admiral Leecerr. Under the 1951 program there are 17 groups of 
ships. 

Mr. Wica.ieswortn. Are the dates for repricing for the amounts 
made available in 1954 and for the amounts requested in 1955, the 
same dates that you gave us this morning, namely, May 1952 and 
April 1953? 

Admiral Leecerr. That is right, sir. 

Mr. Wiaeieswortn. Therefore, what was said about the increases 
in labor costs and material costs would be identical under this item? 

Admiral Leacerr. Yes, sir. 

Mr. Wice_eswortru. Will you furnish for the committee in this in- 
stance, as you agreed to in respect to the larger item this morning, a 
statement by these 27 and 17 categories, breaking down the increases 
insofar as possible (a) into labor costs; (6) into material costs; and 
(¢) into increases, if any, as a result of changes in design ? 

Admiral Leaeerr. Yes, sir. 

(The information referred to was furnished for the use of the 
committee. ) 

Mr. Wicc.ieswortu. I believe that the overall table which was re- 
quested this morning will cover the initial costs of the programs and 
the several increases that we asked for, will it not? 

(Norr.—The table referred to appears on page 562.) 

Admiral Leccerr. Yes, sir; we will make it cover those. 


UNEXPENDED CASH 


Mr. Wieeieswortn. One other question in reference to the table 
on page 9 relates to the figure which appears in column 9 as unex- 
pended cash as of June 30, 1955, namely, $30,005,415. That figure is 
on the assumption that there is made available the $11 million re- 
quested in respect to unfinanced contract authorizations? 

Admiral Leecerr. Yes, sir. 

Mr. WiceLeswortu. Without the $11 million you would have an 
unexpended total of something around $19 million, and the $16 mil- 
lion for subsequent years would be increased accordingly ? 

Admiral Leacerr. Yes, sir. 

Mr. Mr. Ostertag? 

Mr. Osrertac. I have no questions, Mr. Chairman. 
Mr. Mr. Sheppard? 

Mr. Suerrarp. I have no questions, Mr. Chairman. 
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ILITIES 


Amounts available for 


Appropriation or estimate... ........ 
Transferred to— 
“Claims, Department of Defense,’’ pursuant to 67 Stat. 


16 
“Military personnel, Navy,” yursuant to 67 Stat. 16 
“Relief and rehabilitation in Korea,’”’ pursuant to Pub- 
lic Law 207......-..- 


Adjusted appropriation or estimate. ____- 
Reimbursements from non-Federal sources 
Reimbursements from other accounts___- 


Total available for obligation... 
Unobligated balance, estimated savings (available for ad- 
ministrative reappropriation in subsequent year)... 


Obligations 
Comparative transfer from— 
“Goods and services paid by the Federal Republic of 
Germany and the Berlin Magistrat”’ 
“Loeal currency operation, 
““Researe h, Navy” 
Comparative transfer to— 
“Aircraft and facilities, Navy’’.......................-- 
“Civil engineering, Navy”’ 
“Military personne!, Navy” 
“Navy personnel, general 
“Operating expenses, Atomic E nergy Commission” ..__- 
“Ordnance and facilities, Navy 
“Research and development, Army” 
“Service-wide operations, Navy” 
“Service-wide supply and finance, Navy’’-- 


Total 


Marcu 9, 


1954. 


1953 actual 


— 1, 000, 000 


L, 059, 000 
777, 514 
958, 036 


735, 
75, 069, 625 


“4, 097, 665, 925 


12, 490, 000 
6, 831, 000 
1, 911, 000 

204, 902 


—0, 000 
— 222, 000 
— 133, 200 
—413, 200 


— 59, 000 


—4, 740, 000 


1, 114, 175, 427 


—1, 300, 000 | 


| 
| 1954 estimate | 


$896, 400, 000 


878, 400, 000 
4,000, 000 | 
115, 348, 000 | 


997, 748, 000 
—12, 000, 000 


985, 748, 000 


10, 840, 000 


| 133, 000 


“—10, 000 


—73, 000 |. 


— 2, 031, 000 


| 995, 027, 000 


— 18, 000, 000 |. 


1, 986,000 


300, 000 |- 


1955 estimate 


$937, 000, 000 


37, 000, 000 
3, 400, 000 
®, 278, 000 
1, 030, 673, 000 


1, 030, 673, 000 


1, 030, 673, 000 


Norte, | from non-Federal sources are derived from the following: ‘Sale personal 


property, 63 Stat. 384° salvage services, 62 Stat. 209; and assistance to Allied Forces, 64 Stat. 1235 


s 
1 — 
= 
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Obligations by activities 


| 
Description 1953 actual | 1954 estimate te| 1955 estimate 


| 
| | 
Direct Obligations | | 
funds: | 
$495, 045,000 | $514, 984, 000 


1. Maintenance and operation of active fleet........._. | $541, 760, 856 

2. Maintenance and preservation of reserve fleet - at 34, 674, 348 | 42, 658, 000 41, 850, 000 
3. Maintenance and ee of naval reserve vessels __| 5, 917, 564 | 6, 101, 000 8, 058, 000 
4. Fuel for ships. | 87,654,400 | 93, 535, 000 90, 021, 000 
5. Electronics. 78,461,721 | 48, 776, 000 
6. Fleet support facilities 168, 596, 236 147, 499, 000 
7. Research and development : sane 62, 299, 677 66, 81 4, 000 
8. Industrial mobilization 5, 492, 123 | 5, 800, 000 
9. Departmental administration. ___- 15, 583, 452 | 13, 988, 8, 000 | 13, 1 198, 000 


Total obligations from appropriated funds..........| 1, 000, 439, 877 ~ 875, 679,( 000 | 937, 0 000, 000 
Reimbursements from non-Federal sources: | | 
1. Maintenance and operation of active fleet ._..-_._._-- | 748, 000 | B., bess 000 3, 400, 000 
6. Fleet support facilities. 29, 514 |- 
Total reimbursements from non-Federal sources... | 777, 514 | 4, 000, 73 400, 000 
Total direct obligations. ................----------- | 1, 001, 217, 391 | ~ 879, 679, 000 | 940, 4 400, 000 
Obligations Payable Out of Reimbursements From Other (a } | 
Accounts | 
1. Maintenance and repens of active fleet _- ‘ | 62, 553,998 | 65, 853, 000 64, 300, 000 
4. Fuel for ships-. se wévem nee 3, 500, 000 | 3, 500, 000 3, 500, 000 
5. Electronics st 39, 396, 000 38, 673, 000 18, 273, 000 
6. Fleet support facilities. _.__. ‘ | 5, 800, 000 | 5, 807, 000 4, 200, 000 
8. Industrial mobilization __ 1, 700, 000 | 1, 500, 000 
9. Depastmental administration - 8, 038 15, 000 | 
Total obligations payable out of reimbursements | 
from other accounts __- | 112, 958, 036 115, 348, 000 | 90, 273, 000 
Total obligations. 1, 114, 175, 427 | 995, 027 “000 | “1, 030, 673, 000 
by 
Object classification 1953 actual 1954 estimate | 1955 estimate 
RUREAU OF SHIPS | 
| 
Summary of Personal Services 
Total number of permanent positions. ...................--- 87, 408 | 62, 824 58, 193 
Full-time equivalent of all other positions_................-- 3 23 23 
Average number of all employees. 83, 27 | 59, 170 55, 058 
Deduct average number carried in other position sched- 
Average number of allemployees paid from 01 Per- | 
PEN ceckingtehscchapndbatesaaicnaverseis } 83, 227 | 57, 838 54, 994 


Average salaries and grades: 
General schedule grades: | 


$4, 463 $4, 461 | $4, 461 
Average grade GS-6.4 | GS-6.4 GS-64 
Crafts, protective, and custodial gre ades: | | 
Average salary $3, 521 | $3, 520 | $3, 5 
Ungraded. positions: Average salary PE $4,151 | $4, 152 | $4, 152 
Personal service obligations: | | 
$331, | | $246, 922, 200 $229, 553, 500 
Other positions 113 50, 600 600 
Regular pay in excess of 52-week 1, 277, "154 949, 700 883, 000 
Payment above basic rates... _- 22, 966, 846 11, 198, 700 10, 295, 500 
Subtotal 356, 827,802 | 259, 1 21, 200 | 240, 782, 600 
Deduct salaries carried on schedule for ‘‘Marine C orps 
troops and facilities” . as 232, 765 6, 255, 000 | 300, 500 


Total personal service obligations. 09%, 037 252, 866, 200 940, 482, 100 


Tot 
Full 
Ave 


Ave 


App 

( 
( 

( 

( 

{ 
Reir 
3 
07 | 
q 09 
15 

02 
03 

04 
05 

07 

08 
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Object classification 


Direct Obligations | 


Appropriated funds: 
01 Personal services_ 
02 Travel } 
Transportation of things 
Communication services 
Rents and utility services... 
Printing and reproduction 
Other contractual services 
Labor contracts with foreign governments ! 
Labor provided by the Federal Republic of Ger- 
many and the Berlin Magistrat ?___. 
Supplies and materials 
Equipment 
Lands and structures__- 
‘Taxes and assessments 


Total obligations from appropriated funds. __._____| 


Reimbursements from non-Federal sources: 
08 Supplies and materials... 
09 Equipment 


Total reimbursements from non-Federal sources 


Total direct obligations 


Obligations by objects—Continued 


1953 actual 


= 53, on 037 


"65 1 6&3 
9, 860 031 
3, 436 
144, 593, 
11, 980, 000 


564 | 


1, 844, 049 
320, 028, 
127, 776, 929 | 

1, 989, 863 

2, 469, 265 


995, 747, 


902 | 


748, 000 


Obligations Payable Out of Reimbursements From Other | 


Accounts 
07 
O08 
09 
15 


Personal services 

Other contractual services 
Supplies and materials... - 
Equipment. 
‘Taxes and 


Total obligations payable out of reimbursements | 
from other 


Total obligations___.__- 
ALLOCATION TO DEPARTMENT OF THE INTERIOR | 

| 

Total number of permanent positions. 


Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades: 

General schedule grades: 
Average salary. 
Average gre 

Crafts, protective, and custodial grades: 
Aver: age salary 
Average grade. __ 

Ungraded positions: Average salary. 


0 


= 


Personal services: 
Permanent positions 
Other positions ai 
Regular pay in excess of 52-week base. 
Payment above basic rates_- ; 


Total personal services______ 
Travel____- 

Transportation of things. 
Communication 
Rents and utility services .__- 
Other contractual services. - 
Supplies and materials___ See 
Taxes and assessments____ 


Total 
ALLOCATION TO DEPARTMENT OF COMMERCE 


Other contractual services... 
Supplies and 


BS 


Total obligations... _. } 


1 See footnote at end of table. 


3, 000, 000 | 

3, 100, 000 | 
45, 324, 038 
61, 498, YOR 
35, 000 


1954 estimate 


$249, 866, 200 
5, 840, 000 
4, 290, 000 


8, 600, 000 | 


10, 064, 600 


3, 001, 500 | 


189, 862, 500 
16, 372, 000 
2, 243, 000 
268, 281, 500 


111, 870, 000 | 


400, 000 
3, 000, 000 


873, 601, 300 


4,000, 000 


3, 000, 000 
8, 500, 000 
64, 028, 000 


39, 780, 000 | 
40, 000 | 


1955 estimate 


$237, 482, 100 
5, 191, 000 

4, 200, 000 
10, 600, 000 
9, 500, 000 

3, 000, 000 
222, 997, 000 
16, 261, 000 


2, 185, 000 
273, 089, 900 
144, 000, 000 

400, 000 

3, 500, 000 


406, 000 


3, 400, 000 


3, 400, 000 


| 3, 000, 000 
8, 500, 000 
38, 728, 000 
40, 000, 000 
45, 000 


| 
112, 958, 036 


109, 483, 452 | 


$4, 731 | 
GS-7.0 


$3, 077 
CPC+4.2 
$3, 943 | 


$312, 540 
14, 175 | 
1, 202 | 
ll, 


511 
15, 408 
7, 267 
1, 468 
5, 510 
11, 106 
107, 458 
55, 318 
2, 128 


511, 096 
91 | 


511, 187 | 


949, 300 


348, 000 | 


| 
| 
| 90, 273, 000 


1, 026, 079, 000 


59 | 53 
4} 4 
61 55 
$4, 929 | $4, 958 
GS-7.2 GS-7.2 
$3, 124 | $3, 151 
CPC-4.2 | CPC-4.0 
_ $8, 999 | $4, 079 
$259, 300 | $236, 900 
14, 200 | 14, 200 
1, 000 | 900 
9, 000 | 8, 600 
283, 500 | 260, 600 
10, 700 9, 000 
4, 400 | 1, 800 
1, 100 | 1, 100 
7, 800 6, 500 
11, 100 | 9, 600 
105, 200 46, 100 
22, 700 13, 600 
2, 000 1, 700 
448, 500 350, 000 
646, 000 610, 000 
646, 000 | 610, 000 


| 
| 
| 
| 77354, 4000; 
PS | 996,525,416 | 877,601,300 | 935, 806, 000 
— 
75 
4 
66 
| 
02 
03 : 
04 
05 
07 
08 
09 
15 
— — 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate | 1955 estimate 

ALLOCATION TO TREASURY DEPARTMENT | 

$608, 000 $360, 000 

| 

ALLOCATION TO ATOMIC ENERGY COMMISSION | 
07 Other contractual services... _.........--....-- : $3, 630, 427 | 375, 200 | 3, 274, 000 

| 

ALLOCATION TO DEPARTMENT OF THE ARMY | | 

07 Other contractual services...............--.---------- 
SUMMARY 
Summary of Personal Services 
Total number of permanent positions. 58, 246 
Full-time equivalent of all other positions... ..............----| 27 
Average number of all e 55, 113 
Deduct average number carried in other position schedules. - 64 
Average number of all employees paid from01l Pe rsonal | 

Average salaries and grades: —- 

General schedule grades: | } 
Average grade. GS-64 | GS-6.4 | GS-64 

Crafts, protective, and custodial grades: | | 
SS $3, 521 3, 520 | $3, 520 
Average -| CPC-5.9 | CPC-5.9 CPC-5.9 
Ungraded positions: Average salary ........-......--...-- $4, 151 $4, 152 $4, 152 


Personal service obligations: | 
Permanent positions... ..-----| $332, 277, 229 
Regular pay in excess of 52-week base. 1, 278, 356 
Payment above basic rates 22, 978, 440 | 


356, 667, 313 
Deduct salaries carried on schedule for “Marine Corps troops | 


$247, 181,500 | $229, 790, 400 
64, 800 (4, 800 

950, 790 883, 900 

11, 207, 700 10, 304, 100 


259, 404, 700 241, 043, 200 


| 
6, 255, 000 300, 500 


| 232, 765 | 

Total personal service obligations... 354, 434, 548 | 2! 253, 149, 700, 240, 74 2, 700 

funds: | 
i, ' ------| 353, 434, 548 | 250, 149, 700 237, 742, 700 
5, 867, 535 5, 850, 700 | 5, 200, 000 
03 Transportation of things... PR 4, 177, 058 4, 204, 400 4, 201, 800 
04 Communication services.......................-...- 8, 653, 151 | &, 601, 100 10, 601, 100 
06 Rents and utility services............................ 9, 865, 541 10, 072, 400 9, 506, 500 
06 Printing and reproduction.................-....-- . 3, 436, 762 | 3, 001, 500 | 3, 000; 000 
148,751,380 | 190,894,800 | 226, 890, 600 
Labor contracts with foreign governments 1 11, 980, 600 16, 372, 000 | 16, 261, 000 
Labor provided by the Federal Republic of Ger- | | 
many and the Berlin —_ _ a 1, 844, 049 | 2, 243, 000 2, 185, 000 
08 Supplies materials 320, 136,350 | 268,994,700 | 273, 496, 000 
10 Lands and structures. 1, 989, 863 400, 000 400, 000 
a 2, 471, 393 3, 002, 000 | 3, 501, 700 
Total obligations from appropriated funds_._____. /1, 000, 439,877 | 875,679,000 | 937, 000, 000 
Reimbursement from non-Federal sources: 

| 748, 000 4, 000, 000 | 3, 400, 000 

Total reimbursement from non-Federal sources - - - -- 777, 514 4, 000, 000 3, 400, 000 
Total direct obligations..........................--- |1, 001, 217, 391 | 879,679,000 | 940, 400, 000 


See footnote at end of table. 
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Obligations by objects—Continued 


| 
Object classification | 1953 actual | 1954 estimate | 1955 estimate 


Obligations Payable Out of Reimbursements From Other | 
Accounts 


01 Personal services e o> $3, 000,000 | $3, 000, 000 | $3, 000, 000 
07 Other contractual services... ivaisben | 3, 100, 000 | 8, 500, 000 | 8, 500, 000 
08 Supplies and materials ; | 45, 324, 038 64, 028, 000 38, 728, 000 
09 Equipment. wade soit : | 61, 498, 998 39, 780, 000 | 40, 000, 000 
15 ‘Taxes and assessments... 35, 000 40, 000 | 45, 000 
Total obligations payable out of reimbursements from | 
other accounts __ bare 112, 958, 036 115, 348, 000 90, 273, 000 
Total obligations... 1, 114, 175,427 | 995, 027,000 | 1,030, 673, 000 


1 Average number of persons—1953, 14,595; 1954, 15,308; 1955, 14,530. 
2 Average number of persons—1953, 1,642; 1954, 1,946; 1955, 1,900. 


Analysis of expenditures 


| 
1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year. $1,322,903,171 | $986, 920,922 | $603, 372, 489 
Adjustment in obligations of prior years. : 41,847, 879 | 
Obligations incurred during the year_____- . 1, 097, 665,925 | 985, 748,000 | 1,030, 673, 000 
— 2, 420, 569, 096 |2, 014, 516,801 | 1, 634, 045, 489 
Deduct: 
Adjustment in obligations of prior 94, 210, 886 
Reimbursements | 113, 735, 550 119, 348, 000 | 93, 673, 000 
Obligated balance carried to certified claims account_ | 47,586,297 | 251, 796,312 | 45, 072, 489 
Unliquidated obligations, end of year______. : 986, 920,922 | 603,372,489 | 640, 300, 000 


178,115,441 1, 040, 000, 000 855, 000, 000 
Expenditures are distributed as follows: | 
Out of current authorizations | 695,832,406 | 540,000,000 | 510, 000, 000 
Out of prior authorizations............-.-____ | 582, 283, 035 500, 000, 000 345, 000, 000 


Mr. Wiccieswortu. We will now take up the item “Ships and fa- 
cilities” for which there is an overall request for $937 million, an in- 
crease of $40,600,000, as compared with the appropriation for the cur- 
rent fiscal year, and an increase in terms of estimated obligations of 
about $61,400,000. 

OBLIGATIONS AND EXPENDITURES 


Can you give us an actual obligation figure and an actual expendi- 
ture figure as of some recent date for the appropriation in the current 
year? 

Admiral Leecerr. The obligated and committed amount under 
“Ships and facilities” of the 1954 appropriation as of January 31, 
1954, is $745,764,537. 

Mr. Wiceieswortu. Of which how much is obligated ? 

Admiral Leecerr. The obligations as of January 31, 1954, are $619,- 
572,248, leaving a balance of $126,192,289 committed, but not yet obli- 
gated. 

Mr. WiceieswortH. Do you have an expenditure figure ? 

Admiral Leegerr. Yes, sir. 
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While they are getting that figure, I might say that this represents 
actually 75.7 percent of the funds available for this appropriation as 
obligated and committed, which is considerably better than we have 
done in the past at this time of the year. 

Mr. Wiceieswortu. Is that figure against funds appropriated in 
the fiscal year 1954, or is it against those funds plus the sums received 
by way of reimbursement? 

Admiral Leccerr. It is against appropriated funds plus reimburse- 
ments with some transfer out of the appropriation by the Bureau of 
the Budget. 

cee Wiacieswortn. It is against a total of $997,748,000, is that 
right 

Admiral Leacerr. $985,748,000 is the figure that I have here, sir, 
excluding $12,000,000 estimated unobligated balance. 

Mr. Wiceteswortu. Off the record. 

( Discussion off the record. ) 

Admiral Leecerr. The expenditure figure as of December 31, 1953, 
is $273,103,670. This is the expenditure of 1954 money during the 
current fiscal year up to December 31. 

Admiral Ciexron. Off the record. 

( Discussion off the record. 

Mr. Wiceteswortn. I understand you have substantial funds avail- 
able for expenditure from prior-year appropriations. The is cor- 
rect, is it not? 

Admiral Leecerr. Yes, sir; that is correct. 

Mr. Wiceteswortu. What is the cumulative figure for funds avail- 
able for expenditure in fiscal 1954? 

Admiral Leccerr. The cumulative figure is made up of unliquidated 
obligations at the start of the year of $986,920,922 adjusted upward 
$41,847,879, plus the funds available for obligation for 1954 of 
$985,748,000, which are currently being obligated as reported above. 
The total funds available for expenditure during fiscal 1954 were 
$2,014,516,801. 

Mr. Wicetesworrn. Against that total there has been expended as 
of some recent date how much? 

Admiral Leecerr. As of December 31, 1953, $633,439,126 had been 
expended against this total. 

Mr. Wiccieswortn. And your anticipated expenditure for the 
current year is what? 

Admiral Leecerr. $1,040 million net expenditures. 


TRANSFER OF ACTIVITIES AND APPROPRIATIONS 


Mr. WiacieswortH. I notice in respect to this appropriation request, 
as in the case of others we have considered, there is a loutente indicat- 
ing that the total of $937 million includes $15 million for reimburse- 
ment to the Coast Guard for operation of ocean stations formerly 
appropriated under “Operating expenses, Coast Guard,” and also 
includes $8,314,000 for activities previously carried under the follow- 
ing appropriations: 

“Research, Navy,” $1,814,000 ; 

“Goods and services paid by the Federal Republic of Germany and 
the Berlin Magistrat,” $6,500,000. 


> 
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It also excludes $4,012,000 for activities transferred in the estimates 
to the following appropriations: 

“Servicewide supply and finance, Navy,’ $2,496,000 ; 

“Servicewide operations, Navy,” $69,000 ; ai 

“Operating expenses, Atomic Energy Commission,” $1,800,000 ; 

“Military ‘personnel, Navy,” $133,000; 

“Research and development, Army,” $14,000. 

When the remarks are revised I shall appreciate it if a statement 
can be included giving the reasons for each of these transfers. 
(The material requested is as follows :) 


Explanation of activities budgeted under “Ships and Facilities’ appropriation 
for fiscal year 1955 which were previously carried under other appropriations 
1. Operation of ocean weather stations, $15 million, previously carried under 

“Operating expenses, Coast Guard’: This item is explained in the testimony 

immediately following. 

2. Naval Research Laboratory overhead expenses, $1,814,000, previously car- 
ried under “Research, Navy”: This item is for overhead costs for research and 
development projects of the Bureau of Ships accomplished at the Naval Research 
Laboratory. With the installations of industrial fund accounting at the labora- 
tory, the Comptroller of the Navy directed that the overhead costs of all projects 
were to be charged to the customer, in this case the Bureau of Ships. 

3. Goods and services, $6,500,000, paid by the Federal Republic of Germany 
and the Berlin Magistrate: This item is budgeted under “Ships and facilities” 
on the assumption that section 687 of the Department of Defense Appropriation 
Act, 1954, will not apply to Germany during fiscal year 1955, and that these 
dollars will be paid into miscellaneous receipts of the Treasury for the equivalent 
Deutschemark support rendered to Commander, United States Naval Forces, 
Germany, during fiscal year 1955. 


Explanation of activities previously carried under “Ships and facilities” which 

are now budgeted under other appropriation requests for fiscal year 1955 

1. “Servicewide supply and finance, Navy,” $2,496,000, formerly budgeted under 
“Ships and facilities’: Financial support for the Naval Supply Depot, Yokosuka, 
Japan, transferred to Bureau of Supplies and Accounts by direction of the Comp- 
troller of the Navy. 

2. “Servicewide operation, Navy,” $69,000, formerly budgeted under “Ships and 
facilities’: Financial support for Commander, Iceland Defense Forces, trans- 
ferred to Office of Chief of Naval Operations by direction of the Comptroller of 
the Navy. 

3. “Operating expenses, Atomic Energy Commission,” $1,300,000, formerly 
budgeted under “Ships and facilities”: Financial responsibility for certain de- 
sign development in connection with reactor components transferred by direction 
of Assistant Secretary of Defense (Comptroller). 

4. “Military personnel, Navy,” $133,000, formerly budgeted under “Ships and 
facilities’: Financial responsibility for contract packing and handling of 
household goods of military personnel for permanent change of station trans- 
— to Bureau of Naval Personnel by direction of the Comptroller of the 
Navy. 

5. “Research and development, Army,” $14,000, formerly budgeted under 
“Ships and facilities”: Financial support of Metals and Minerals Advisory Board 
transferred to Department of the Army by agreement between Comptroller of the 
Army and Comptroller of the Navy. 


REIMBURSEMENT TO COAST GUARD 


Mr. WicGLesworru. Can you say something at this time about the 
first item I referred to, namely, the $15 million reimbursement to the 
Coast Guard for operation of ocean stations formerly appropriated 
under “Operating expenses, Coast Guard” ? ; 

Admiral Leecerr. Yes, sir. We have a directive from the Chief 
of Naval Operations directing that we take over the expense of oper- 
ating 524 stations of the 15-station network of weather stations which 
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have previously been operated by the Coast Guard. These stations 
are for the purpose of obtaining meteorological data, transmitting 
surface reports and upper air observations for synoptic purposes on 
regular schedule, aad furnishing aircraft with inflight upper-air 
weather information upon request. The ocean-station vessels operate 
as communication relays for aircraft and surface ships and are nec- 
essary to insure the delivery of communication traffic. 

Mr. WicGteswortn. What is the underlying basis for the transfer 
of the financing from the Treasury Department to the Department 
of the Navy? 

Admiral Leecerr. It has been determined that these stations are 
a military requirement. The Coast Guard and the Treasury De- 
partment therefore are no longer required to budget for them and it 
is being picked up by the military budget. It is a Joint Chiefs of 
Staff determination as of November 14, 1953. 

Mr. Wiceiesworrn. Is the work solely in the field of national 
defense or jointly for the two departments? 

Admiral Leecerr. It is useful, of course, to other agencies but 
it has been determined not to be essential to other agencies but 
for the military programs the Joint Chiefs of Staff have determined 
that this weather information is essential to permit the operation 
of our aircraft over ocean areas. 

Mr. Suepparp. May I ask a question there, Mr. Chairman? 

Mr. Wiceiesworrn. Certainly. 

Mr. Sueprarp. This operation you have referred to becomes a 
completely military operation that has been severed from its former 
cognizance 

Admiral Leccerr. The operation is still by Coast Guard-manned 
vessels which are equipped and have trained crews to carry out their 
operations, but it is done as a military function rather than a general 
service function of the Coast Guard. 

Mr. Suepparp. And the Navy is being billed, appropriationwise, for 
that function; is that it? 

Admiral Leacerr. Yes, sir. 

Mr. Suepparp. That is all. 


APPROPRIATION INTRODUCTION 


Mr. Wiceiesworrn. We will include at this point in the record 
pages 2 to 5 of the justifications entitled “Appropriation Introduction.” 
(The material referred to is as follows :) 
Surps AND Facriities, Navy 


Appropriation introduction 


Fiscal year Fiscal year | Fiscal year 
1953 1954 1955 


Appropriation or $1, 200, 000, 000 | $896, 400,000 | $937, 000, 000 
—199, 560, 123 | —20, 721, 000 


Total obligations payable from appropriated funds__.} 1,000, 430,877 | 875, 679, 000 937, 000, 000 
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The ships of the United States Navy are maintained am! operated by the appro- 
priation “Ships and facilities, Navy.” Incident to this primary mission of the 
appropriation is the necessity of providing for the shore facilities which back up 
the fleet and keep it in good condition. Another part of the job is to provide the 
technical assistance, material, services, and research necessary to promote con- 
stant improvement of ships and ship equipment. 

The fleets 

The Navy’s ships are financed in three major programs. The first is the active 
fleet, consisting of 1,080 ships, plus supporting service craft, providing the surface 
and undersea striking power of the United States Navy. To maintain the ships 
of the active fleet in a state of material readiness and combat efficiency is the 
major function of the appropriation. Approximately one-half of the total esti- 
mate is devoted to this end. The funds requested provide for the operating costs, 
repairs, and alterations necessary to keep the ships of the active fleet ready for 
action as required throughout the world. The program for fiscal year 1955 pro- 
vides for the overhaul of 521 ships, in accordance with the planned schedule of 
the Chief of Naval Operations. A major program is included which provides for 
the procurement and rehabilitation of hull and machinery components necessary 
to support the ships of the fleet. Repair parts sufficient to maintain the fleet and 
provide ready stocks where required are also financed from these funds. Ship 
designs, ships allowance lists, and certain fleet services are included in this 
program. 

The second major grouping of ships is in the reserve fleet. This fleet consists 
of 1,862 ships ranging in size from aircraft carriers to landing ships, harbored in 
a dozen berthing areas along the American coast. These ships must be main- 
tained so as not to deteriorate beyond usefulness and to be ready in the event 
of a sudden emergency. To this end, a program is being continued to provide 
for necessary repairs. This program calls for an overhaul approximately every 
5 years for each vessel in the reserve fleet. During fiscal year 1955, a total of 
210 ships from the reserve fleet will be overhauled. 

The third major grouping is the reserve training fleet, comprising 73 ships 
and craft. These are used as training vessels to keep reservists abreast of the 
latest developments in the Navy, by means of periodic cruises. A program is 
provided which maintains and operates these reserve training vessels. 30 ships 
in the reserve training fleet will receive regular overhauls during fiscal 1955. 

A separate program is maintained to provide fuel, water, and utility services 
for the ships of all the fleets. 


Technical programs 


The Bureau of Ships provides .aajor programs of a technical nature designed 
to insure that the ships of the fleets are provided with the latest scientific de- 
velopments and are not allowed to become outmoded; also included is the in- 
dustrial mobilization program, to maintain certain minimum facilities in the 
event of mobilization. 

Research and development is one major technical program funded under this 
appropriation. The objective of this program is to provide to the designers of 
the ships and to the operating forces the latest and most improved equipment 
available. Particular emphasis is placed on analysis of that equipment which 
shows promise of improving the combat effectiveness of the fleet. The finest 
available talent and facilities of the United States are employed in furthering 
this goal, including those of private industry, Government laboratories, and 
universities throughout the country. 

Another major technical program is electronics. The highly complex nature 
of electronic equipment has necessitated a special program for its design, procure- 
ment, installation, and maintenance. This appropriation finances electronic 
equipment for use in ships of the fleet and the support facilities of the fleet. Funds 
are also includel for a maintenance program which provides technical assistance 
in the installation and maintenance of newer types of electronic equipment. 

Experience has shown that in the event of a sudden emergency, certain facilities 
must be readily available to support the rapidly expanding operating forces. 
Therefore, an industrial mobilization program is provided to maintain necessary 
reserve facilities in a standby condition from which they may be expanded upon 
mobilization. 
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Fleet support facilities and departmental expenses 

The shore facilities required to support the ships of the fleets, and the various 
command organizations of the Navy, are financed under the fleet support facilities 
program. This program provides funds for a large number of shore activities in 
the United States, including the naval shipyards, submarine bases, and fleet com- 
mand headquarters. In the Pacifie area, a number of bases and repair facilities 
are supported, including those at Yokosuka and Sasebo, Japan, at Subie Bay in 
the Philippines, and on the island of Guam. In the European and Mediterranean 
area, naval and international commands are supported in England, Germany, 
Italy, and Turkey. 


Funds are provided for procurement, installation, and maintenance of Bureau 
of Ships equipment at training activities, testing of equipment under procurement 
und standardization of items, 


Departmental funds are required by the Bureau for administration of the var- 
ious programs under this appropriation. Funds are included for salaries, travel, 
and supplies necessary to support the 2,152 man-years of employment which are 
estimated to be required under this appropriation. 


EXPLANATION OF LANGUAGE CHANGES 


It is recommended that the following phrase be deleted from the language of 
the appropriation: “including subsistence and other expenses of civilian crews 
of vessels.” 

In conformance with the performance budget concept, the Navy has continued 
the reorganization of financial responsibility of its appropriations along per- 
formance budget lines. Some programs which at one time were financed entirely 
by one appropriation are now financed by several that are made available to the 
Navy. 

At the present time, financing of these civilian crews is the responsibility of the 
activity to which the vessels are assigned. “Ships and facilities, Navy” finances 
=< charges only at activities under the financial cognizance of the Bureau of 
SHIps. 


Therefore, deletion of this phrase would bring the appropriation language into 
closer conformity with the present mission of the appropriation. 

Mr. Wiceieswortu. Any further questions, Mr. Sheppard ? 

Mr. Suerrarp. No further questions. 


MAINTENANCE AND OPERATION OF ACTIVE FLEET 


Mr. Wiccieswortn. The request appears to be broken down into 
nine budget activities as appears from page 6 of the justifications, the 
first of which is entitled “Maintenance and operation of active fleet” 
for which there is a request of $514,984,000, an increase of $19,939,000, 
which is again broken down into 7 projects and listed on page 10 of 
the justifications and covered in pages 11 to 19 of the justifications. 
Five of the seven projects reflect decreases and two of them reflect 
substantial increases. 

Under “Repair of ships and craft” there is a request for $177,- 
390,000, a decrease of $1,707,000, the request is apparently for the 
maintenance of 1,080 active fleet ships and 1,406 active service craft 
in a satisfactory state of material readiness. The justification in- 
dicates that 521 of the active fleet ships are scheduled for overhaul 
in fiscal year 1955, and that the unit costs for regular overhauls, used 
in computing the total requirement, are based upon fiscal year 1953 
cost returns. It also indicates that in addition to routine repairs 
beyond the capacity of the forces afloat, which are undertaken during 
scheduled overhauls, a great number of urgent and unusual shipyard 
repairs have developed due to the age of ships and equipment. 

le that not an unusually large percentage of active fleet ships to be 
overhauled in a single year? 
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Admiral Leecerr. No, sir. It is comparable to the previous num- 
bers. Our estimates are based on 538 ship overhauls in fiseal year 
1954. With fiscal year 1953 funds we actually completed 552 over- 
hauls. 

SHIP ALTERATIONS AND IMPROVEMENTS 


Mr. WiceLeswortH. Project 1B, “Ship alterations and improve- 
ments,” calls for $95,250,000, a decrease of $14,487,000 as compared to 
the current fiscal year for the accomplishment of alterations on vessels 
of the active fleet. How many ships does this contemplate altering 
and improving? 

Admiral Leecerr. In general the alterations are done when the 
ship goes in for overhaul so that the number of ships would be the 
same unless perchance we had some small ones that did not have al- 
terations, 

Mr. Wieeiesworti. These are minor alterations and improvements 
as compared to anything you would classify as reconditioning? 

Admiral Leacerr. Yes, sir. 


SHIPS SUPPLIES AND EQUIPAGE 


Mr. WiaG.esworru. Project 1C, “Ships supplies and equipage,” 
alls for a request of $56 million, a decrease of $1,112,000, to pro- 
vide the numerous services and Navy stock account items of supplies 
and equipage used in the day-to-day operations of active fleet ships, 
service craft, and afloat commands. It is stated that the funds will 
be utilized as follows: Repair materials for self-maintenance, 40 per- 
cent; maintenance materials, consumables and services, 22 percent ; 
paints, sealers, and waxes, 10 percent; equipment and replacements, 8 
percent ; lubricating oils and greases, 20 percent. 

Is this decrease comparable to the decrease in the overall number 
of ships in the active fleet ? 

Admiral Leccerr. No, sir, it is not. 

Mr. WiecteswortH. Why does it not go down relatively to the 
same extent ? 

Admiral Leacerr. If you will notice, sir, the allotment covers paints 
and sealers and lubricating oils and greases and things of that nature 
which are dependent on the amount of self-maintenance done and the 
amount of steaming the ships do as well as on the total number of 
ships in commission, so we would expect some variation. As it stands 
today we have more opportunity for self-maintenance and we are 
doing more self-maintenance which would prevent this particular 
appropriation from dropping as much as some others. 


PROCUREMENT AND REHABILITATION OF SHIPS SPECIAL MATERIAL 


Mr. WiceLesworru. Project 1D, “Procurement and rehabilitation 
of ships special material,” reflects a request for $151,134,000, an 
increase of $28,527,000 over the current fiscal year. The justification 
states that this project finances the procurement, manufacture, rehabil- 
itation, and modernization of the hull and machinery repair parts and 
components—Bureau of Ships special material less eleetronies— 
required for the support of the active and reserve fleets. It further 
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states that items funded hereunder provide for the replacement of 
installed materials no longer aainnable, the procurement of special- 
ized equipment for authorized ship alterations, and procurement of 
newly developed materials designed to improve the fleets. 


COMPONENTS, MATERIAL REHABILITATION, AND REPAIR PARTS 


Mr. Wiceieswortu. You request $108,048,000 for components; $15,- 
100,000 for material rehabilitation; and about $27,486,000 for repair 
parts. What are the corresponding figures for the current fiscal year ’ 

Admiral Leecerr. The corresponding requirement for shipboard 
components for 1954 was $100,130,000; for material rehabilitation, 
$14,257,000; and for repair parts, $7,522,000, 

Mr. Wiceieswortu. The increase is reflected in components and in 
repair parts? 

Admiral Leacerr. Yes, sir. 

Mr. Wiceteswortu. What is the explanation of those increases ? 

Admiral Leacerr. The increase in components is accounted for com- 
pletely by a limited buildup, $28 million, of component mobilization 
reserve stocks for mine countermeasures. We have quite a few new 
minesweeping vessels joining the fleet. We have a number of new 
types of minesweeping gear on them. Our combat experience indi- 
cates that in the early days of any mobilization we expend mine- 
sweeping gear first, so after a great deal of consideration it was decided 
we should budget for mobilization reserve in this particular area this 
year. This is the only area in which we have budgeted for any 
mobilization reserve. 

Mr. WiceteswortnH. That is in respect to the components? 

Admiral Leecerr. That is in respect to the components. 

Mr. Wiccteswortu. How about the repair parts? 

Admiral Leecerr. With respect to repair parts I mentioned in my 
statement that we had salvaged a lot of material and put it back into 
circulation and thereby decreased our inventories. While we had 
only $7,522,000 budgeted last year, our issues under repair parts 
amounted to $58 million, and that came from reserve and from some 
reimbursements. 

Mr. WiccteswortH. Your issues amounted to $58 million? 

Admiral Leecerr. Yes. 

Mr. WiccteswortH. And you budgeted how much? 

Admiral Leecerr. $7,522,000. There are some reimbursements in 
that picture also; $19 million of reimbursements should be added to 
that $7,522,000. Now we have used up this reserve of parts on which 
we have been living so that for next year we must support ourselves 
out of appropriated funds plus reimbursements. 

Mr. WiceieswortH. Are there any question on projects 1 A, B, C, 
or D? Mr. Ostertag? 

Mr. Ostertaa. No questions. 

Mr. WiacreswortH. Mr. Sheppard? 


SUPPLY OF ANCHORS 


Mr. SuHeprarp. About a year or so ago as I recall the Navy was 
charged with having an excess amount o 


anchors. Have you worked 
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off the so-called surplus that was then getting so much publicity? 

Admiral Lyecert. We had a lot of anchors. “They are not directly 
in the new ships parts account. They are stored in open storage. 
They do not deteriorate very much. The only thing we could get for 
them would be scrap-iron prices. Averaged all out across the board 
it comes to a 20-year supply of anchors. We might well use them at 
a later date and they cost us practically nothing to keep. 

Mr. Suerparp. There is no budget request for anchors? 

Admiral Leccerr. There is no budget request for anchors. 

Mr. Suerrarp. In your estimates presently under consideration, do 
they include labor costs as well? 

Admiral Leecerr. They include all costs. 


LABOR IN NAVY YARDS 


Mr. Sueprarp. It has been reported by two gentlemen that in the 
Boston yard the Navy is using prison labor for general overhaul and 
repair work. Is that report correct or incorrect? 

Admiral Leccerr. That is not correct. 

Mr. Suerrarp. Would the same answer apply to all other yards 
under the cognizance of the Bureau of Ships? 

Admiral Leacerr. Yes, sir. 


USE OF MILITARY PERSONNEL FOR OVERHAUL AND REPAIR WORK 


Mr. Suerparp. A further question emanating from the same two 
gentlemen: What percentage of Navy military personnel is being em- 
ployed for overhaul and repair work that are not directly concerned 
with a training program ? 

Admiral Lxeecerr. It is customary for the ships company to do a 
certain amount of their own work when they come into port at any 
time. We feel that that is essential in order that thev have the proper 
interest in their ship, and that it is essential for training purposes, too, 
so that would come partly in your exclusion of training purposes. We 
have no military personnel allocated for repairs to ships except in 
the training field within the continental United States. 

Mr. Sueprard. In other words, it is our policy in the United States 
not to substitute military personnel for the ordinary concept of civilian 
work? 

Admiral Leccerr. That is correct. 

Mr. Sueprarp. That is all, Mr. Chairman. 


SERVICES AND TECHNICAL PROGRAMS FOR THE FLEET 


Mr. Wiceteswortu. Project 1—-E, “Services and technical programs 
for the fleet,” reflects a request for $15,756,000 as compared with $18,- 
582,000 in the current fiscal year, and the justification indicates that 
the services and technical programs financed by this project include 
development and revision of ships allowance lists; procurement of 
instruction books for machinery and components; procurement of 
ships designs; ship maintenance design services in naval shipyards; 
contractual ship salvage services and salv: age operations by naval com- 
mands; procurement, maintenance and repair of salvage equipment ; 
and charter and hire of commercial tug services and Military Sea 
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Transportation Service vessels when required in support of fleet 
operations. 

What is meant by the development and revision of ships allowance 
lists ¢ 

Admiral Leecerr. Prior to the war we had allowance lists which 
were made up primarily based on manufacturers’ catalogs of material 
and used manufacturers’ proprietary identification signs or drawing 
numbers. Subsequent to the war we have been revising those al- 
lowance lists to put them in standard catalog terminology to reduce 
the number of operations required of the operating forces to obtain 
parts listed in these allowance lists. It has been a major program in 
all our naval shipyards. 


PROCUREMENT OF SHIPS DESIGNS 


Mr. WiaG_eswortH. What is the relation of the funds here required 
for procurement of ships designs to the item we discussed previously 
for advance design work ¢ 

Admiral Leeeerr. These ships designs covered in this appropria- 
tion are so-called contract designs which I described this morning. 
The designs which are covered in the shipbuilding program are the 
development or the start of the development of working plans for any 
type of ship. Any work which is done under those appropriations 
in the shipbuilding program will later subtract from the cost of the 
ship appropriated in the shipbuilding program. 


SPECIAL SHIPWORK FOR MSTS AND COAST GUARD 


Mr. Wiceiesworrn. Project 1-F, “Special shipwork for MSTS and 
Coast Guard,” reflects a request of $4,454,000 as compared to $7,960,- 
00U0 in the current fiscal year, apparently for specific programs of 
improvement and modification of ships now in the possession of or to 
be acquired by the Military Sea Transportation Service. How many 
ships does this apply to? 

Admiral Leecerr. Ten ships plus an electronics improvement pro- 
gram which may go across any number of ships. 

Mr. WicG_eswortn. I notice the statement in the justification that 
the funding requested is based on a specific program, details of which 
are of higher classification. What is meant by that, either on or off 
the record ? 

Admiral Leeerrr. Off the record. 

(Discussion off the record.) 

Mr. WiceieswortH. The heading of project 1-F speaks not only of 
MSTS but of the Coast Guard. Are some of these ships you have 
spoken of Coast Guard ships? 

Admiral Leecerr, There is no Coast Guard work in this budget. 
We had some last year. 


MAINTENANCE AND OPERATION OF OCEAN WEATHER STATIONS BY THE COAST 
GUARD ‘ 


Mr. Wieetesworrn. For project 1-G, “Maintenance and operation 
of ocean weather stations by the Coast Guard,” there is requested $15 
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million. This is a new item, apparently, which is said to provide for 
the continued operation by the Coast Guard of ocean weather stations 
ships considered necessary from the standpoint of military security. 
This is the item we discussed. 

Mr. Osrerrag. In the amount we have already discussed ¢ 

Admiral Leaeerr. Yes, sir. 

Mr. Wieatesworrn. And it applies to 523 Coast Guard weather sta- 
tions utilizing a combined average of 17 vessels / 

Admiral Leeeerr. The amount requested will support our part 
which is 534 stations. There are 15 total stations of the Coast Guard. 

Mr. Wiceirsworrn. Is that substantially the same figure that the 
Treasury has utilized previously in respect to these stations / 

Admiral Leecerr. We must have gotten this from the Coast Guard. 

Mr. Wiaeiesworrn. Any questions on projects 1E, F, or G4 Mr. 
Ostertag 

Mr. Ostertag. On this question of methods and operation of these 
weather stations by the Coast Guard, are we to understand that this 
$15 million, which is a new item in the Navy budget, was provided 
for directly by the Treasury Department as Coast Guard moneys 
heretofore / 

Admiral Leecerr. Previously it has been provided by the Treasury 
Department. The Treasury Department has determined it can no 
longer atford to provide this service and the Joint Chiefs of Staff, 
after consideration, determined it was necessary from a military 
standpoint in order to permit the operation of our planes and ships 
over the oceans. In accordance with the directive from the Joint 
Chiefs of Staff we have budgeted for this item this year. I have a 
letter I was reading from a moment ago giving the various reasons 
why we need this. 

Mr. Osrerrag. Is that letter from the Treasury Department ? 

Admiral Leecerr. No, sir. This is from the Office of the Chief of 
Naval Operations. 

Mr. Osrerrac. Did they indicate that the Treasury budget was re- 
duced a similar amount ¢ 

Admiral Leceerr. I can assure you that the Treasury Department 
has been reduced a similar amount. 

Mr. Osrerrac. In your justifications you point out that these funds 
are requested to provide for supporting costs directly attributable to 
the operation of 524 Coast Guard weather stations. What constitutes 
two-thirds of a station? 

Admiral Leecerr. I understand it takes 3 ships to maintain each 
station, so when we maintain 17 vessels we will be effectively main- 
taining 524 stations. 


Mr. OSTERTAG. That is all. 


WepNeEspay, Marcu 10, 1934. 
MAINTENANCE AND PRESERVATION OF RESERVE FLEET 


Mr. Wicetrswortu. The meeting will come to order. 

We will take up at this time budget activity No. 2, “Maintenance 
and preservation of reserve fleet,” which requests $41,850,000, a redue 
tion of $808,000 compared with the current fiscal year. 
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REPAIR OF SHIPS AND CRAFT 


There are three projects. The first, project 2A, “Repair of ships 
and craft,” requests $36,907,000, an increase of xd $1,105,000 
compared with the current fiscal year. How many ships does this 
to? 

Admiral Leecerr. It applies to 1,362 ships in the reserve fleet, but 
the overhaul figure is 210 overhauls. 

Mr. WiceLesworru. What was the corresponding figure for this 
year? 

Admiral Lreecerr. One hundred and sixty-eight overhauls. We 
have really gone on an austerity program on overhauls in the reserve 
fleet. We were cut back in 1954 and in 1955 we are going back to our 
quinquennial overhaul program, but we are doing it on an austerity 
basis. We feel we have had a relatively modest increase in the overall 
cost. 

Mr. Wiceteswortn. Off the record. 

(Discussion off the record.) 

Mr. WieeteswortrH. That figure of 1,362 ships which was given us 
for the Reserve fleet is an average figure ? 

Admiral Leacerr. It is a year-end figure for 1955, sir. 

Mr. Wicetesworrn. What is the year-end figure for 1954? 

Admiral Leccerr. The corresponding year-end figure for 1954 was 
1,250. Both of these figures are exclusive of service craft. 


SHIP ALTERATIONS AND IMPROVEMENTS 


Mr. Wiceteswortn. Project 2B, for “Ship alterations and improve- 
ments,” calls for $500,000 in fiscal year 1955, as compared to $2,933,- 
000 in the current fiscal year. This request is said to cover “an ex- 
tremely limited program of alterations which are mandatory to enable 
the ships, if activated, to operate in the active fleet.” 


SHIPS SUPPLIES AND EQUIPAGE 


Project 2C, “Ships supplies and equipage,” calls for $4,443,000, an 
increase of $520,000 as compared to the current fiscal year. What is 
the explanation of the increase in this instance ? 

Admiral Leecrrr. The increase in the cost of supplies and equip- 
age is attributable entirely to the projected increase in the size of the 
Reserve fleet. We have an increase in the number of vessels to start 
the year over what we had in 1954, and there will be additional ships 
joining the Reserve fleet this year as a result of new construction ships 
joining the active fleet. 

Mr. WiceLeswortu. Are there any questions on budget activity No. 
2? Mr. Sheppard? 

Mr. Suepparp. No questions other than what you have developed, 
Mr. Chairman. 


MAINTENANCE AND Operation or Navat Reserve VEsseis 


Mr. Wicciesworrn. Budget activity No. 3 is for “Maintenance and 
operation of Naval Reserve training vessels.” It calls for an appro- 
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priation of $8,058,000, an increase of just under $2 million compared 
to the current fiscal year. ‘That is broken down into the same three 
projects, “Repair of ships,” “Ship alterations and improvements,” and 
“Ships supplies and equipage.” 

How many ships are involved here? 

Admiral Leacerr. Seventy-one ships and two service craft. That 
is unchanged from 1954 to 1955. 

Mr. WiceteswortH. And how many of these ships are going to call 
for repairs? 

Admiral Leacerr. There are 30 ships scheduled for overhaul dur- 
ing the current year. The increase in the estimated cost of overhauls 
is attributable to the fact that we have larger and more complicated 
types of ships going in for overhaul this year. 

Mtr. WiccieswortH. Are you talking about project 3A or project 
3B? 

Admiral Leccerr. I am talking about project 3A, sir. 

Mr. WicGtesworru. You have an increased what ? 

Admiral Leccerr. Increased size of ship which is undergoing over- 
haul this year. We will have 13 destroyer escorts instead of 4 de- 
stroyer escorts as we have in the current fiscal year, and those are 
about the biggest type ships in the Reserve training program. 

Mr. Wiceieswortu. What is the corresponding figure to 30 in 
the current fiscal year? 

Admiral Leecerr. Forty-three for the current year, sir. 

Mr. WiaeLeswortu. Forty-three overhauls, but smaller ships? 

Admiral Leccrerr. Smaller ships; yes, sir. 


SHIP ALTERATIONS AND IMPROVEMENTS 


Mr. Wicc.eswortH. Project 3B, “Ship alterations and improve- 
ments,” calls for $2,817,000, as compared to $640,000 in the current 
fiscal year and roughly $98,000 in fiscal 1953. What is the explana- 
tion of that increase ? 

Admiral Leccerr. That is partly attributable to the fact we have 
the more complex type of vessel going in for overhaul this year and 
alterations are generally made while the ship is in overhaul. It is 
also due to the fact we are having delivered new types of electronic 
equipment which are being installed in the active fleet and which we 
require at least in limited measures in the naval training vessels, if 
they are to serve their purpose as training vessels. 

Mr. Wiceieswortu. To what extent does this sum meet the elec- 
tronic equipment program, if you can call it that, for the Reserve 
training vessels? Does it do the whole job? 

Admiral Leacetr. No, sir. It does an austere job. We can furnish 
a list of the various alterations which are being ye 

Mr. WiceiesworrH. You might leave that with the committee, if you 
will. 

Admiral Leeerrr. All right, sir. 


(Nore.—The information was provided to the committee.) 
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SHIP SUPPLIES AND EQUIPAGE 


Mr. Wiceiesworru. Project 3C, “Ship supplies and equipage,” 
shows a slight decrease of $133,000, the request being for $850,000. 

The justification states that the funds shall be utilized as follows: 
Repair materials for self-repair, 19 percent; maintenance materials, 
services, and consumables, 33 percent; paints, sealers, and waxes, 10 
percent; equipment replacement, 18 percent; lubricating oils and 
greases, 20 percent. Any questions on project 3, Mr. Sheppard ¢ 


SHIP ALTERATIONS AND IMPROVEMENTS 


Mr. Suerrarp. With reference to project 3B, “Ship alterations and 
improvements,” at the bottom of page 25 I quote: “The alterations 
effect improvements in the design, * * *” Am I to interpret that as 
design flush with the deck and above and not to the hull of the ship 
insofar as the word “design” pertains ? 

Admiral Leccerr, It pertains primarily to the electronics equip- 
ment. There may be certain other items which are involved and the 
statement from which you read, Mr. Sheppard, is the purpose and 
scope of the ship alterations and improvements program. It does not 
necessarily mean that in this particular budget we have anything to 
alter ships’ hulls. As far as I know there is nothing. 

Mr. Suepparp. That is all, Mr. Chairman. 


Fur. For SHIPs 


Mr. Wiagciesworrn. Budget activity No. 4, “Fuel for ships,” re- 
quests $90,021,000, a decrease of $3,514,000 as compared to the cur- 
rent fiscal year. This item is broken into 2 projects: 4A for “Fuel, 
water, and utility services for ships,” reflecting a decrease of $3,729,- 
000; and 4B for “Fuel, water, and utility services for Naval Reserve 
training vessels,” reflecting an increase of $215,000. 

The justification states: 

This project provides funds to cover the cost of fuel, water, and utility 
services for ships of the Active and Reserve Fleets, including service craft 
assigned to the Active Fleet and to naval districts, river commands, harbor 
defense units, and naval attachés. 

It also states that the— 

Dollar requirements have been computed by means of a mathematical formula 
based on planned vessel strength, peacetime steaming hour experience by vessel 
type, peacetime fuel consumption experience by vessel type, and the current 
average unit purchase price of the various fuels. 


STEAMING HOURS AND SPEEDS 


What is the policy with respect to steaming hours or steaming 
speeds? Is there any overall policy prescribed or is it left to the 
individual unit commanders, or what is the situation ? 

Admiral Leecerr. The Chief of Naval Operations has directed that 
the active fleets use the most economical speeds consistent with the 
missions that they have to perform, sir. 

Mr. Wiceiteswortu. Are those speeds less in 1955 than they were 
in the current fiscal year, for instance ¢ 
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Admiral Leecrrr. We are budgeting for lesser speeds and lesser 
fuel consumption in 1955 than we had in 1954, sir. 

Mr. WiccLeswortru. Could you reflect that percentagewise ? 

Admiral Leacerr. About 12 percent, sir. 

Mr. WiccLeswortn. Average? 

Admiral Ledererr. Yes, sir. That is a combination figure. 

Mr. Wicciesworrn. Is that as to speed ? 

Admiral Leacrrr. No, sir. It is a combination figure. 

Lieutenant Forsrs. A general reduction of about 12 percent overall. 

Admiral Leacerr. We do have a breakdown. We do not have it 
right now. Would you like us to furnish it for the record? 

Mr. Wiceteswortn. Yes. Perhaps you could give us a comparison 
of steaming hours for 1955, 1954 and 1953, and also some indication 
percentagewise or otherwise as to the reduction in speeds. 

Admiral Leccerr. Yes, sir. 

(The information requested follows :) 


Fuel for ships, comparative data 


Menal vear | Fiscal year Fiseal year 
1954 (esti- | 1955 (esti- 

mate) mate) 


| | 
I, Comparison of under way steaming hours of vessels (in | | 

hours)... | 9,582,778 |  2,558,934| 2, 332, 600 
II. Comparison of vessel consumption of fuel oil (in 42-gallon 

barrels): | 


Navy special fuel oil ee aa _...| 35,975,761 | 37,211,174 33, 166, 687 
Diesel] fuel oil... 4, 912, 301 4, 288, 276 


There have been no specific instructions aimed at reducing steaming speeds in 
the fiscal year 1954. The Chief of Naval Operations’ continuing policy is to 
have the operating forces steam at the most economical speeds consistent with 
their missions. To give an indication of the composite effect of speed and steam- 
ing hours, fuel consumption and steaming hour data has been provided. 

The variance in the reductions shown for 1955 over 1954 between steaming 
hours and consumption is based on the assumption that the Chief of Naval Op- 
erations’ contributions to steam more economically will receive more and more 
implementation in the fiscal vear 1955. 


FUEL PRICES 


Mr. Wiaeieswortu. As to the fuel price, can you also give us now 
or when you revise your remarks the figures you used in making your 
estimates for 1955 and the comparative figures for 1954 and 1953? 

Admiral Leccerr. We have that now. 

Lieutenant Forges. Naval special fuel oil is $2.23 a barrel; diesel 
fuel oil, $3.90 a barrel; and motor gasoline, $6.30 a barrel. 

Mr. Wiceteswortu. Generally speaking, do those prices reflect an 
increase compared to 1954 and 1953, or a decrease ? 

Lieutenant Forses. We expect in 1955 the prices will remain about 
the same as they are now and the prices in the budget are the current 
standard prices. 

Mr. Wiceteswortn. I think you might put a table for the 3 years 
in the record showing the prices for each type of oil. 

Admiral Leacerr. Yes, sir. 
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(The information requested follows :) 


Fuel for ships—Comparison of average unit prices 


[Per 42-gallon barrels] 


Fiscal year, | Fiscal year, | Fiscal year, 
1953 198 
(actual) ! (estimate) (estimate) 
6. 30 6. 30 6. 30 


1 Excludes transportation costs obligated under the “‘Servicewide supply and finance’ appropriation. 


Mr. Wiceteswortn. Did I understand that the reduction in speed 
or hours or a combination amounts to about 12 percent ? 

Lieutenant Forpes. Yes, sir. 

Mr. Wiaeieswortu. That is between 1955 and 1954. And cost 
remains the same. Why does not your dollar decrease amount to more 
than $3,729,000, which would seem to be only about 3 or 4 percent? 

Admiral Leccerr. Mr. Chairman, this is one of the areas in which 
we have had to reprogram money because the estimate for 1954 was not 
sufficient to meet the actual operating needs. The figure of 12 percent 
which Lieutenant Forbes gave you is the decrease in the 1955 estimate 
over the revised 1954 estimate. 

Mr. Wiceiesworrn. Do you mean that the figure under the column 
1954 estimate for “Fuel, water, and utility services for ships” of 
$92,705,000 is an incorrect figure ? 

Admiral Leaeerr. At the present time it looks as though it will be 
inadequate for 1954, yes, sir. 

May I go off the record, sir? 

Mr. Wiecieswortu. Off the record. 

(Discussion off the record.) 

Mr. Wicetesworrn. What is your present estimate for 1954 and 
where is the balance of the money coming from ? 

Admiral Leecerr. The Congress appropriated $10 million more 
than the $92,705,000 shown as the estimate for 1954. It was assumed 
as a result of the termination of hostilities in Korea that we would be 
able to reduce this appropriation and $10 million of this amount was 
held in the Bureau of the Budget reserve. We have now made request 
to have this amount restored. 

Mr. Wiccieswortrn. You tell us that savings have been effected to 
the extent of about 12 percent by a reduction in steaming speed or 
steaming hours or both. Is it possible, in your opinion, to effect further 
savings in this field # 

Admiral Leccrrr. I do not think so, sir. We have examined this 
very carefully and I have personally discussed it with the commander 
in chief of the Atlantic Fleet and with the Chief of Naval Operations. 
There are apparently military demands which make it not too hope- 
ful that we could make a further saving in this area. 

Mr. Off the record. 

(Discussion off the record.) 

Mr. Suepparp. Will the gentleman yield at that point? 

Mr. Wicetesworrn. Certainly. 
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Mr. Suepparp. If you are going to reflect a $10 million shortage 
in this area, how will that square with the continuity of the 12 per- 
cent figure ¢ 

Admiral Leccerr. Mr. Sheppard, we have analyzed the actual op- 
erations of the ships by types in the different fleets and as a result of 
that I have had discussions with the commander in chief of the Atlan- 
tic Fleet and with the Chief of Naval Operations, on which we have 
based our estimate that both steaming speed and steaming hours can 
be reduced for the coming year. 

Mr. Suerrarp. That is very laudable but I still am trying to get 
the figures to coordinate with what I interpret the situation to be. In 
the first place, certain types of missions require certain speeds if they 
are going to function efficiently. 

Admiral Leecerr. That is true, sir. 

Mr. Suerrarp. Those are predetermined functions and the costs 
for fuels and other appurtenances thereto are regulated on that 
premise ¢ 

Admiral Leacerr. Yes, sir. 

Mr. Suerparp. So if you are going to make a saving on steaming 
you can only do it up to a very limited extent, in my opinion, or else 
you will have to reduce the missions to which you are assigning these 
ships? 

Admiral Leacerr. That is very true. 

Mr. Surrparp. So when you get all done with it, so far as the pres- 
ent budget the chairman is addressing himself to, you feel you will be 
$10 million short that is presently in status quo in the Bureau of the 
Budget? 

Admiral Lreeeerr. That is true, sir. 

Mr. Suerrarp. And with that $10 million, if and when it is re- 
leased and added to the 1954 estimate, that would change the 12 per- 
cent figure, would it not? Am I wrong in that assumption / 

Admiral Leccerr. No, sir; that will not change the 12 percent fig- 
ure. The 12 percent figure is derived considering what we now es- 
timate our actual experience for 1954 will be, including the $10 mil- 
lion which we expect to have released, as against the 1955 figure which 
we have requested. 

Mr. Sueprarp. That is all, Mr. Chairman. 


INCREASE DUE TO COST OF FUEL AND TRANSPORTATION 


Mr. WiccLeswortH. May I ask you one more question? Apparent- 
ly in fiscal 1953 when hostilities in Korea were on, you got along with 
$86,303,400 for this activity. Now you are in effect telling us you 
may need $102 million in fiscal 1954 and you are requesting approxi- 
mately $89 million in 1955, which is some $3 million above the 1953 
level during hostilities. What is the explanation of that? 

Admiral Leeeerr. Mr. Chairman, I think that is primarily attribu- 
table to the increased cost of fuel, but there is a factor also in that this 
appropriation now pays for the transportation of fuel which it 
previously did not. 

Mr. Wiccieswortu. Transportation of fuel from the production 
point to ship or shore establishment ? 
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Admiral Leccrrr. Yes, sir; to the point of issue of the vessel which 
is going to use it. We have a figure of cost of the transportation 
which you might like to have on the record, sir. The cost of the 
transportation of fuel, which under the present accounting would be 
paras po the 1953 appropriation, is $10.4 million. 

Mr. Wiceteswortn. That change came into effect in what year? 

Admiral Leccerr. That change was made effective in 1954, sir. 

Admiral Criexron. The funds were removed from “Servicewide 
supply and finance,” subhead “Transportation of things” and placed 
in here. 


FUEL, WATER, AND UTILITY SERVICES FOR NAVAL RESERVE TRAINING VESSELS 


Mr. Wiceiesworrn. Project 4B for “Fuel, water, and utility serv- 
ices for Naval Reserve training vessels” requests $1,045,000 as com- 
pared with $830,000 in the current fiscal year, an increase of $215,000, 
the purpose being stated to cover the cost of fuel, water, and utility 
services for the operation of 73 Naval Reserve training vessels and 
craft for the fiscal year 1955. 

The fuel costs in respect to this item would be identical with those 
used under project 4A / 

Admiral Leecerr. Yes, sir. 

Mr. Wiceiesworrn. Do the same general provisions in respect to 
steaming hours and speed apply as under project 4A ? 

Admiral Leecerr. No, sir. I think the Naval Reserve training 
vessels have been fairly conservative on their speed and steaming 
hours. 

Mr. Wicciesworrn. I mean, are they under the same policy direc- 
tives? 

Admiral Yes, sir. 

Mr. WiaeieswortrH. The increase here reflects what / 

Admiral Leceerr. The increase reflects the situation that we did not 
have as much money in fuel for Naval Reserve training programs 
‘luring the past year as we should have had. 

Mr. Wiec.esworru. Is there a reserve in respect to project 4B as 
there was in respect to project 4A ? 

Admiral Leccrrr. Not in the same sense, sir. We do have this $10 
million which can be reprogramed back in to cover fuel and it should 
be ample to cover both categories. 

Mr. WicéLeswortu. You mean that the sum placed in the Reserve 
is applicable to either project 4A or project 4B ? 

Admiral Leacerr. Yes, sir. 

Mr. Wiceteswortu. Then the $10 million increase in funds which 
you anticipate will be necessary and which was discussed under proj- 
ect 4A will not be applied to project 4A ? 

Admiral Leecerr. Not in its entirety, but the amount which will 
go into 4B is relatively minor. 

Admiral Ciexton. Mr. Chairman, the Naval Reserve program for 
1955 is estimated to be on the increase, however, and will require 
more steaming if the naval reservists are to get their training. 

Mr. Suerparp. Off the record. 

(Discussion off the record. ) 
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Mr. WigG_eswortnH. Any questions on budget activity No. 4, Mr 
Sheppard ¢ 

Mr. Suerrarp. One question addressed to project 4B, “Fuel, water, 
and utility services for Naval Reserve training vessels,” reflecting an 
increase of $215,000. Is that due to an increase of ships or due to an 
increase of operation of the number of ships you have ¢ 

Admiral Leceerr. It would be due to an increase in the operation 
of the ships which we have and have had for the last 2 years. 

Mr. Suerrarp. In order to clear a certain point on the record, 
Admiral, and bring the figures into line, taking into consideration 
we were utilizing a good many ships because of the Korean situation, 
and then taking into consideration the number of ships going into 
inactive status, where is the dollar decrease reflected in the budget? 
Off the record. 

(Discussion off the record.) 

Admiral Lecerrr. That decrease is not reflected in 1954. However, 
we are budgeting a decrease of $3,729,000 under “Fuel, water, and 
utility services for ships” in 1955. 

Mr. Suerrarp. In other words, we will come into the benefits of 
that reduction in the 1955 budget? 

Admiral Leccerr. We expect to; yes, sir. 

Mr. Suepparp. That is all, Mr. Chairman. 


ELECTRONICS 


Mr. Wiccieswortn. Budget activity No. 5, “Electronics,” requests 
$48,776,000, which compares with $2,559,000 in the current fiscal year, 
an increase of $46,217,000. 


MAJOR PROCUREMENT 


Project 5A for “Major procurement” requests $20,571,000, and it 
appears that no funds were provided for this purpose in the current 
fiscal year, although in the previous fiscal year, 1953, we provided 
$42,335,721. The project is said to provide major electronic equip- 
ment for the fleets, fleet-supported activities, training of Navy and 
Naval Reserve personnel in the use of Bureau of Ships’ equipment, 
harbor defense, and advanced base functional components, military 
requirements in Coast Guard and in Military Sea Transportation 
Service ships, and radiological defense instruments for the entire 
Naval Shore Establishment. 

The justification also states: 

The details of these equipment schedules and requirements are of necessity 
classified for security purposes, and are available in separate documents. 

Does that have reference to the classified supplement ? 

Admiral Leecrrr. Not the classified supplement, no, sir. We have 
backup tables indicating where this money is required, sir. 

Mr. Wiceieswortu. The justification also states that: 


In the interest of economy, only the highest priority items are planned for 
procurement this year. 

Why was nothing appropriated for this project in the current 
fiscal year and, off the record, what is this $20,571,000 to cover ¢ 
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Admiral Leecerr. There was no procurement authorized in 1954 
because of the fact that we had relatively heavy procurements in 1951, 
1952, and 1953 appropriations and that material was just beginning to 
be delivered in 1954. We lived off the new equipment being delivered 
and off equipment in store which was repaired and issued as necessary. 

Mr. Wicetesworrn. To what extent have the 1951, 1952, and 1953 
procurements been delivered ? 

Admiral Leeeerr. 'The 1951, 1952, and 1953 procurements are still 
delivering a great deal of material and we are largely dependent on 
that material for our issues for this year. However, there are new de- 
mands which have come up in the past year which are not on previous 
procurement schedules and which must be met in order to carry on the 
fleet. operation. 

Mr. Wicetesworrn. Off the record. 

(Discussion off the record.) 


MAINTENANCE AND OPERATION 


Mr. Wiceieswortu. Project 5B, “Maintenance and operation,” re- 
quests $28,205,000, an increase of $25,646,000 as compared with fiscal 
year 1954, and a decrease of about $8 million as compared with fiscal 
year 1953. What is the situation here? Why do we need such a 
substantial increase ? 

Admiral Leecerr, The explanation of that lies in the fact that the 
reimbursements which occurred last year, primarily through the sale 
of equipment to new construction programs, were programed to take 
care of the operation and maintenance. 

Mr. Wiccteswortn. Over and above the $2,559,000? 

Admiral Lracerr. That is correct. We had some $30 million of 
reimbursements this year. 

Pic Wreauzsworrs. So that you had a total available in fiscal 1954 
of what? 

Admiral Leecrrr. So we had a total available in fiscal 1954 of 
$39.559,000, 

Mr. Wieeitesworrn. Any questions on budget activity No.5? Mr. 
Ostertag? 

Mr. Osrerrac. No questions. 

Mr. Wiecreswortu. Mr. Sheppard? 

Mr. Suerrarp. No questions. 


Fieer Suprort 


Mr. WiccLesworru. Turning now to budget activity 6, “Fleet sup- 
port facilities,” we find a request for $147,499,000, a decrease of 
$6,318,000 compared with the current fiscal year. 

This activity covers pages 33 to 45 of the budget estimates, and is 
broken down into 10 projects. 


MILITARY SUPPORT SERVICES AT NAVAL SHIPYARDS 


Project 6A requests $29,967,000, a decrease of $635,000 compared 
with the current fiscal year. 

This is in respect to “Military support services at naval shipyards,” 
and is said to include the costs of utilities, maintenance and repair of 
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military and nonindustrial facilities within the shipyards (waterfront 
facilites, reserve fleet berthing areas, military quarters, galleys, and 
messhalls) ; inspection and field engineering services to fleet units and 
shore activities; utilities, maintenance and repair of buildings and 
grounds of base and district activities adjacent to the naval shipyard; 
administrative services to base, district, and reserve fleet activities, 
including police and fire protection, communication services, military 
personnel administration; support of fleet supply functions, such as 
transportation, utilities, maintenance and repair of buildings, opera- 
tion, maintenance, and repair of mobile equipment, including freight 
cars and locomotives; and maintenance of local military communica- 
tion facilities. 

Is this request under project 6A all for maintenance and operation ? 

Admiral Leacerr. Yes, sir; it is for military support activities 
which are enumerated above. We have quite an extensive list of those 
military support functions. 

Mr. WiceLeswortu. How many establishments does this cover ? 

Admiral Leacerr. It covers 11 naval shipyards, sir. 

Mr. Wicetesworrtn. When you say “support,” do you mean “sal- 
aries”? 

Admiral Leacerr. Salaries are included as a part of it, sir. It also 
includes utilities and maintenance and repair of buildings and grounds. 
It would include the salaries of policemen and firemen, as well as the 
maintenance costs on a fire-fighting truck. 

Mr. WiceteswortH. You say you have some kind of a list of what 
is included here under this activity ¢ 

Admiral Leceerr. Yes, sir; we have a list, which I think would be 
rather long to put into the record. 

Mr. WiceireswortH. Perhaps we could have a look at it. 

Admiral Leecerr. All right, sir. 

It breaks down, sir, under 11 major headings: “Shipyard Com- 
mander’s Office,’ “Ordnance Office,” “Management, Planning, and 
Review Department,” “Industrial Relations Office,” “Planning and 
Estimating Division,” “Production Department,” “Public Works De- 
partment,” “Fiscal Department,” “Medical and Dental Department,” 
“Administrative Department,” and “Electronics Office.” 

We should bear in mind that these are functions which are per- 
formed as military support and do not relate to the actual productive 
effort of the shipyards. 

Mr. Wiccieswortn. The breakdown that you have handed me re- 
flecting 11 subdivisions, and the dollars and cents requested for each 
means that each 1 of these 11 subdivisions appears in each 1 of the 11 
shipyards, is that right? 

Admiral Leccrerr. That is correct, sir. 

Mr. WiceieswortH. So that, for example, when you say you have 
a production department for which you ask about $4 million, that 
means that $4 million is to be divided between 11 different yards for 
the purpose of the work of the production department ? 

Admiral Leacerr. That is correct, but not necessarily on an equal 
basis, of course. Different yards have different responsibilities, and 
particularly with respect to fleet support. 
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NONREIMBURSABLE FUNDS 


Mr. Wiceieswortn. Is it a fact that the funds which are included 
in this $29,967,000 are costs which are not reimbursed to the industrial 
funds under which the yards operate? 

Admiral Leceerr. Yes, sir: that is a fact. 

Mr. Wicc.ieswortu. The two biggest items seem to be in terms of 
the production department and in terms of the public-works depart- 
ment. Is the work of the public-works department all decentralized ? 

Admiral Leecerr. The public-works department is a centralized 
office of the naval shipyard organization, but it must do all this addi- 
tional work. It has to take care of all of the various buildings which 
are utilized for purely military functions within the confines of the 
shipyard and, as a matter of fact, within the whole naval district. We 
have a district public-works officer, but he has only an administrative 
staff, so that when work must be done it must be done by the shipyard. 
He takes care of the base and the district headquarters and the reserve 
fleet, the marine barracks, and all of those military items where 
assigned. 


CHANGE IN OPERATION OF NAVAL SHIPYARDS 


Mr. Wiecteswortu. In the hearings last year in respect to the cur- 
rent fiscal year’s appropriation it appears that there was a request. 
under project 6A for $64,811,000 for naval shipyards. Has there been 
some in the setup 

Admiral Leaerrr. Yes, sir, there has been a change in the opera- 
tion of naval shipyards. Whereas all of the nonindustrial design 
work in naval shipyards used to be done as an overhead function under 
this particular budget activity, it is now financed by direct allotment 
to the shipyards from activity 1. The work of the design force on a 
ship in the yard under overhaul is charged directly against a particu- 
lar job on that particular ship. 

Mr. Wicaieswortu. So that the difference would be reflected under 
previous budget activities 1, 2, and 3? 

Admiral Leacerr. Yes, sir. 

Mr. Wicatesworrn. Are there any questions on project 6A ? 

“ Suepparp. There are no questions on my part, Mr. Wiggles- 
worth. 

Mr. Wiceteswortu. Do you have any questions, Mr. Ostertag ? 

Mr. Osrerrac. I have just 1 or possibly 2 very brief questions. 


MILITARY SUPPORT SERVICES AT NAVY YARDS 


Military support services at Navy yards is a general military opera- 
tion; is it not, Admiral? I am referring to the military part of the 
operation of these 11 Navy yards, located in various parts of the 
country ? 

Admiral Leecerr. Yes, sir, it is work of our naval shipyard force 
which is contributed directly to forces afloat, military forces, as dis- 
tinguished from the industrial effort of the shipyard. 

r. OsrertaG. Does this operation, or do these support services, in 
ce! — lend themselves to the servicing or the utilization of the Navy 
ships 
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Admiral Leaegerr. I think, perhaps, I can answer that better by an 
example. 

If a ship comes into a naval shipyard for overhaul, then all of the 
various services are paid out of activity 1 funds covering the main- 
tenance and upkeep of the active fleet. In other words, these costs 
are steam, water, and air, which are all charged job-order costs as 
part of the overhaul and go into the industrial fund operation in those 
yards which have it. 

If a ship comes into a yard simply to tie up, where no industrial 
work is to he done, and for the purpose of taking on stores of ammuni- 
tion or something of that nature, then any services which she would 
get from the yard would be contributed under this military-support 
project. 

Mr. Ostertac. Do you divide the costs so that certain activities 
are chargeable to the support of the fleet, and certain of the activities 
are chargeable to the maintenance and support services at the Navy 
yards? 

Admiral Leccerr. Mr. Ostertag, the basic philosphy behind this is 
that we are trying to put our industrial operation on a comparative 
basis with the industrial operations in industry, so that we are elim- 
inating all of these extraneous charges which have been absorbed in 
the past and setting them up in a box where we can recognize them 
as not really contributing to the industrial effort. 

Mr. Ostrertac. Then you do separate the costs so that they can be 
seen and properly applied ? 

Admiral Leacerr. Yes, sir; we do. 


COSTS FOR MILITARY PERSONNEL ADMINISTRATION 


Mr. Osrertaa. In the justification, among other things, it points 
out that it includes costs for military personnel administration. 
Does that mean that the servicemen assigned to a given Navy yard 
under military support services are compensated out of this fund ? 

Admiral Leecerr. No, sir. They are paid out of “Pay of the 
Navy,” but there are still certain forms and records and reports which 
have to be made with regard to military personnel. 

Mr. Osrerrac. Well, your justification says that included in this 
project are costs for military personnel administration. Does that 
include military personnel for administrative purposes ? 

Admiral Leccrrr. It does not include military personnel actually 
administering personnel, but where we have them on shore establish- 
ments we provide, for instance, civil-service clerical personnel to take 
sare of that kind of work rather than have yeomen do it. 

Mr. Osrerrac. That is civilian personnel ? 

Admiral Leacerr. Yes, sir, but they also make out the reports on 
military personnel. 

Mr. Osrerrac. You mean, then, that this item of military person- 
nel administration is not military personnel per se, but it is work 
done in handling military personnel; is that right 

Admiral Leceerr. That is correct, sir. It is what the civilian per- 
sonnel does for the military personnel. 

Mr. Osrerrag. The title of this item is misleading. 
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Admiral Leecerr. We will try to reword it next year. 
Mr. Osrerrac. That is all I have, Mr. Chairman. 


AFTERNOON SESSION 


Mr. WiceLeswortu. The committee will come to order. 


SPARE PARTS INVENTORIES 


Admiral, there is one question I meant to ask this morning that 
applies to previous budget activities. I would like to ask at this 
time in respect to the spare-part picture—those items which are 
funded directly by this appropriation as distinguished from stock- 
fund items. Can you give us a dollar figure overall with respect to 
inventories as of some recent date ? 

Admiral Leacerr. Yes, sir. As of June 30, 1953. 

Mr. WiccLeswortu. That is the latest you have? 

Admiral Leccerr. This is an annual report figure. No, sir, we have 
later inventories than this. But this is the one we used for the budget. 
If you would prefer a later figure, we could get it. 

Mr. Wiaeiesworrn. Let us have that figure. 

Admiral Leeeerr. All right, sir. The June 30, 1953, figure for all 
Bureau of Ships special material except electronics, our peacetime 
operating stock is $436 million, and the electronics figure correspond- 
ing to that is $236 million, ship repair parts, $69 million. 

Mr. Wiceteswortru. This is in addition ? 

Admiral Leccert. This is in addition, sir. Ship repair parts, $69,- 
647,000, and electronic repair parts, $58,286,000. The total is $799,- 
933,000. This is the peacetime operating stock, sir. We can give you 
our estimated position for those same items for June 30, 1954, if you 
wish, sir, to show we have been using material from those reserves. 

Mr. WiccLrswortnu, I have in mind, first, an inventory figure and 
then I would like to have for relation to that figure the procurement 
funds in 1953, 1954, and 1955, and the consumption figures for each 
of the 3 years. 

Admiral Lecerrr. We have figures available for ship repair parts 
and electronic repair parts but not immediately svaltahla for ship 
special material or electronics special material. We can generate 
those figures, sir. 


VALUE OF “SIIIPS AND FACILITIES, NAVY” INVENTORY 


Mr. WiceirswortH. Perhaps you can furnish in tabular form a 
pretty comprehensive statement of inventory and procurement funds 
in those 3 years, and consumption figures for each of the 3 years. 

Admiral Leccrtr. Yes, sir, we will be glad to. 

(The information is as follows :) 
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{In thousands of dollars] 


inventory 


BUREAU OF SHIPS SPECIAL MATERIAL EXCEPT ELECTRONICS 


operating 
stock 


| 


Peacetime 


| 

Mobili- 

zation Economic | 

reserve | reserve | 
stock 


Beginning fiscal year 1953__ 
Increases... ...... 
End of fiscal year 1953 
Fiscal year 1954: 
Estimated increase 
Estimated decrease 


End of fiscal year 1954 
Fiscal year 1955: 
Estimated increase- 
Estimated decrease 


End of fiscal year 1955_- 


BUREAU 


| $372,000 
| +167, 000 
— 103, 000 


436, 000 


+90, 000 
} —120, 000 


406, 000 


+80, 000 
— 128, 000 
358, 000 


Beginning fiscal 1953 
Increases . . 
Decreases - 


End of fiscal year 1953__- 
Fiscal year 1954: 
kstimated increase. 
Estimated decrease - 
End of fiscal year 1954 
Fiscal year 1955: 
Estimated increase 
Estimated decrease __ 


End of fiscal year 1955 


Beginning fiscal year 1953 
Increases. .......-- 


End of fiscal year 1953____ 


Fiscal year 1954: 
Estimated increase. 
Estimated decrease. 

End of fiscal year 1954 

Fiscal! year 1955: 

Estimated increase 
Estimated decrease 


End of fiscal year 1955___- 


$266, 000 
+ 108, 000 
— 13s, 000 


236, 000 


+165, 000 | 


— 194, 000 


| 207, 000 


+161, 000 
| —180, 000 


188, 000 


SHIPS REPAIR PARTS 
$89, 859 
+76, 037 


| —69, 900 


| 


| —%6, 249 | 


42, 745 | 


28, 450 | 


$576, 000 0 
1,000 | +$31, 000 


+ 
— 60, 000 0 
567, 000 31, 000 

+81, 000 0 
— 54, 000 —31, 000 
594, 0 
+76, 000 0 
— 3¥, 000 0 
631, 000 0 


F SHIPS SPECIAL ELECTRONICS MATERIAL 


$29, 000 $15, 000 


+50, 000 +29, 000 
— 25, 000 —4, 000 
| 54, 000 | 40, 000 
| | 
+26,000 | +78, 000 
22,000 — 23, 000 
58, 000 95, 000 
| 
| +19,000 | +25, 000 
| —19, 000 —31, 000 
58, 000 | 89, 000 
$245, 391 
+17, O52 
—2, 462 
291, 522 259, 981 
+9, +8, 240 
— 16, 758 | — 29, 377 
284, 744 238, 844 
+10, 000 +718 
—38, 756 —34, 609 


255, 988 204, 958 
| 


ELECTRONIC REPAIR PARTS 


Beginning fiscal year 1953. 
ncreases = 
Decreases 


End of fisea] year 1953 
Fiscal year 1954: 
Es imated increase 
Esiimated decrease 


End of fisc al year 1954 
Fiscal year 1955 
Estimated increase 
Estimated decrease 


End of fiscal year 1955 


$78, 475 
+419, 
—70, 071 


58, 286 


| +20, 537 | 


— 30, 263 


| 48, 560 


48, 486 


= +17, 826 | 
= —17, 900 | 


228, 158 $19, 600 
+9, 848 +46, 250 
— 129, 066 —8, 732 
108, 940 57, 118 
+39,824| +412, 882 
— 38, 530 — 50, 000 
110, 234 | 20, 000 
+18, 261 | 0 
—10, 713 | —20, 000 | 


117, 782 0 


Total 


$948, 000 
+249, 000 
— 163, 000 


1, 034, 000 


+171, 000 
— 205, 000 


1, 000, 000 


+ 156, 000 
— 167, 000 


YSU, OOO 


$310, 000 
+187, 000 
— 167, 000 

330, 000 


+269, 000 
— 234, 000. 


3A0, 000 
+205, 000 


— 230, 000 


335, 000. 


$590, 593 


621, 150 


+61, 218 
—116, 035 


+38, 723 
~115, 665 


489, 


$326, 233 
+ 105, 
-207, 860 


178, 704 


+-36, O87 
18, 613 


ii | 

i 

= 

| 

| 
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Value of “Ships and facilities, Navy’’ inventory—Continued 
ALL “SHIPS AND FACILITIES, NAVY” MATERIAL 


| Peacetime | Mobili- 
| operating Total 
| stock stock 
| 
Beginning fiscal year 1953_... oe $806, 334 | $1, O88, 501 $279, 991 $2, 174, 826 
Increases... +400,919 | 147,027 +123, 302 | +671, 248 
Decreases 


—407, 320 —214, 066 —15, 194 —636, 580 


End fiscal year 1953. 799,933 | 1,021,462} 388,099} 2, 209, 494 


Fiseal year 1954: 


Estimated increase ..| $318,535 | +156,804 | +99,122] +574, 461 
Estimated decrease 2 —414,163 | —131, 288 — 133, 377 —678, 828 
End fiscal year 704,305 | 1,046,978 | 353,844 | 2, 105, 127 


Fiscal year 1955: 
Estimated increase 


+286, 831 +123, 261 +25, 718 +435, 810 
Estimated decrease 


—368, 200 | —107, 469 —85, 609 — 561, 278 


622,936 | 1,062,770 293, 953 1, 979, 659 


Mr. Wiceieswortu. You might also include the estimated position 
as of June 30, 1954, and as of June 30, 1955. 
Admiral Lecerrr. Yes, sir. 


OTHER SHORE STATIONS 


Mr. Wicetesworru. Turning to project 6B, “Other shore stations,” 
you requested $30,161,000, a decrease of about $1,300,000, as compared 
with the current fiscal year. The justification states that this project 
provides maintenance and operation funds for shore stations under 
the cognizance of the Bureau of Ships other than naval shipyards and 
fleet. shore activities, including industrial managers and assistant 
industrial managers who negotiate and administer contracts with 
private shipyards and provide technical supervision and services for 
the repair and overhaul of naval vessels; also for the ships depart- 
ments of naval stations which have the responsibility for the main- 
tenance and operation of service craft and floating equipment, docking, 
repair service, and so on; also for the Industrial Department, Naval 
Station, San Diego, which provides facilities for the repair and 
maintenance of naval vessels, and, in addition, for various miscel- 
laneous activities, including the Experimental Diving Unit at the 
Naval Gun Factory, the upkeep and repair of reserve fleet berthing 
areas, the bureau’s share of the Navy beneficial suggestion program, 
and operational cost of the offices of the inspectors of naval material; 
also for the United States naval port control officers; the Naval Unit, 
Army Chemical Center; repair of motion-picture projection equip- 
ment at field activities; dependent schooling in the Canal Zone, and 
distribution charges of the district publication and printing offices. 


INDUSTRIAL MANAGERS 


How many industrial managers and assistant industrial managers 
do you have this year, and what personnel will they have under this 
request ¢ 

Admiral Leacerr. We have 13 industrial managers and 6 assistant 
industrial managers’ offices in operation. The actual number of these 
offices has not changed during the past 3 years. 


ore 
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Mr. Wieeieswortu. Do they have any substantial personnel with 
them? 

Admiral Leeeerr. There is a substantial number of personnel with 
them, yes, sir, and there has been an increase during 1954 due to the 
fact that we are putting more Navy repair work into commercial yards 
than previously. 

Mr. WiaeteswortH. What is the size of that personnel ? 

Admiral Leecrerr. The total personnel for all the industrial man- 
agers and assistant managers offices was 1,341 in 1953. It rose to 
1,566 in 1954, and we expect to maintain it at that same level through 
1955. 

CONTRIBUTION TO ARMY CHEMICAL CENTER 


Mr. WiceL_eswortu. Why do we contribute to the Army Chemical 
Center ¢ 

Admiral Leacerr. That is the Navy unit at the Army Chemical 
Center. 

(Discussion off the record.) 

Mr. Wiceteswortru. I notice the justification states that the 
activities included in this project are expected to continue operating 
at the fiscal 1954 level with the exception of the Industrial Depart- 
ment, Naval Station, San Diego, and the inspectors of naval material, 
which will operate at a reduced level. 

Admiral Leecrerr. The industrial department at San Diego is af- 
fected by the same factors which influenced the decrease in personnel 
throughout the shipyards. ‘That is the lack of industrial work. 

Mr. Wiacteswortu. Project 6C. 


FLEET SHORE ACTIVITIES 


Under “Fleet shore activities” you request $46,363,000, a reduction 
of about $1,800,000, as compared with the current year, to provide for 
the maintenance, operational, logistic, and administrative support 
for various sea frontiers and various major command headquarters, 
ship repair facilities, submarine and aircraft bases, and also for 
temporary additional duty travel. The justification adds that the 
funds requested are required to continue installations and functions 
at the 1954 level in accordance with existing directives, with decreased 
requirements in some areas, such as Germany, which are partially off- 
set by a requirement of $2,500,000 for the establishment of classified 
bases. 

What are those classified bases off the record ? 

(Discussion off the record.) 

Mr. Ostertac. Admiral, this activity as I understand it, involves 
the industrial managers and the assistant industrial managers and 
their personnel. Does that constitute the sole operation in relation to 
the administration of contracts and the technical supervision of all 
contracts involving our shipbuilding ? 

Admiral Leceerr. No, sir; this is repair and maintenance. 

Mr. Ostertaa. This is limited to private contracts dealing with 
repairs of existing ships and facilities, is that correct ? 

Admiral Leccerr. That is correct, sir. 
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SUPPORT OF NATO COMMAND ACTIVITIES 


Mr. Osrertac. In these major command headquarters that are 
listed under “Fleet shore activities,” a number of places on foreign 
shores are listed, including the Eastern Atlantic and Mediterranean 
naval forces, and the Far East and commanders of the Middle Eastern 
forces. Are any of these NATO commands, as well as the American ¢ 

Admiral Leecerr. Not necessarily, sir. In the Far East, for in- 
stance, there is no NATO command. 

Mr, Osrertac. I know that. I did not have the Far East in mind. 

Admiral Leccerr. I understand what you mean, sir. No, sir; we 
do not pay from this budget for the support of NATO command 
headquarters. 

Admiral Ciexron. This pays for the United States elements of 
those headquarters where the NATO commander and the American 
commander are both the same person. 

Admiral Leacerr. In some instances. 

Admiral CLexton, Yes, sir, but we do not pay those things that are 
international. The international budget handles that. 

Mr. Ostrerrac. We pay for that through NATO. 

Admiral Leccerr. That is right, sir. We do not pay it from this 
budget. 

Mr. Osrertac. Where an American officer is commander of a NATO 
command, and his staff are Americans, are they on the United States 
military payroll? 

Admiral Leacetr. Yes, sir. 

Mr. Ostertac. And that is not a charge against NATO, is it? 

Admiral Ciexton. That is paid for out of the military personnel, 
Navy appropriation. 

(Discussion off the record.) 

Mr. Osrertac. That is all, Mr. Chairman. 


MAJOR MAINTENANCE, IMPROVEMENTS AND REPLACEMENTS TO PLANTS AT 
SHORE ACTIVITIES 


Mr. Wiacieswortu. Under project 6D for major maintenance, im- 
provements and replacements to plant and shore activities you re- 
quested $20,941,000, as compared with $24,973,000 in the current fiscal 
year. The justification states that projects 6A, 6B, and 6C provide for 
the routine maintenance and operating expenses of various shore ac- 
tivities. Also that this project finances for the same activities and for 
laboratories under the Bureau of Ships management. This request 
is stated to cover major maintenance, replacement of overage auto- 
motive, railway, construction, materials-handling and weight-han- 
dling equipment; minor construction and plant improvements; and 
the overhaul, alteration, and repair of active and inactive floating 
drydocks. 

When you say this finances the same activities as covered in 6A, B, 
and C, is the emphasis on major maintenance under this project ? 

Admiral Lrecerr. Yes, sir; major maintenance and plants replace- 
ment. What would be capital items. 

Mr. WicctrswortH. You plan among other things to overhaul and 
repair 20 floating drydocks and 41 service craft of various types speci- 
fied in your justification. How much is in here for the purpose of 
overhaul and repair? 
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Admiral Leeeerr. Of floating drydocks 

Mr. Wiceteswortu. A, of drydocks; B, of service craft. 

Admiral Leccert. We have this item broken down under the head- 
ings of the various activities in which these overhauls occur. We 
would have to go through and pick out each individual item so that 
we would have to supply that for the record, sir. 


OVERHAUL OF FLOATING DRYDOCKS AND SERVICE CRAFT 


Mr. WiccteswortH. Give us for the record, please, the number of 
drydocks overhauled in fiseal 1954, and the number of service craft 
overhauled in 1954, and the total figures for 1955, and 1954. 

Admiral Leecrit. Yes, sir. 

(The information is as follows :) 


Estimated costs of overhauls and restricted availabilities for floating drydocks and 
certain service craft, fiscal year 1954 and 1956 


| 
Fiscal year 1954, estimated | Fiscal year 1955, estimated 


| Restricted Restricted 
Over- Over- ; 
. | availa- Cost } . | availa- Cost 
hauls | bilities | hauls bilities 
Floating drydocks and auxiliary | | 
floating dry docks: } 
Floating drydocks_. : 7 10 | $1, 686, 561 6 0 $880, 000 
Large auxiliary floating drydocks 2 1 1, 634, 000 0 1 300, 000 
Medium auxiliary floating dry- 
docks _- ers 0 2 59, 800 1 0 400, 000 
Small auxiliary floating drydocks - 4 6 259, 392 12 0 1, 175, 000 
Total, floating drydocks and 
auxiliary floating drydocks____ 13 19 | 3,639, 75: 19 1 2, 755, 000 
21 0 236, 209 41 0 679, 600 
Grand total, floating drydocks 
and service craft. ............. 34 19 | 3,875, 962 60 1 3, 434, 600 


Mr. WiccLeswortnH. How much is in here for major, nonrecurring 
items ¢ 

(Discussion off the record.) 

Mr. WicGLeswortH. Are there few items or numerous items of that 
character ¢ 

Admiral Leccrrr. There are several pages of them, sir. This will 
give you some idea of the complexity of the problem. 

Mr. WiceieswortH. These are all major nonrecurring. 

Admiral Leegerr. No, sir. 

Mr. WieGLeswortH. This statement which you have handed me is 
the whole picture broken down ¢ 

Admiral Leegetr. That is right, sir, that is the whole picture of 
major maintenance, improvements, and replacements. 

Mr. WiceLeswortH. Looking hastily at these sheets, it would seem 
that probably the major item in here is replacement for automotive, 
construction, railroad, materials, and weight-handling equipment. 

Admiral Lecerert. That is probably true, sir, because we have had 
a very bad time with that this year. All the funds were impounded 
and only in critical instances have we been able to replace any rolling 
stock during the past year. 

Mr. WicctesworTH. I notice the cost of overhauling a floating 
drydock is carried at $150,000 and for the overhaul of a floating crane, 
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apparently you have a cost of $86,000. How often do you overhaul 
drydocks and cranes? 

Admiral Leecerr. Active docks are overhauled every 3 years, and 
inactive docks every 5 years. Cranes are on the same cycle. 


HARBOR DEFENSE 


Mr. Wic6ieswortu. “Project 6F, harbor defense,” requests $4,- 
460,000, an increase of $1,160,000 over the current fiscal year. The 
justification states that the funds budgeted under this project are for 
the purpose of making ready the basic facilities for the protection of 
shipping and shore installations in certain designated continental and 
ring harbors against attack by enemy submarine, sneak craft, and 
the like. 

Have you some comment on this item? What is the status of this 
harbor-defense work and why the increase? The work only started 
in 1954, [take it. There were no funds available in 1953. 

Admiral Leccerr. Yes, sir, that is correct. 

(Discussion off the record.) 

Admiral Leecerr. We have harbor-defense units at 10 locations 
within the United States and 8 locations overseas. They account for 
the balance of the money under the harbor-defense project. 


SHIPS EQUIPMENT FOR TRAINING ASHORE 


Mr. Wiceieswortn. Project 6G, “Ships equipment for training 
ashore,” requests $5,265,000, about $47,000 less than in the current 
fiscal year. It is apparently to provide for the procurement, installa- 
tion, and maintenance of Bureau of Ships equipment required for the 
Regular Navy training program and the Naval Reserve training 
program. 

Admiral Leacerr. We have that listed as a decrease of $1,247,000. 

Mr. Wiccteswortu. The justification indicates that the funds re- 
quested provide for 275 Regular Navy training activities, 316 Naval 
Reserve training centers, 190 Naval Reserve electronics facilities, 96 
Naval Reserve electronics stations, and 28 Naval Air Reserve training 
activities; also that the requested funds will support the Regular Navy 
training program and the Naval Reserve training program at a level 
somewhat below fiscal year 1954. 

Are there any questions on projects D, E, F, or G, Mr. Ostertag? 

Mr. Osrerrac. Under “Harbor defense,” as I understand it, you 
do have unexpended, unobligated balance going into fiscal 1955. 

Admiral Leecerr. We have an unexpended balance, but not an un- 
obligated balance. 

Mr. OsrertaG. This item is intended to provide a defense for certain 
harbors, and as I understand it, preparation consists of readying the 
sites to be manned in the event of an attack and involves repairs to 
existing structures and some minor construction and procurement of 
other equipment for onsite storage. 

(Discussion off the record.) 

Mr. Osrerrac. That is all I have. 

Mr. Suerrarp. I have no questions, 


INSPECTION TESTING 


Mr. Wicerrswortn. Project 6H, “Inspection testing,” requests 
$7,142,000, a decrease of $363,000, as compared with the current fiscal 
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year, and is stated to include funds for contract inspection testing, 
conducting type or brand approval tests, and conducting tests on 
equipment, materials, processes, or systems to determine suitability 
for use in military service and to determine causes for failure of ma- 
terials, components, and equipment. 

How large an inspection staff have you got here? 

Admiral Leecrerr. This work is customarily done at our various 
laboratories. I do not know that we have a breakdown of actual 
personnel who are engaged in inspection testing. 

Mr. Wiaeiteswortn. Does not this item cover salaries? 

Admiral Leecerr. Yes, sir; it is almost entirely salaries. 

COMPARATIVE PERSONNEL STRENGTHS 

Mr. Wiacieswortrn. I wish you would furnish for the record the 
comparative personnel figures for 1955, 1954, and 1953, under this 
item. 

(information requested is inserted. ) 


Estimated man-years paid from budget project GH, “Inspection and qualification 
testing,” fiscal years 19538, 1954, and 1955 


DOLLAR AMOUNTS AND MAN-YEARS BY CATEGORY 


Mr. Wicéiesworrn. I think last year, Admiral Clexton, we had a 
table to show the whole inspection picture in one place. 

Admiral Ciexron. Yes, sir; I made a note about 15 minutes ago 
that I would furnish a list of all the inspection service for 1953, 1954, 
and 1955, which includes the Bureau of Aeronautics inspection work, 
the Ordnance inspectors and the ship inspectors, and the overall in- 
spection done by the Office of Naval Material. 

Mr. Wiceteswortu. Personnel and dollars. 

Admiral CLexron. Yes, sir. 

(The information is as follows :) 


Dollar amounts and man-years for inspection services by category, fiscal years 1958, 
1954, and 1956 


Fiseal year 1953 Fiseal year 1954 Fiseal year 1955 


— | Man. | | Man- | M 
Man- Man- | |} Man- 
| years | Amount | years | Amount years | Amount 

| 9,747 |$46, 456,286 | 9,997 |$46, 422,000 | 9,773 | $45, 773,000 
1. Inspectors of naval material !__._______- | 6,345 | 28,280,264 | 6,250 28,425,000 | 6,045 27, 828, 000 

2. Bureau of Aeronautics general repre- | | | | | 
| | 1,613 | 9,750,000 1,727 8,550,000 | 1,727 | 8,550,000 
3. Naval inspectors of ordnance... _- a 495 2, 331, 522 597 2, 740, 000 | 588 2, 735, 000 
4. Supervisors of shipbuilding. ____.. .-| 1,086 | &, 158, 500 1,215 | 5,771,000 1,204 | 5, 719,000 


5. Inspectors of naval machinery__..._.._. 208 | — 936, 000 208 936, 000 209 | 941, 000 


1 Additional breakdown on “Inspection of naval material’’ will be found on p. 1032. 


Norte.—The personne] outlined above include inspectors, clerks, stenographers, production expediters, 
and administrative staffs. Item 1 is funded by all bureaus, based on the estimated service which will be 
iven to each bureau. Item 2 is funded by ‘Aircraft and facilities.’ Item 3 is funded by “Ordnance and 
acilities.” Item 4 is funded by “Shipbuilding and conversion” and ‘‘Constuction of ships.” Item 5 is 
supported by “SCN, CSN, MSA, and BuOrd.” 
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STANDARDIZATION 


Mr. WiccteswortuH. Project 61, “Standardization,” requests $1 mil- 
lion, $230,000 less than the current fiscal year, and is apparently re- 
quested with respect to standardization of parts, components, and 
equipment ; pire, on Pat of test methods; determination of ac- 
ceptable standards for performance values for use in specification 
development; establishment of reference guides for standardized pro- 
cedures in design, selection and procurement of equipment; standard- 
ization of basic nomenclature; and support of Navy Electro-Stand- 
ards Agency. 

What can you say as to the progress of this work ? 

Admiral Leecrrr. It is steady, sir. We are making progress in it. 
We have arrived at some further agreements with the British, par- 
ticularly, and with the British and Canadians in some other fields. I 
think we have completed standard specifications on fuels and lubri- 


cants for this year. That I know has been achieved. Iam sure there. 


are others which would not come to my attention. 

Mr. Wiccteswortu. Is it possible to state at this time what, if any, 
savings have resulted from this work ? 

Admiral Lecerrr. I think as far as we are concerned, sir, this is 
directed more toward meeting military requirements than toward 
specific savings. Savings will result, of course. 

Mr. Wieciesworru. Is the standardization within the Navy or 
within the three branches of the armed services or internationally? 

Admiral Leacerrt. It isin all, sir; all three. 


PENALTY MAIL 


Mr. Wiceieswortu. Under project 6, “Penalty mail,” the request 
is $2 million. This is the first time the item has appeared. How 
good is this estimate ? 

Admiral Leaererr. That was my question, too, sir. Mr. Wiggles- 
worth, we have asked for reports from the fleet. As I recall it, I was 
told that this request for information from the fleet went out in 
December and that they were supposed to report on the previous 
quarter. Reports from the fleet for that quarter are not particularly 
good, and they are not particularly complete. We will continue re- 
ceiving reports from the fleet until such time as we have enough in- 
formation to base an accurate estimate on. This is a new program and 
this is the best estimate that we can make on it at the moment. 

Mr. WiacreswortH. Are there any questions on projects H, I, and 
J? Mr. Ostertag? 


STANDARDIZATION 


Mr. Osrerrac. On project 6-I, “Standardization,” I am very much 
interested in what can be achieved and how this program can be 
resolved. First of all, in 1953, $2,510,000 was appropriated, and in 
1954, $1,230,000 and your estimate for 1955 is $1 million even. 

Do you have any figures as to expenditures and obligations under 
standardization ? 

Admiral Leecerr. Of the 1954 program, we have obligated to 
December 31, $445,000 out of $1,230,000 appropriated. The net ex- 
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venditure to the 31st of December is $157,000, Of the 1953 program of 
£5 510,558, we obligated $2,405,000, The expenditures were $395,000. 

Mr. OsrertaG. That is in 1953? 

Admiral Leceerr. That is in 1953; yes, sir. There are unliquidated 
obligations, however, which will account for the balance of that ex- 
penditure. These are contracts with outside agencies to work on the 
standardization problems. 

Mr. Osrertac. In other words, going into fiscal 1954 and subse- 
quently into 1955, there will be unexpended unobligated funds? 

Admiral Leecerr. There will be no unobligated funds, but there will 
be unexpended funds. 

Mr. Osrertrag. Let us say “unobligated.” 

Admiral Leccrerr. No unobligated funds. 

Mr. Osrerrag. It is not quite clear to me, Admiral, what this 
money is used for. It points out in your purpose and scope that the 
standardization includes funds for standardization of parts com- 
ponents and equipment as to grades, type, color, and size. Does that 
mean for the procurement of parts and components and other equip- 
ment, to bring them up to the standards you require, or does it id 
mean a study and design and engineering factor that might be in- 
volved. In other words, is it for parts or is it for planning and 
programing 

Admiral Leceerr. It is for standardization of parts. Eventually 
the idea would be that insofar as possible the Army and the Navy 
and the Air Force all use similar standardized parts for similar 
functions. I give you as an example the same one I used before which 
is not exactly relevant to what you are asking, but that is the fuel 
specification, and the lubricating oil specification which is one we 
have completed this year. We have very tight specifications on fuel 
which not only determine its ignition and its fire point, its pump- 
ability, prevention of settling out in tanks and its usability in very cold 
weather, and all those kinds of things. The British specifications for 
fuel, the Army specification, the Air Force specification all differed 
from the Navy specification at one time. Now we have gotten those 
specifications reconciled to the point that we use common fuel stor- 
age, and it is available anywhere in the world for any navy, or at 
least it will be when the system gets to working. 

Mr. Osterrac. How did that come about? Did it come about 
through Navy standardization or Army standardization or NATO 
standardization? These moneys are being made available to the 
Navy for standardization purposes. How is it coordinated with the 
other services / 

Admiral Lecerrr. This is not a NATO standardization. None of 
the money goes into the NATO organization. 

Mr. Osrerrac. I understand that. 

Admiral Leaeerr. It is a joint effort with the other services, and 
with the British particularly, because they have fuel supply bases 
throughout the world which we would like to have made available to 
our common fleets. 

Mr. Osrerrac. Let us take the interservices first. So far as the 
Military Establishment is concerned, I assume that the Army has 
standardization programs and likewise the Air Force / 

Admiral Lecerrr. That is correct, sir. 

Mr. Osrertac. And you have a standardization program ? 
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Admiral Leacerr. Yes, sir. 

Mr. Osterrac. How do you achieve standardization in the light of 
that ? 

Admiral Leecerr. We have committees. All these people get to- 
gether, and they divide up the problem and each service will go back 
and work on its share of the problem as delegated to it; or they make 
their individual tests in their laboratories; or maybe 1 service will 
be given the whole problem, and they will be told to work out a stand- 
ard unit for all 3 services. 

Mr. Ostertac. Does the North Atlantic Treaty Organization have 
a committee or organization on standardization ? 

Admiral Leecrrr. Not as such to the best of my knowledge. Do 
we? 

Captain Ronitman. They have a lot of standardization in process, 
and our standardization people participate. We have a NATO 
committee of which a naval officer is the chairman, and we have both 
European and continental meetings. We are very active in NATO’s 
standardization. 

Mr. Osrertaa. It would seem to be a worthwhile project. What I 
am disturbed about is whether our approach lends itself to standardi- 
zation or actually departs from it by virtue of no coordination as 
between services and as between countries. You have your own 
studies for standardization but likewise the others have similar 
studies. Unless there is some coordination, it would seem that a high 
degree of obsolescence might develop. 

Admiral Leacerr. No, sir; I think we have all kinds of committees 
which are dedicated to insuring not only joint service cooperation, 
but cooperation with our allies. 

Mr. Osrerrac. How do you account for the fact that you are re- 
uesting less than one-half of the amount you required 2 years ago? 
s the program falling off or has it served its purpose ? 

Admiral Leecerr. I think rather we should say that the program is 
going a little bit slower than we had anticipated and hoped that it 
would. We do have a considerable carryover in this field from prior 
years appropriations. 

Mr. OsrerraG. Is that carryover but obligated? 

Admiral Leccetr. It is obligated, yes, sir: but the work is still 
going ahead and the money is still being spent in the field. 


PENALTY MAIL 


Mr. OsrerraaG. I have one more question. That deals with the mail 
picture. Can you tell me where the $700,000 cost applies in relation 
to forces afloat? 

Admiral Leacerr. Yes, sir. Every ship has its post office. They 
have been using franked mail for all official mail from the ships. 
Now we must make a reimbursement to the Post Office at the depart- 
mental level to cover each of those letters, just as if it were mailed 
with astamp. Of course, it will be an estimate. 

Mr. Osrertac. That does not cover the cost of distribution, but 
rather postage itself that originates aboard ship, let us say ? 

Mcp Leccerr. Yes, sir; postage for mail originating aboard 
ship. 

Mr. OsrertaG. That is all. 
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INSPECTION TESTING 


Mr. Wicetrswortn. Mr. Sheppard, Projects H, I, and J? 

Mr. Suerparp. With reference to the inspection testing, am I to 
interpret that literally meaning an inspection referring to a testing 
category and does not reflect the results of your inspectors in the 
plants where production is taking place under contractual require- 
ments? 

Admiral Leceerr. I think that your statement is correct. Yes, sir; 
these are tests which are run in laboratories primarily. It can be in 
civilian laboratories or Navy laboratories, to determine the quality 
of material which goes into a product. We take specimens from va- 
rious kinds of steé] and put them into testing machines to see that 
they meet the physical requirements. We run chemical analyses 
to check the composition. 

This item also covers contract testing of such items as pumps. When 
we buy feed pumps for destroyers, for instance, we send one through 
the naval experiment station and put it through what we call a pro- 
duction test. We do not have to repeat this after a number have been 
used, but early in the production you go through a test on that kind 
of unit. 

We also have qualification testing, where we get items for the 
approved list. 

Mr. Surprparp. You do have an inspection system, or you did have, 
and I assume you still have, where you have a contract in X corpo- 
ration’s plant, and you have an inspector assigned to that place to see 
that the production is supposedly flowing in accordance with specifica- 
tions; is that correct ? 

Admiral Leacerr. That is correct. 

Mr. SHeprarp. We are not talking about the mockup type of opera- 
tion or new testing. We are referring now to the commodity that has 
already been established, you want, and is under production. 

Admiral Leacerr. Yes, sir. 

Mr. Suerparp. If the inspector on that end line of production you 
have is on the job, you would save yourself a lot of headaches later on 
because of the idiosyncracies of said articles; is that true? 

Admiral Leccerr. Yes, sir. 

Mr. Suepparp. Are you close enough to the inspection operation to 
tell me how many inspection failures you have emanating from inspec- 
tions that take place within plants? 

Admiral Leacerr. I am not close enough to that inspection problem 
to answer, and I doubt very much actually that anyone can give you 
an overall figure as to how many failures occurred due to a failure 
of the inspection service. We do have instances come up with reason- 
able frequency where the inspectors have failed to make a completely 
satisfactory inspection. 

Mr. Sueprarp. Under a contract, hypothetically, you are going to 
buy some wrenches. That isa long-established operation and of course 
you have specifications already established, do you not, in that field? 

Admiral Leceerr. That is right. 

Mr. Suepparp. Then, hypothetically, X corporation produces 100,- 
000 wrenches and you find out they will not take the strain, but you do 
not find it out until after those wrenches have been delivered to 5 or 6 
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stations and have been withdrawn from warehouses for practical 
work. What happens in a case of that character? Does the contractor 
have them dumped back in his lap for overhaul and specification fulfill- 
ment or what is the story ? 

Admiral Leccerr. I can give you one specific example that came to 
my attention recently with oak for the construction of minesweepers 
ma Pe was inspected out in Kentucky. 

Mr. Sueprarp. Was that fireproofing oak wherein we ran into the 
trouble because of the chemicals used in the fireproofing operation ? 

Admiral Leccrerr. No, sir; this was white oak. It was inspected, 
stamped, shipped out to the west coast, and when the boatbuilders got 
it they decided that it did not meet the specification. It was taken 
up with the inspection service in the Middle West. The contractor 
was notified that it was rejected, and the contractor put up quite an 
argument because, he said, it had been inspected and shipped in good 
faith. What we did in that case was actually to get the contractor to 
go back over the oak, take the good oak that was usable and make due 
allowance, and work out the best solution we could in the circum- 
stances. Fortunately, there are not very many items of that nature. 

Mr. Suerparp. No; but in a case of that character where the inspec- 
tion falls down so that a thing like that could happen, where did it fall] 
down? Was it not at the point of production ? 

Admiral Leceerr. I think in this instance the inspection did fall 
down at the point of production. It was primarily due to the fact 
that we had a number of relatively inexperienced inspectors on the 
job. This is one of the troubles we got into by combining inspection 
services. ‘This inspection was actually made by the Army forus. But 
it would have happened if we had been in there, too. I do not mean 
to imply that had anything particularly to do with it, because it was 
a civilian inspector who was hired by the Army and might just as 
well have been hired by the Navy. i is quite usual in these cases, 
he did not know shipbuilding timbers so he was interpreting the speci- 
fications to the best of his ability. I do not think we could blame 
the inspector either. 

Mr. Suerrarp. When a contract is written for the procurement of 
an established commodity where you have your specifications literally 
worked out, what recoverable clause in the contract protects the Fed- 
eral Government against a lack of fulfillment of specifications? 

Admiral Leccerr. The Government, of course, has the right to reject 
anything which does not meet specifications. If we cannot provide an 
inspection service which will determine whether or not we are meeting 
specifications, then the Government certainly must assume part of the 
responsibility. 

Mr. Suepparp. I do not like to take exception to your interpreta- 
tion, but I am very much in doubt of that for the following cause. 
If a contract has been established by law it means just mui what 
the contract means. If X corporation has its senileianest want 
that qualification in there—and if those specifications have been 
properly written to meet the requirements of the Navy, then by all of 
the laws and grace of procedure you would not have to have an in- 
spector at all. We do Seems them as a matter of protection, I know. 
I think it is good policy. Nevertheless, from the legal point of view 
it has already been established in the law if the contractor has not 


617 


fulfilled his obligation, the obligation is his and there is no further 
responsibility on the Federal Government unless they wish to pur- 
chase despite that. 

Admiral Leacerr. I think you are prefectly right. In every one 
of these specifications that I have been into there are special circum- 
stances, and every case had to be settled on its own merits. It is not 
a general thing, Congressman Sheppard. It is very much the excep- 
tion. 

Mr. Suerparp. It might not be in the Department of the Navy, but 
you <a say that with all of the services from what I have ob- 
served. 

Admiral Leecerr. I speak only for the Department of the age 6 

Mr. Suerrarp. The losses would be heavy if you total them up. It 
has to be done in the Inspection Division if we are not going to buy 
material only to have to send it back. There is one case of a loss of 
almost half a million dollars in ball] bearings which for some reason 
Procurement ceased to procure from an approved source that had been 
furnishing them for a long time. It was Sperry Gyro. They switched 
to another company. They had a room almost half the size of this 
full of rejects. They were out on the job and they were both on a 
short notice requirement, and they wanted to use them and there they 
were. It was not only the loss involved in that particular instance, 
but it was the loss of time in getting them in operational categories 
they bought them for i and it tied up a lot of work. That 
did not apply to the Navy. But the Navy has had some difficulties 
with the Inspection Division and the results emanating from them. 

Admiral Leceerr. Yes, sir; we have had some difficulties, but they 
are not major. 

Mr. Suerparp. I think it would be very advisable if we could 
tighten up on our Inspection Division, and see if we can get as near 
as civil-service examinations will permit people in the Inspection 
Division who know their business. Perhaps we do not pay enough 
money to get the right type of people. I do not know. 

Admiral Leccrerr. That I think has some definite bearing on it. 


PENALTY MAIL 


Mr. Suerrarp. Going back to the eyesore of past experience, to 
wit, the penalty mail situation, can you give me a recent estimate of 
what it is costing you to operate under the present mail regulations? 

Admiral Leecerr. I can give you a figure which was generated for 
me the other day when we were talking about this. I give you this 
figure with a great many reservations, because I do not know how we 
could really generate a good one at this time. I was told that it would 
cost us about $250,000 to get an estimate of our penalty-mail costs. 
That, of course, is absorbed in the other clerical subheads. It does 
not show up in the other penalty-mail figure. I think we have the 
obligation to do that, not continually, but at least once in compliance 
with the law which has been passed by the Congress. I trust we will 
continue to use that as a base after we generate it 1 year. That, how- 
ever, Congressman Sheppard, is not strictly speaking in my depart- 
ment. That is being handled by the administrative officer for the 
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Navy Department, and I presume by some administrative officers for 
the Secretary of Defense. We are doing what we are told. 

Mr. Suerrarp. Has your experience at any time indicated that the 
possibility, while it is not your prerogative at the moment, you are 
on an operational level that would certainly be entitled to have an 
opinion about the function 

Admiral Leacerr. Yes, sir; we intend to have an opinion. 

Mr. Suerrarp. Has it ever been thought out—I know your prede- 
cessors have discussed this issue—of using meters in order to get away 
from all of this paperwork and various and sundry other hypothetical 
aspects of it that presently prevail ? 

Admiral Leecerr. Captain James has just whispered in my ear 
that the initial cost of the meters is fantastically high, so it has been 
considered, to answer your question. 

Mr. Suerrarp. What is the amortization period of meters? 

Admiral Ciexron. Let me say something about the meters. Within 
the Navy on the packaging and mailing of millions of items which 
we send around, we have meters today. You are speaking of the 
meters, of course, for the franked envelopes. The problem in BuShips 
is the most acute, because they are dealing with thousands of ships. 
I can state that the same survey being run by the other parts of the 
Navy have not been as expensive as this because in big stations—let 
us take a large naval air station—we have counted the number of 
envelopes in the supply bin and then allowed the process of mail to 
go on for a period of a month, and then counted them again. We are 
doing that each month. That is a pretty cheap way of running a 
survey. When you deal] with the same thing with thousands of ships 
throughout the world, their problem is the worst. The estimate, as 
you know, is being run for 1014 months in 1954. We base the esti- 
mate that you have before you here now on about 2 months. 

Mr. Suerparp. When we went into the problem of handling mail, 
as we did under the previous act and changed it, there was a con- 
siderable investigation made of the meter concept and, if I recall 
correctly, at that time, Admiral, it was pretty clearly indicated that 
while you have an initial cost that over the long haul it would have 
been an economical thing to do. I do not know where that report is, 
but we had a report, if you recall, at that time. 

Admiral Crexton. Yes. 

Mr. Sueprarp. That was 5 years ago, was it? 

Admiral Ciexton. Yes, about 1948 or 1949, as I recall, was the last 
time that this came up. 

Mr. Suerrarp. The present system so far as I have been able to 
observe, and from what I pick up from your field people, is not con- 
sidered a very highly successful operation at the moment. Of course, 
acquaintanceship with it would change the idea. I do not know but 
IT am very doubtful about it. 

Admiral Leeeerr. I think as a result of this survey we will get a 
reasonable estimate of the volume of mail and certainly accurate 
enough for us to make a transfer of appropriations to cover it. 

Mr. Suerrarp. I am going along with the appropriations but I 
am going to do it with my tongue in my cheek. That is all. 
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ReseARCH AND DEVELOPMENT 


Mr. Wiccteswortn. Project 7, “Research and development,” re- 
quests, $66,814,000, an increase of $3,138,000. The justification states 
that the increase of $3,138,000 over the amount made available for 
fiscal year 1954 is made necessary by a change in the method of finane- 
ing the Bureau’s research and development program. Previous to 
fiscal year 1953, the Bureau’s funding policy for research projects 
permitted funding of individual items for 2 or 3 years. This policy 
has been altered in favor of funding research projects on as nearly 
an annual basis as practicable. Obligational authority for fiscal years 
1953 and 1954 was predicated on the availability of prior year unex- 
pended balance. Action taken by the Bureau of Ships during the 
past year has resulted in reducing unexpended balances in prior year 
accounts toa minimum. In fiscal year 1955 funds required to finance 
this program will necessitate new obligational authority in the amount 
requested. This will sustain a level of research and development effort 
below that of fiscal years 1953 and 1954. 

What was the action taken by the Bureau of Ships in the past year, 
and what ere the unexpended balance of prior year amounts, if any, 
available in fiscal years 1953, 1954, and 1955? 

Admiral Leecerr. The action taken by the Bureau of Ships during 
the past year was to continue to decrease the amount in project orders 
by utilizing the money in those project orders, as it was intended to be, 
to finance the projects set up in the first place. Going into 1953, we 
had a total of $113,228,000 unliquidated obligations carried over. 
$60,160,000 was in contracts with commercial firms, and $53 million of 
that carryover was in project orders with our own laboratories or 
other activities. 

Going into fiscal 1954, we had unliquidated obligations amounting 
to $86,616,000, with $63,160,000 in contracts with civilian firms and 
$23,456,000, in project orders, roughly one half of the 1953 balance. 

In fiscal 1955, we estimate that we will have a carryover of unliqui- 
dated obligations of $60,486,000, of which $51,562,000 will be in con- 
tracts with commercial firms, and $8,724,000, roughly one-third of the 
corresponding figure for the previous year, will be carried over in 
project order funds. 

PROJECT ORDER FUNDS 


Mr. WicctrswortH. Will you define for the record what you mean 
by project order funds? i 

Admiral Leecerr. The concept of the project order was that money 
would be allocated and set up to cover a project with a Government 
activity in a manner very similar to what we do in contracting with a 
commercial concern. In fact, a project order is defined as an intra- 
bureau contract. 

Mr. WiceLeswortH. Does that mean that you had available for ex- 
yenditure in fiscal 1954 $150 million roughly and that in 1955 you will 
ave available for expenditure roughly $127 million ? 

Admiral Leacerr. Yes, sir. 

_ Mr. Wiceresworrn. What is the explanation of the $3,138,000 
increase, as far as appropriations are concerned ¢ 
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Admiral Leecerr. Our level of expenditure in 1953 was $85 mil- 
lion. In 1954, our estimated expenditure is $79 million, and in order 
to realize a $79 million expenditure in 1955—in other words, main- 
taining a level effort—we will require this increase in our appropri- 
ated funds since the project order money has largely been used up. 

Mr. Wiceieswortu. The justification indicates that the request is 
based on a level of research and development effort below that of 
fiscal 1954. 

Admiral Leacerr. I will have to revise my expenditure figure, sir. 
The expenditure figures for 1953, are $82,171,000. For 1954, $85,- 
685,000. For 1955, $83,738,000 estimated expenditure. 

Mr. Wicctesworri. Have you an estimate for carryover into 1956? 

(Discussion off the record.) 

Admiral Leacerr. This is the proper figure, sir. The carryover 
into 1956 will be $42,284,000; $33,584,000 contracts and $8,700,000 
project carryover. 

Instead of being the type of project order that I discussed with you 
earlier, this is primarily to bridge the gap over the end of the fiscal 
year, so that you will not have to stop work on some project pending 
appropriation. 

Mr. Wiceteswortu. Will there be any unobligated carryover into 
fiscal 1956? 

Admiral Leacerr. No, sir; we cannot obligate past the end of the 

ear. 

, Mr. Wiacieswortu. That is true, but as I understand it, you make 
no distinction between commercial contracts and project orders which 
are placed with some Government agency. 

Admiral Leecerr. We cannot make contracts or issue project orders 
after the end of the fiscal year. Once the contract is made, then it 
is a continuing obligation and the money carries with it. 

Mr. WiccteswortH. I understand that. You apply the same policy 
or the same reasoning to your project orders placed with some Govern- 
ment agency. 

Admiral Leacett. Yes, sir, we do. 

Mr. Wiceteswortu. If you write a project order tomorrow with 
some Government agency, insofar as obligation is concerned, you 
consider that exactly as if you placed a contract with a commercial 
concern. 

Admiral Lecertr. Yes, sir; for accounting purposes we do. 

Mr. Wicerrswortn. Have you a list of the projects in contempla- 
tion for fiscal year 1955 which we could look at off the record ? 

Admiral Leacerr. Yes, sir. 

Mr. Ostrrtrac. I have no questions on this project, Mr. Chairman. 

(Discussion off the record. 

Mr. Wiceirswortn. Can you say something about the personnel 
operations for which you are asking $854,000 either on or off the 
record ? 

Admiral Lecerrr. I will ask Captain Ruhlman to reply to that, sir. 
He has the detailed breakdown. 

Mr. Wicerrswortu. I see that the breakdown you have handed us 
covers this in some detail. Why should preventive medicine come 
under this appropriation ? 

Admiral Lracerr. It has to do with ships. The habitability of 
ships, ventilation, hygiene; it is interesting to note that hygiene is the 
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one subject that is required by law to be taught at the United States 
Naval Academy. 

Mr. WiceLeswortn. It is not a large item. Mr. Sheppard, do you 
have any questions on “Research and development” ? 

Mr. Suerrarp. No. 


InpustTRIAL 


Mr. Wiaeieswortn. Budget activity No. 8, “Industrial mobiliza- 
tion.” 

You request $5,800,000 for industrial mobilization, an increase of 
$1,500,000 as compared with the current fiscal year. You have listed 
four projects, reserve plants, machine tools and industrial equipment ; 
industry preparedness measures; planning within the Department of 
Defense. The request for reserve plants is $3,653,000 as compared 
with $2,859,000 for 1954, apparently for capital maintenance, normal 
day-to-day maintenance, security, lease and facility contracts admin- 
istration, and inspection of 87 departmental reserve plants. 

What is the explanation of the increase in this item ? 

Admiral Leaererr. The explanation of the increase, sir, is that this 
year we sold to the Army and the Air Force some $593,000 worth of 
machine tools. We got the money for them and it was applied against 
maintenance and operation of this appropriation. 

Mr. WiceLeswortu. Does that mean the increase is really $200,000, 
rather than $794,000 ? 

Admiral Lrecerr. Yes, sir. It means that the increase is that 
amount as an actual increase. Of that, sir, we are having returned 
to us new equipment in replacement for certain equipment which we 
disposed of, and we have equipment preservation in the amount of 
$500,000, which is a new item in this budget. The corresponding 
amounts in 1953 and 1954 were zero. 

Mr. WieeieswortH. Project 8B also for machine tools and indus- 
trial-equipment requests $806,000. There was nothing appropriated 
for this purpose in the current fiscal year and about $19,000 in 1953. 

Admiral Leacerr. This is the same kind of thing as the item I was 
just discussing except that this is not tied to any of the reserve plants. 
This is the Bureau’s machine-tool reserve. 

Admiral Ciexton. That is the same item, Mr. Chairman, we no- 
ticed in the Bureau of Aeronautics appropriation the other day. For 
the first time tools are being returned from plants where the contract 
is completed, and the Bureau now has to take care of them, preserve 
them, and place them in storage. We will see a much larger section 
in the Bureau of Ordnance tomorrow. 


INDUSTRY PREPAREDNESS MEASURES 


Mr. Wiceteswortn. Project 8C, “Industry preparedness measures,” 
requests $700,000, a decrease of $100,000 as compared with the current 
year. That is for continuation of advance planning; is it not? 

Admiral Lreccrrr. No, sir; it is not entirely for advance planning. 
There is some planning in it, but it also covers quite an imposing list 
on the next page, such as industry preparedness mobilization measures 
for such items as submarine periscopes, and the production of auto- 
matic electronic subassemblies, conservatism of critical materials, and 
preparation of bills of materials which would be required in the event 
of mobilization. 
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Mr. Wiceteswortu. Is this a type of work that will continue from 
year to year? 

Admiral Leacerr. Yes, sir. 

Mr. Wiceteswortru. Do we not eventually complete the planning 
that is necessary ¢ 

Admiral Leacerr. No, sir. This is an active program and will con- 
tinue to be active. The situation is never static. We have new types 
of ships coming in, new situations as regards reserve plants, standby 
plants. That takes an active survey continuing at all times in main- 
taining this planning to keep it up to date so that it would be usable. 


PLANNING WITHIN THE DEPARTMENT OF DEFENSE 


Mr. WiceteswortH. How about project 8D, “Planning within the 
Department of Defene,” which requests $641,000, the same amount as 
in the current year. Is that a continuing job? 

Admiral Leecerr. That is correct. 

Mr. WiccteswortH. Are there any questions on budget activity 8? 


ACCOUNTING FOR RETURNS TO THE TREASURY 


Mr. Sueprarp. Yes; I find an interesting item on page 50 of your 
justification where you show some savings in the appropriation re- 
quest as of that fiscal year, I assume. Plant rental (cash), $5 million; 
machine-tool rental (cash) $1,600,000; maintenance in kind from 
lessees, $3,500,000; total estimated savings, $10,100,000. That reverts 
to the Treasury, I assume. 

Admiral Leeeerr. It goes directly to the Treasury. 

Mr. Suerrarp. If one were to look at your last year’s appropriation 
expenditure as presently indicated, they would not find a deductible 
factor to the extent of $10,100,000 ¢ 

Admiral Leecerr. No, sir. We are not permitted to deduct that. 
However, we do derive some real benefit from these leases, because 
the lessee does provide some maintenance of the property by terms of 
most leases. 

Mr. Suepparp. I was not questioning the benefit, Admiral. I go 
back to something that I frequently point out. We pick up an 
expenditure for the past fiscal year, and there are so many dollars 
indicated there when in reality that is not a true reflection of the 
operation. In this instance it is to the degree of $10,100,000. 

Admiral Leecerr. That is correct, sir. 

Mr. Suepparp. That might be good bookkeeping under our present 
concept, but I do not think private business would be very happy 
with that kind of an operation. I know very well I would not want 
one of my companies to operate on that premise. I would like to 
have the benefit of the things that I save. 

(Discussion off the record.) 

Mr. Suerrarp. Do you suppose, Admiral, the day will come that 
the functions of our bookkeeping system will, take cognizance of the 
returns we put in the Treasury, so we will know what the Department 
of the Navy has actually cost us for a past fiscal year? 

Admiral Ciexron. I have a sheet here which I intend to put in at 
the final hearing which covers the amount of money which the Navy 
has contributed to miscellaneous receipts since 1948 through fiscal 
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year 1955, estimated. Roughly, the total looks like $550 million in 
that period. 

Mr. SHepparD. Does that include all income or just reimbursables, 
interdepartmental, or what? 

Admiral Ciexton. This includes the fees and licenses, the inter- 
est, dividends and earnings, rents and royalties on properties, sales 
of various products that we have, fees and charges for services, sales 
of Government property, and then recently realization upon loans and 
investments that we give to companies, and recoveries and refunds of 
a general nature. In fiscal 1954 we are realizing about $47 million 
and turning that into the Treasury as miscellaneous receipts. We 
are anticipating, in 1955, $46,800,000, or about the same. In those 
years back in 1948 and 1949, when the Navy was coming down and 
we were disposing of a lot of material, the comparable amounts were, 
in 1948, $245 million returned to the Treasury, and in 1949, $110 
million. 

Mr. Suerrarp. You say that table is going to be inserted at the 
close of the hearing ? 

Admiral Crextron. I had intended to insert it in the record since 
you brought it up several times, and I thought I would give a consoli- 
dated statement at the time of the final hearing; yes, sir. 

Mr. SuepparD. Thank you. I think that would be very interesting. 

That is all, Mr. Chairman. 


DEPARTMENTAL ADMINISTRATION 


Mr. Wiccteswortn. The final budget activity, No. 9, is for “Depart- 
mental administration.” 

This calls for $13,198,000, a decrease of $790,000, as compared with 
the current fiscal year, reflected as to salaries to the extent of $695,000, 
and the other departmental expense, $95,000. What are the personnel 
figures covered by the salary item in 1955, and how do they compare 
with those in 1954? 

Admiral Leaerrr. In 1954 we will average 2,300 employees in the 
Bureau of Ships at a cost of $11,414,000 paid from the “Ships and 
facilities” appropriation. In 1955 we expect that we will have aver- 
age on board of 2,152 personnel, and that their combined pay will 
be $10,719,000. 

Mr. Wiaeteswortnu. Are there any questions on this project? 

Mr. Suerparp. No questions, Mr. Chairman. 


CIVILIAN PERSONNEL 


Mr. Wiecteswortn. I have here several tables with respect to the 
civilian personnel for the entire appropriation item we have been 
considering. 

There is one for average civilian employment, shipbuilding and con- 
version; there is one for average civilian employment, construction of 
ships; there is one for average civilian employment, ships and facili- 
ties; and there is an overall table, as I understand it, entitled “Average 
Civilian Employment by Budget Activity,” all of which, without 
objection, we will insert at this point in the record. 

(Tables referred to follow.) 
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Average civilian employment by budget activity 
SHIPS AND FACILITIES, NAVY 


Fiscal year 1953 | Fiscal year 1954 Fiscal year 1 
(actual) (estimated) | 
Man- | Man- | Man- 
years | Obligations | years | Obligations | aan Obligations 
a) (2) (3) (4 (5) | (6) (7) 
Total 293 | $356, 434, 548 |'57, 899 | $253, 149, 700 |155,049 | go40, 742, 700 
Current year funds (direct) ..... 65,477 | 280, 181, 763 | 43,909 | 191,659, 600 | 45,966 | 201,344 700 
Prior year funds. 17,116 | 73,252, 785 | 13,296 | 58,490,100 | 8.389 | 
Reimbursements_..._...-.-_..-- 700 3, 000, 000 694 3, 000, 000 694 3. 000° 000 
I. By source of funds: 
J A. (Budget activity 1, sub- 
51,865 | 221,934,496) 33, 203] 143, 605,000/ 31, 962 138, 235, 800 
Current year funds (di- ips an 
41,500 | 177, 580, 162 | 26,017 | 112,524,200 | 25,740! 111. 395 900 
Prior year funds. 10,015 42, 854, 334 | 6,955 30,080,800 | 5, 901 25° ¢ 
Reimbursements... 350 1,500,000 | 231 1, 000, 000 231 1, 000, 000 
B, (Budget activity 2, sub- a b 
2,879 12, 320,624 | 2, 585 11,179,000 | 1,664 7,197, 900 
Current year funds (di- 
2, 218 9, 492, 373 | 1,600 6,918,100 | 1,218 5, 270, 000 
Prior year funds_.....__- 661 2, 828, 251 985 4, 260, 900 446 1, 927° 900 
C. (Budget activity 3, sub- 
981 4, 201, 477 31 135, 500 3 11, 200 
Current year funds... 718 3, 072, 332 24 103, 400 ll 200 
Prior year 263 1, 129, 145 7 32, 100 
Reimbursements 
D. (Budget activity 5, sub- : 
cet EES | 1,961 8, 393, 252 906 3, 917, 500 895 3, 872, 200 : 
Current year funds (di- ; 
weet)... 5, 360, 796 424 1, 832, 200 719 3, 111,000 
Prior year funds. .......- 7 3, 032, 456 482 2, 085, 300 176 761, 200 
E. (Budget activity 6, sub- 
17,249 | 73,813,695 | 13,702 | 59, 162, 500 | 13, 530 58, 528, 200 
Current_year funds (di- 
SOE. déadiobabibhaackl 15, 538 66, 487,145 | 11, 581 50, 000, 200 | 12, 382 53, 805, 000 
Prior year funds.........| 1,361 5, 826, 550 , 658 7, 162, 300 685 2, 723, 200 , 
Reimbursements... .___. 350 1, 500, 000 463 2, 000, 00C 463 2, 000, 000 
F. (Budget activity 7, sub- fi 
5, 223 22, 351, 364 | 4, 742 22, 050,300 | 4,379 20, 369, 400 
Current year funds (di- ; 
aE es 4, 797,260 | 1,609 7, 480,600 | 3, 288 15, 293, 600 
Prior year funds__.___.- 17, 554,104 | 3,133 14, 569, 71 1, 091 5, 075, 800 
G. (Budget activity 8, sub- 
Ea 230 988, 110 430 1, 685, 900 464 1, 809, 000 
Current year funds (di- 
re ane=Setamrentaes 224 960, 165 354 1, 386, 900 464 1, 809, 000 
Prior year funds. 6 27, 945 76 
H. (Budget activity 9, sub- i 
Pitts -~bieienas 7. 2, 905 12, 431, 530 2, 300 11, 414,000 | 2,152 10, 719, 000 
Current year funds (di- | 
12, 431, 530 | 2, 300 11,414,000 | 2, 152 10, 719, 000 


! Includes allocated working fund for Department of Interior as follows: Fiscal year 1953 (actual): Man- 
years, 66; obligations, $339,511; fiscal year 1954 (estimated): Man-years, 61; obligations, $283,500; fiscal year 
1955 (estimated): Man-years 55; obligations, $260,600. 


Note.—Fiscal year 1954 and 1955 data exclude the Norfolk Naval aoyae (paojoct cash account 14) and 
uly 1, 


the Charleston Naval Shipyard which commenced NIF operations on 
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Average civilian employment by budget activity—Continued 
SHIPS AND FACILITIES, NAVY—Continued 


Fiseal year 1953 Fiscal year 1954 Fiscal year 1955 
(actual) (estimated) (estimated) 
Man- _ | Man- 
years Obligations years Obligations | years | Obligations 
(1) (2) (3) (4) | So | @® | @ 
iI, By ceiling control.__..-....-.... 83,203 | 356, 434, 548 | 57,899 | 253,149,700 | 55,049 | 240, 742, 700 
A. own ceiling con- | | 
(AR ea eS A REL | 81,918 | 350, 645,670 | 56,695 | 248, 037,000 | 53, 868 | 235, 724, 700 
B. Under other ceiling con- | | | } 
eabtines choise 1, 375 | | 5, 788, 878 1, 204 5,112,700 | 1,181 | 5, 018, 000 
| 
CONSTRUCTION OF SHIPS, NAVY 
) Total employment. -_-__. | 11,508 | $49,838,376 | 2,259 | $10,386, 900 | 859 | $4, 046, 800 
) I. By source of funds... _....__.- | i! 508 | 49, 838, 376 3 259 10, 386, 900 | 859 | 4, 046, 800 
Current year funds__ 052 9, 435, 100 | 859 | 4.046, 800 
) Prior year funds. | 11, 49, 838, 207 | 951, 800 | 0 | 0 
.| 0 | 0 0 | 0 
) Il. By ceiling control. 49,83 838, 376 76 | 2.250 | “10, 386, 900 859 4, 046, 800 
nder own ceiling con- 
11,492 | 49,769,176 | 2,258 |  10,382,600/ 859 4, 046, 800 
OF Under other ceiling con- | 
16 69, 200 1 4, 300 | 0 | 0 
a 
: SHIPBUILDING AND CONVERSION, NAVY 


| ] 
1 Total employment.... | 34, 110 | $150, 587, 680 35, 916 | $161, 391,800 | 37,290 | $168, 024, 400 
I. By source of funds._...... sain | 34, 110 | 150, 587, 680 | 35, 916 161, 391, 800 | 37, 290 168, 024, 400 
Current year 1,736 | 8,074,445 | 8,365| 37,588,150 | 10,702| 48. m1 
Prior year funds__.. ----| 32,374 142, 513, 235 | 27,551 | 123, 803,650 | 26, 498 119, 398, 139 
| Reimbursements._.....-.... 0 0 0 0 
Il. By ceiling 34,110 | 150, 587,680 | 35, 916 | 161, 991, 300 37, 37, 290 168, 024, 400 
(a) eer own ceiling con- 
Nit ieantipenincailargimainid 32, 073 141, 781, 663 | 33,956 | 152,920,300 | 35,332 159, 566, 700 
(0) Under other ceiling con- 
ba anhnrnigneneneseiode 2, 037 8, 806,017 | 1,960 8, 471,500 | 1,958 8, 457, 700 


Civilian employment, management basis—On board at the end of the fiscal year 


June 30, 1953 (actual) 


June 30, 1954 (estimated) | June 30, 1955 (estimated) 


Source of funds | | lu 
n- 
Total |Graded po * Total graded | Total \Graded 
() | (2) (3) (4) (5 (6) (7) ® | (10) 
| | | 
I, Total under own ceil- al | 
ing control. __- 152, 127 | 33, 802 |118, 325 |140, 915 | 33 pos 921 ce 259 | 32,592 | 103, 667 
II. Under own financial | 
and ceiling control___/130, 874 | 26,724 |104, 150 | 123, 281! 27, 530 | 86. 78 751 za, 314 2%, 507 94, 807 
72, 501 | 15,388 | 57, 113 54, 536 | 13, 180 “41, 33 356 | 51, 492 ‘12, 787 38, 705 
39, 295 7, 5A7 | 31,748 | 35, 326 7, 741 27, sas | 37, bm 8, 231 29, 402 
5,671 | 1,319] 4,352 962 42 | on 4 329 439 
13, 407 2, 470 10, 937 2, 457 6, 185 ‘ “a 32, ot | 6, 160 26, 261 
III, Under own ceiling con- 
trol, but financed by | 
outside sources.......) 21, 253 7,078 | 14,175 | 17,634 6, 464 | 11,170 | 13, 945 5, 085 8, 860 


| 
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Mr. Wiceirsworrn. The last table referred to indicates a total on 
board including both graded and ungraded personnel of 152,157 as 
of June 30, 1953; of 140,915 as of June 30, 1954; and of 136,259 as of 
June 30, 1955, or something over a 10-percent reduction in 2 years. 

Are there any further questions? 

Mr. Suepparp. No further questions, Mr. Chairman. 

Mr. WiceLeswortn. I am not sure whether my request of yesterday 
covered this or not. If it does not, will you please furnish for the 
record a table with respect to new construction under the 1954 pro- 
gram showing by class the number of ships and budget estimates for 
1954 and the awards to date with the prices involved; in other words 
the present status of the 1954 construction program. 

(Nore.—The information requested was furnished for the use of the 
committee. ) 

We thank you very much, Admiral. 

The committee will stand adjourned until 1:30 o’clock tomorrow. 


Tuaurspay, Marcu 11, 1954. 
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Amounts available for obligation 


1953 actual | 1954 estimate 1955 estimate 


Appropriation or estimate --- ---_..........-.--. $879, 000, 000 | | $804, 000,000 | $626, 200, 000 
Transferred from ‘‘Operating expenses, Atomic Energy Com- | | 


mission,"’ pursuant to Public Law 
Transferred to— | 
“Facilities, Navy,” pursuant to 67 Stat. 345._..._.__..._.. _ 20, 922, ¢ —124, 900 —400, 000 : 
“Military personnel, Navy,” pursuant to 67 Stat. 16 | —7, 843, : 
. : “Retired pay, Department of Defense,” pursuant to 67 | } ? 
“Military personnel, Army,” pursuant to 67 Stat. 16 | —35,000, 000 
“Relief and rehabilitation, Korea,”’ pursuant to Public | } 
- 
Adjusted appropriation or estimate. 790, 235, 000. 799, 173, 100 | 625, ‘800, 000 
Reimbursements from other accounts......................-- 101, 440,941 | 59, 706, 300 | 31, 235, 000 ‘ 
Total available for obligation.-......................... 891, 760, 325 858,879,400 | 657, 035, 000 
Unobligated balance, estimated savings (available for admin- | 
istrative reappropriation in subsequent years) | 513, 232 
‘877, 247, 093 | $10, 713, 400 | 657, 035, 000 
Comparative transfer from— 
“Operating expenses, Atomic Energy C 
Comparative transfer to— | 
“Service-wide operations, Navy” —65, 727 | 
“Military pay, —603, 310 —825, 000 
“Research and development, Army” = 000 
881, 320, 207 810, 092 092, 400 657, 7, 035, 000 
Norte.— Reimbursements from non-Federal sources above are from the proceeds of sale of personal prop* 
erty (40 W. 8. C. 481 (c)). 
Obligations by activities 
Description 1953 actual | | 1954 estimate | 1955 estimate 
— | 
Direct Obligations | 
Appropriated funds: | | 
1. Procurement of ordnance and ammunition _........-_-- | $454, 262, 2 54,852,100 | $332,919, 000 
2. Maintenance of ordnance and ammunition _-____- 101, 676, 569 94, 930, 000 101, 981, 000 
3. Maintenance and operation of facilities.........._.___- 48, 601,302 | 49, 026, 000 | 48, 684, 000 
4. Improvements and alterations to facilities__._._______- 21, 087, 199 17, 061, 000 9, 260, 000 
6. Research and development____.__....-......_...-- : 144, 738, 968 123, 523, 000 116, 981, 000 
7. Industrial mobilization... 560, 658 2, 370, 000 7, 805, 000 
8. Departmental administration... 8, 867, 940 | &, 624, 000 8, 170, 000 
Total obligations payable from appropriated funds__-| 779, 794, 882 | ~ 750, 386, 100 | 625, 800, 000 7 
Reimbursements from non-Federal sources: 
4. Improvements and alterations to 84, 384 on 
Total direct obligations... 779, 879, 266 | 750, 886, 100 | 625, 800, 000 
Obligations Payable Out of Reimbursements From Other | 
Accounts | | id 
| 
1. Procurement of ordnance and ammunition. -_._.....___. ~ 98, 304, 857 57, 400, 000 30, 000, 000 im 
2. Maintenance or ordnance and ammunition.._-....______-. 440, 215 | 325,000 | 300, 000 b 
a 3. Maintenance and operation of facilities oes Ba 949, 533 | 170, 000 | 170, 000 : 
4. Improvements and alterations to facilities intisasnmiobeencibmil 4,000 | 502, 000 341, 000 
6. Research and development___................---_- ETERS, 1, 005, 464 1, 285, 300 | 400, 000 
8. Departmental administration -........................_.-- 130, 174 | 24, 000 | 24, 000 : 


Total obligations out of reimbursements from | | 
---| 101, 440, 941 59, 706, 300 | 31, 235, 000 


Total ‘881, 320, 207 | 810, 092, 400° 657, 035, 000 
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Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
BUREAU OF ORDNANCE 
Summary of Personal Services 
Total number of permanent positions ............------------ 53, 555 47, 483 46, 920 
Full-time equivalent of all other 28 28 28 
Average num ber of all employees. -. ee 52, 248 46, 580 46, 028 
Average salaries and grades: 
General schedule grades: 
Average salary _. $ $4,418 $4, 463 $4, 458 
Average grade. GS-6.2 GS8-6.2 GS-4.2 
Crafts, protective, and custodial grades: 
Average salary ‘2 ; $3, 502 $3, 543 $3, 543 
Average grade __ CPC-6.0 CPC-6.0 CcPC-4.0 
Ungraded positions: Average salary........-.----------- $3, 541 $3, 750 $3, 748 
Personal service cbligations: 4 
$196, 120, 525 | $183,729,355 | $180,846, 000 
108, 7 107, 000 107, 000 
Regular pay in excess of 52-week base... - 738, 605 673, 645 658, 000 
Payment above basic rates... 11, 399, 000 | 7, 895, 000 7, 612, 000 
Total personal service obligations __- 208, 361,870 | 192, 405, 000 189, 223, 000 
Direct Obligations 
Appropriated funds: 
01 Personal services... 204, 544,370 | 188, 957, 000 186, 123, 000 
02 +Travel 2, 131, 247 2, 273, 000 2, 234, 490 
03 Transportation of things _ ie 31, 699, 004 24, 420, 000 22, 952, 000 
04 Communication services ..........-.--.------ 467, 487 463, 000 460, 000 
05 Rents and utility services... . 3, 205, 213 3,049, 3,050, 600 
06 Printing and reproduction __.-...-..------------------ 1,319, 977 1, 222, 500 1, 029, 600 
07 Other contractual services... . a 80, 741, 069 78, 865, 961 95, 910, 223 
Labor contracts with foreign governments !_ sedi; 1, 637, 820 1, 630, 000 1, 535, 000 
08 Supplies and materials 368, 366, 454 333, 705, 867 235, 469, 246 
09 Equipment 69, 203, 966 112, 653, 278 74, 634, 000 
10 Land and structures. 7, 337, 780 1, 966, 900 1, 282, 841 
15 Taxes and assessments. 1, 231, 255 1,179, 504 1, 119, 000 
Total obligations payable from a funds..| 771,886,542 | 750,386, 100 625, 800, 000 
Reimbursements from non-Federal sources 
771, 970,926 | 750,386, 100 625, 800, 000 
Obligations Payable Out of Reimbursements From Other Accounts 
3, 817, 500 3, 448, 000 3, 100, 000 
05 Rents and utility services............-...-...-.----------- 949, 533 179, 000 170, 000 
07 Other contractiial services. 213, 442 885, 300 400, 000 
90, 594,551 | 51, 701,000 22, 391, 000 
5, 865, 915 , 502, 5, 174, 000 
Total obligations payable out of reimbursements from 
ALLOCATION TO THE DEPARTMENT OF THE INTERIOR 
Full-time equivalent of all other positions 
Average number of all employees....--..-.------------------- 
Average salaries and grades: 
General schedule grades: 
01 Personal services: 
Permanent positions... 
Regular poy excess of am... 
Payment above basic rates... one 
02 Travel_. 
03 Transportation of things_- oe 
04 Communication services... 
05 Rents and utility services... 
06 Printing and reproduction... 


! Average number of persons—1953, 1,884; 1954, 1,865; 1955, 1,730. 


we BBS 


— 
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Obligations by objecte—Continued 


Object classification 1953 actual "1954 estimate | 1955 estimate 


ALLOCATION TO THE DEPARTMENT OF THE INTERIOR—Con, 


08 Supplies and 31, 720 


ALLOCATION TO DEPARTMENT OF COMMERCE | | 


07 Other contractual services 


ALLOCATION TO DEPARTMENT OF THE ARMY 


Total number of permanent positions 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary 

Ungraded positions: Average salary. 


01 Personal services: 
Permanent positions 


Regular pay in excess of 52-week 
Payment above basic 4, 212 |---- gil 
08 Supplies and materials } 
09 Equipment 
Total obligations 
SUMMARY 
Summary of Personal Services | | | 
| 
Total number of permanent positions._.___..._______________. | 53, 651 $47, 483 $46, 920 
Full-time equivalent of all other positions_____.._.__._.._.____. 29 | 28 | 2 
Average number all employees... _____ 52, 336 | 46, 580 46, 028 
Average salaries and grades: 7 
General schedule grades: | 
Average $4, 418 | $4, 463 #4, 458 
Crafts, protective, and custodial grades: | 
Average salary $3, 502 $3, 543 $3. 543 
CPC-4.0 | CPC-6.0 CPC-40 
Ungraded positions: Average salary_........._.....______- $3, 541 $3, 750 $3, 748 
Personal service obligations: 
$196, 476, 240 $183, 729, 355 $180, 846, 000 
107, 911 | 107, 000 107, 000 
Regular pay in excess of 52-week base__...............___. 739, 962 | 673, 645 658, 000 
Payment above basic'rates..._............................ 11, 406, 486 | 7, 895, 000 7, 612, 000 
Total personal service obligations .__...................- 208, 730, 599 | 192, 405, 000 | 189, 223, 000 
Direct Obligations 
funds: } 
204, 913, 099 | 188, 957, 000 186, 123, 000 
Travel____. 2, 137, $78 | 2, 273, 2, 234, 490 
03 Transportation of | 31,702,051 | 24, 420,000 | 22 952; 000 
04 Communieation services_............______- cork Al 468, 079 | 463, 000 460, 000 


05 Rents and utility services 
06 Printing and reproduction 
7 Other contractual services | 

Labor contracts with foreign ‘gov ernments 
08 Supplies and materials 


3. 049, 000 | 3. 050, 600 


B- 


09 Equipment... | 69, 120, 004 74, 634, 000 
t0 Land and structures _..._....____- | 7, 27, 780 | , 966, 1, 282, 841 
15 Taxes and assessments ______.___- | 1, 231, 896 1, 179, 594 | 1, 119, 900 
Total obligations payable from appropriated funds _..| 779, 794,882 | 750, 386, 100 625, 80, 000 
Reimbursements from non-Federal sources: | } 
‘Total direct obligations. ........... ............- | 779, 879, 266 750, 386, 100, | 625, 800, 000 


' Average number of persons— 1953, 1,884; 1954, 1,865; 1955, 1,730, 


SSS 
4 | 
8 
4 O91 | 1, 222, 500 1, 029, 600 
‘ 934 | 78, 865, 961 95, 910. 223 
2 290 1, 630, 900 1, 535, 000 
i 
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Obligations by objects—Continued 


Object classification 


j 
| 1953 actual | 1954 estimate | 1955 estimate 


Obligations Payable Out of Reimbursements From Other 
Accounts 
01 Personal services 


05 Rents and utility services. ki 949, 533 
07 Other contractual services... 213, 442 
08 Supplies and materials_................--- .-.-.-| 90, 504, 551 
Total obligations payable out of reimbursements from | 
| 101, 440, 941 


$3, 817, 500 


$3, 448, 000 $3, 100, 000 


170, 000 170, 000 
885, 300 400, 900 

41, 701, 000 22, 391, 000 
3, 502, 000 5, 174, 000 


810, ( 0! ¥ 400 657, 035, 000 


Analysis of expenditures 


| 
| 1953 actual 


| 


Obligations incurred during the year... 


Deduct: 
Adjustment in obligations of prior years_ _. 
Reimbursements | 
Obligated balance carried to certified claims account } 


101, 525, 325 
5, 406, 871 


1954 estimate 


| | 

Uunliquidated obligations, start of year_. | $1, 792, 325, 439 | $1, 
877, 247, 093 | 


9, 689, 947 
| 
| 


| 
| 


1955 estimate 
$751, 435, 500 
657, 035, 000 


1, 408, 470, 500 


368, 396, 397 
810, 713, 400 


708,300 | 235, 000 


267, 967, 997 15, 669, 400 


Unliquidated obligations, end of year...............| 1,4 751, 435, 500 _ 566, 100 
| 1,18 1, 100, 000, 000 | 25, 00, 900 

Expenditures are distributed as follows: | 
Out of current authorizations. ............-.-. euunke } 1, 184, 553, 992 { 248, 025, 000 250, 000, 000 
Out of prior authorizations............-.........---- | a 851, 975, 000 575, 000, 000 


struction (liquidation of contract authorization), Navy.” 


Amounts available for obligation 


ORDNANCE FOR New Construction, Navy 


Nore.—$27 million of the 1953 appropriation for this account is excluded 
from this schedule and set forth below under the title “Ordnance for new con- 


1953 actual | 1954 estimate | 1955 estimate 
| | 

Prior year balance available: 
Contract authorization ..............-.-------- jeeuubang 56, 040, 764 | $38, 723, 388 $19, 226, 233 
Reimbursements from other 113, 745 
Total available for obligation -..........-..-.-- 65, 498, 506 38, 723, 388 19, 226, 233 
Balance available in subsequent year (contract authorization) _| | —38, 723, 388 | —19, 226, 233 —15, 333, 837 
26, 775, 118 19, 497, 155 3, 892, 396 


| = 
| | 
| | 
50, 708, 300 | at, 205, 
| 4 
} 
2. 179, 109, 797 | 
| 
= 
A 
01 
02 
‘ 03 
07 
08 
09 
15 
D 
08 
T 
A 
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Obligations by activities 


Description | 1953 actual | 1954 estimate | 1955 estimate 


Direct Obligations | } 


. Fiscal year 1948 program ________.- maccd 21, 321, 773 $12, 122, 812 | $2, 161, 410 


1 

2. Fiseal year 1949 program . _- —513, 800 1, 570, 480 | 
3. Fiseal year 1950 program _ __ ist 1, 791, 570 2, 980, 000 | 
4. Fiscal year 1951 program - __-_- | 4, 061, 830 2, 823, 863 


Total direct obligations 26, 661, 373 19, 497, 155 


Obligations Payable Out of Reimbursements From 
Other Accounts | | | 


1. Fiscal year 1948 program 65, 834 | 
2. Fiseal year 1949 program ___ 28, 341 
3. Fiscal year 1950 program - _- 9, 
4. Fiscal year 1951 program __. ‘ 10, 246 
Total obligations payer out of reimbursements from 
other aceounts_. 113, 745 
Obligations incurred 26, 775, 118 19, 497, 155 3, 892, 396 


Obligations by objects 


| 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
| 


RUREAU OF ORDNANCE 


Total number of permanent positions._...................-.-- } 1, 211 
Average number of all employees 


Average salaries and grades: 
General schedule grades: 
Average salary 

Crafts, protective, and custodial grades: | 
cee $3, 502 3, 543 | $3, 543 


Ungraded positions: Average salary $3, 748 
Direct Ohligations | | 
01 Personal services | | 
P erms ane nt Positions. | $3,972, 000 #4, 442, 000 $4, 434, 000 
| 20, 000 | 23, 000 | 23, 000 
Pay ment aber ates. 347, 000 388, 000 388, 000 
Total 4, 339, 000 4, 853, 000 | 4, 845, 000 
| 12, 476 | 12, 000 | 10, 000 
03 Transportation of things ast 151, 764 | 414, 000 325, 000 
07 Other contractual services. | 2, 218, 047 782, 473 , 000 
7, 178, 803 000,372 |....... 
OS Eee | 12,874,478 12, 145, 66, 696 
15 Taxes and assessments 27, 000 29, 000 29 000 
| 26, 801, 568 19, 186, 000 5, 400, 696 
Deduct portion of foregoing subtotal financed from project | 
orders included in prior year obligations. 1, 508, 300 
Total direct obligations | 26, 801, 568 19, 186, 000 | 3, 892, 396 
Obligations Payahle Out of Reimbursements From Other Accounts 
| 26, 915, 313 | 186, 000 | 3, 892, 396 
ALLOCATION TO DEPARTMENT OF THE ARMY | | 
Total number of permanent positions. 18 18 
Average number of all employees 17 | | 


Average salaries and grades: 

General schedule grades: 
GS-6.6 GS-6.6 
$4, 043 


| 

| 1, 055, 503 : 
3, 892, 396 
| 
| 
= 
| | 
| 
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Obligations by objects—Continued 


Object classification | 1953 actual | 1954 estimate | 1955 estimate 3 Ch 


ALLOCATION TO THE DEPARTMENT OF THE ARMY—CoOn. | 
01 Personal services: | } 
Regular pay in excess of 52-week base 270 | | 
Payment above basic | 935 | 
Obligations | 298, 628 | op 
ALLOCATION TO DEPARTMENT OF COMMERCE | the 
07 Other contractual services...............----------------- 141, 006 | Cf ee fle 
= = = ne 
SUMMARY 
Th 
Total number of permanent positions___-_......--...--- ~ 1, 158 1, 229 $1, 211 the 
Average number of all 1, 130 | 1, 213 1, 196 
Average salaries and grades: $6: 
General schedule grades: 
Average $4, 418 $4, 463 $4, 458 
Crafts, protective, and custodial grades: 
Average salary. $3, 502 $3, 543 $3, 543 
Average grade_.___. CPC-4.0 CPC-6.0 CPC-6.0 j 
Ungraded positions: Average salary..--..-.-.-..---.---- $3, 541 $3, 750 $3, 748 i wh 
Direct Obligations sw 
01 Personal services: 
$4,043,795 | $4, 514, 305 $4, 434, 000 for 
Regular pay in excess of 52-week base. 20, 270 23, 275 23, 000 
Payment above basic rates.............-.-.----------- 347, 935 388, 420 388, 000 ta 
Total personal services.......... te 4,412,000 | 4, 926, 000 4, 845, 000 sul 
Travel__ Sada 12, 476 12, 000 10, 000 
03 ransportation of things_- 151, 764 414, 000 325, 000 
07 Other contractual services - 2, 359, 053 | 800, 000 125, 000 in 
09 Equipment................. ew chaheacceeseurareenn 12, 874, 478 12, 145, 155 66, 696 
and 27, 000 29, 000 29, 000 
| 26, 661, 373 19, 497, 155 5, 400, 696 
Deduct portion of foregoing subtotal ‘financed from. project 
orders included in prior year obligations. ...............-.--)..c-.520----22|ocenee-e-.- eee 1, 508, 300 
26, 661, 373 19, 497, 155 3, 892, 396 
Obligations Payable Out of Reimbursements From 
Other Accounts 
26, 775, 118 19, 497, 155 3, 892, 396 al 


Analysis of expenditures 


| 1953 actual 1954 estimate 1955 estimate 


Unliquidated obligations, start of year: | 


$61,879,048 | $43, 239, 247 $8, 239, 247 
63, 959, 236 54, 276, 612 63, 773, 767 1 
Obligations incurred during the year_..............-.._._- 26, 775, 118 19, 497, 155 3, 892, 396 2 
152, 613, 402 117, 013,014 75, 905, 410 
Deduct: 
Obligations transferred to “Ordnance for new construc- 
tion (liquidation of contract authorization), Navy’’.___. 27, 000, 000 10, 000, 000 34, 000, 000 
Unliquidated obligations, end of year: 
43, 239, 247 8, 239, 247 7, 239, 247 ve 
54, 276, 612 63, 773, 767 33, 666, 163 to 
Total expenditures (out of prior authorizations). ....____ 27, 983, 798 35, 000, 000 1, 000, 000 wl 
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Mr. Wieeiteswortu. The committee will come to order, and we 
will take up the item “Ordnance and facilities.’ Admiral Schoeffel, 
Chief of the Bureau of Ordnance, is with us, and has a statement for 
the committee. We will be glad to hear from you, Admiral. 


OPENING STATEMENT OF ADMIRAL SCHOEFFEL 


Admiral Scuorrre.. Mr. Chairman and members of the committee, 
I am pleased to appear again before this committee and report on the 
programs of the Bureau of Ordnance and to present our plans for 
operations during the fiscal year 1955. The chief responsibility of 
the Bureau of Ordnance is to provide the best ordnance material for the 
fleet (surface, aerial, and subsurface) in the quantities and at the time 
needed to support naval operations and approved readiness plans. 
The annual appropriation “Ordnance and facilities, Navy” finances 
the largest part of this responsibility. An appropriation of 
$626,200,000 is requested under this title for fiscal year 1955. 


NEW OBLIGATIONAL AUTHORITY BY PROGRAM 


There are seven major projects financed in this appropriation for 
which the total of $626.2 million is requested for fiscal year 1955. A 
summary of the requested funding for these seven projects and a 
comparison with funding during present and past fiscal years is set 
forth in table A attached to this statement. I would like to insert 
table A into the record at this point and discuss the highlights of this 
summary from chart 1. 

Mr. WicGLEswortH. Without objection, the table will be included 
in the record. 

(The matter referred to follows:) 


TaBLE A.— Ordnance and facilities, Navy, summary of obligations by budget 
activity 
{In thousands of dollars] 


| Fiseal year | Fiseal | Fiscal year 
5 | 5 55 
Activity | 1953 1954 1955 | 1954 versus 


actual estimate | estimate 1955 

1, Procurement of ordnance and ammunition | $454,262 | $454,977 | $333,319 | —$121, 658 
2. Maintenance of ordnance and ammunition____ | 101, 677 | 94, 930 | 101, 981 | +7, 051 
3. Maintenance and operation of facilities HEISE 48, 601 | 49, 026 | 48, 684 | —342 
4. Improvements and alterations to facilities. ........._| 21, O87 | 17, 061 | 9, 260 —7, 801 
6. Research and development __ nha penkitagaall 144, 739 123, 523 | 116, 981 | —6, 542 
7. Industrial mobilization... ..............-...-- | 561 2, 370 7,805 | +5, 435 
8. Departmental administration areE = 8, 868 | 8, 624 | 8,170 | —454 

1779, 795 | 2750, 511 626, 200 —124, 311 


1 Includes net comparative transfers of $4,073. 
3 Includes net comparative transfers of —$621. 


COMPARISON OF FUNDS REQUESTED WITH PRIOR YEAR FUNDING 


Admiral Scuorrre.. A total reduction of $124,311,000 in the fiscal 
year 1955 request from the 1954 base figure is first noted. The 1954 
total base figure represents a net balance of the funds appropriated, 
which were $804 million, after the following adjustments: 

(a) A transfer of $10 million to the appropriation ‘Korean relief 
and rehabilitation.” 
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(b) There was a reserve for savings held by the Bureau of the Budget 
of $48,166,000. 

(c) There was a net increase of $4,677,000 by real and comparative 
transfers between appropriations. 

So that, although the appropriated figure was $804 million, as a 
result of these various transfers in and out of this appropriation the 
base figure for 1954 nets $750,511,000. 

Gross reductions of $136,797,000 are planned for the fiscal vear 
1955 in 5 of the 7 projects that make up the appropriation. 

As indicated by the difference between the 1954 figure in subhead 1 
and this 1955 figure, “Procurement of ordnance and ammunition’”’ 
is reduced from 1954 by $121,658,000. 

“Maintenance and operation of facilities” as indicated by subhead 
3 is reduced by $342,000, the difference between the 1954 figure of 
$49,026,000 and the 1955 figure, $48,684,000. 

“Improvements and alterations to facilities” is reduced by $7,801,- 
000, from the 1954 figure of $17,061,000 to the 1955 figure of 
$9,260,000. 

“Research and development” is reduced by $6,542,000 from the 
1954 figure of $123,523,000, to the 1955 figure of $116,981,000. 

“Departmental administration,” under subhead 8 is reduced by 
$454,000, from a 1954 figure of $8,624,000 to a 1955 figure of 
$8,170,000. 

This makes up a gross reduction in these subheads 1, 3, 4, 6, and 
8 of $136,797,000. 

Now, increases are required in 2 of the 7 projects. These increases 
total $12,486,000. There is an increase under “Maintenance of 
ordnance and ammunition” of $7,051,000. The 1954 figure was 
$94,930,000, and the 1955 figure is $101,981,000. 

There is an increase in the industrial mobilization figure, subhead 7, 
of $5,435,000, an increase from the 1954 figure of $2,370,000 to the 
1955 figure of $7,805,000. 

So, with decreases in 5 of the subheads and increases in 2 of the 
subheads, there is a net reduction of $124,311,000. 


RELATIVE SIZES OF MAJOR PROGRAMS 


Also from this summary chart and table it can be noted that over 
53 percent of the funds requested ($333.3 million) is for major pro- 
curement of the newest types of ordnance weapons and ammunition— 
that is service hardware. 

Research and development programs represent $117 million or 
18.7 percent of the total. 

Maintenance of ordnance and ammunition will require $102 million 
or 16.3 percent of this request. 

The balance of 12 percent ($73.9 million) is to cover the other 4 
programs supported in this appropriation, that is, “Maintenance and 
operation,” ‘‘Improvement and alteration of ordnance shore estab- 
lishments,” ‘Industrial mobilization,” and ‘Departmental admin- 
istration.” 


PROCUREMENT OF ORDNANCE AND AMMUNITION 


Now, taking the highlights of each of these major programs, the 
procurement of ordnance and ammunition amounts to $333.3 million, 
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and if you will turn, sir; to page 1C1 of our submission you will see 
how this is broken down in its subheadings. 

Mr. WiaGLeswortu. That is in the confidential supplement? 

Admiral ScHorrFe.. Yes, sir; that is in the confidential supplement. 

All of the procurement programs are planned at lower levels in the 
fiscal year 1955 than in fiscal year 1954 with one notable exception— 
the participation of the Bureau of Ordnance in the guided missiles 
field. In this program, where significant advances can be reported, 
it is now possible to plan a larger procurement effort for particular 
guided missiles than was possible during the past fiscal year. 

Now, still on that same page under the heading “Procurement of 
ammunition,” the planned fiscal year 1955 procurement. of ammuni- 
tion, which is 38 percent of the total 1955 procurement effort (or 
$126.7 million), is approximately two-thirds of the 1954 level, as you 
will see on page 1C1, 

In this program the largest amounts are required to support Navy 
air operation plans with airborne rockets, bombs, and new aircraft 
gun ammunition, and to provide vital antisubmarine warfare weapons. 
See page 1C10. 

Other witnesses from the Department of Defense and the Navy 
have described the policy of placing maximum reliance on retention 
of proven and necessary production capacity rather than upon an 
undue accumulation of reserve stocks. This policy has a most impor- 
tant bearing on the ammunition procurement plan set forth in this 
request for funds in fiscal year 1955. The ability of the Bureau of 
Ordnance to support naval ammunition requirements under present 
mobilization plans is based principally on production potential rather 
than on accumulated inventories. 

With the full cooperation of our ammunition producers and the most 
careful control of complex ammunition components production sched- 
ules it should be possible to “stretch out’? a minimum number of 
proven production sources through fiscal year 1955 and to hold 
together the other elements of our minimum base for mobilization. 

I should like to digress a moment from a strictly limited discussion 
of procurement plans to emphasize the important relationship that 
exists between these plans to buy reduced quantities of ammunition 
in fiscal year 1955 and (1) the need for maintaining existing stocks of 
ammunition, and (2) the need for preserving the facilities and tools 
from terminated ammunition production lines as reserve capacity 
for mobilization. The maintenance of ammunition is funded in 
activity 2 of this appropriation, and the maintenance of industrial 
reserve capacity is funded in activity 7, ‘Industrial mobilization.” 
I will speak of these programs in more detail later, But I wish to 
emphasize most strongly now that the 1955 plans for procurement of 
ammunition will provide essential readiness only if plans in these two 
other supporting programs are carried out. 

You will notice, gentlemen, that these are the only two programs 
in which there is an uppage in our request for 1955 over 1954. This 
comparatively modest uppage in these two programs has a great deal 
to do with the much larger downage in the procurement of ammunition 
under subhead 1. 

Going on with other aspects of our procurement program, the 
planned fiscal year 1955 procurement of mines, depth charges, and 
torpedoes is approximately two-thirds of the fiscal year 1954 level. 
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See page 1C24 (mines and so forth), and 1C32 (torpedoes). In these 
many-part programs the fiscal year 1955 plan will meet essential 


requirements for the interim-condition of readiness prescribed by the 
Chief of Naval Operations and will continue the procurement. of | eC 
limited quantities of antisubmarine and underwater weapons of new p! 
design and greatly improved performance capabilities. In page 1C1 al 
you can see under the new procurement of torpedoes the changes item bi 
by item. 01 
The procurement of mines and depth charges and nets, item B, 1 
ves been lumped together in my statement on underwater ordnance ; ft 
ere. tl 
The planned procurement of ordnance equipment in this activity S re 
covers many specific types of antisubmarine, antiaircraft and aviation | tl 
weapons, page 1052. The fiscal year 1955 plan is approximately 20 a 
ercent less than the fiscal year 1954 level but will permit an orderly tc 
introduction of new weapons to the fleet in compliance with directives = | in 
of the Chief of Naval Operations. ) ta 
The fiscal year 1955 program for production facilities (p. 1068) tc 
totals $16.5 million and is about one-fourth of the planned fiscal eC 
year 1954 level. Eighty percent of the funds requested are for 01 
facilities required to initiate production of new special weapons. lo 
Thirty-two million four hundred thousand dollars is requested for 
inspection ind transportation of material that will be produced and h: 
delivered in fiscal year 1955. Page 1C74. The reduced levels of a 
production and deliveries will permit reduction of 9 percent in this yi 
program from the fiscal year 1954 experience. 
in 
MAINTENANCE OF ORDNANCE AND AMMUNITION If 
Now, on “Maintenance of ordnance and ammunition,” turn to r 
page 20. That is not the confidential supplement, but the regular 
submission. 
A total of $102 million is requested for “Maintenance of ordnance 
and ammuntion.’”’ This is an increase of $7 million over the fiscal yi 
vear 1954 level. There are two principal reasons for this increase: 
irst, new weapons available to the fleet for the first time from prior S) 
year procurement will require maintenance under projects funded th 
in this account. For example: The complex and highly effective w 
AN/ASB-1 bomb director systems installed in operating aircraft will ti 
require major overhauls for the first time during the fiscal year 1955. fu 
Pages 22 and 28. Second, guided missile programs (p. 37) have P 
progressed to the point where costs properly classified as maintenance 
will require funding. 
Third, new weapons recently installed in Navy training centers 
will require maintenance. Pages 26 and 38. 
Nevertheless item 2A, the first item up there, comes down $1,321,000, T 
in spite of having to take on these new jobs. The place where the 
uppage in this budget activity 2 is under maintenance and overhaul al 
of ammunition. SI 
of 
m 
p! 
le 


637 


APPROVED MOBILIZATION READINESS POSITIONS 


Approved mobilization readiness positions can be described as 
equations in which ‘‘readiness”’ is balanced with inventory-going 
production rates—and potential production after M-day. I have 
already commented, in discussing our procurement plans, on the 
basie policy of placing maximum reliance in our mobilization plans, 
on a production base rather than on an accumulated inventory of 
mobilization material. The minimum inventory part of many care- 
fully balanced readiness equations requires adequate attention 
through the maintenance projects of this activity. We must always 
remember that it is these minimum inventories that must carry us 
through the initial period of war, until new production becomes 
available. Hence it is essential that these inveniories not be allowed 
to deteriorate. Existing stock of ordnance material can be included 
in readiness plans—with confidence—only if it is adequately main- 
tained. The planned program in 1955 for maintenance of mines, 
torpedoes, harbor defense material, ammunition, and other ordnance 
equipment will protect the most valuable part of our defense base—the 
ordnance material and ammunition that has been produced—properly 
located—and ready to be used. 

The principal reason for this uppage here is that in past years we 
have been living on carryover money. In the fiscal year 1954 we 
are using up the carryover money, taking a carryover into the fiscal 
year 1955 of only about $300,000. 

The actual program funded in 1955 is on a somewhat lower level 
in terms of tonnage to be handled than the 1954 program. In the 
1954 program we were living on past programs, and in the 1955 
program this is the cost for the year in question. 


MAINTENANCE AND OPERATION OF FACILITIES 


Going on to subhead 3, “Maintenance and operation of facilities,” 
you will find that on page 60 of the regular book. 

Funds required for maintenance and operation of the Ordnance 
Shore Establishment represent 7.7 percent of this total request. In 
this program it has been planned to operate with $342,000 less than 
was provided in fiscal year 1954, and to absorb a number of addi- 
tional costs such as the cost of reducing accumulated annual leave, 
full payment for postage, and the support of newly assigned facilities. 
Page 63. Weare getting some more work done for slightly less money. 


IMPROVEMENTS AND ALTERATIONS TO FACILITIES 


“Improvements and alterations to facilities,’ budget activity 4. 
This is set forth on page 100 of the regular book, sir, $9.3 million. 

Projects totaling $4.2 million are included in this request for repairs, 
alterations, and minor new-construction projects in the Ordnance 
Shore Establishment. Also under this program $5.1 million is re- 
quested to continue a long range program for an orderly replacement 
of non-passenger-carrying mobile equipment and other capital equip- 
ment. Important improvements in the management of this total 
program will permit operations during fiscal year 1955 and 46 percent 
less money than was provided in fiscal year 1954. 
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RESEARCH AND DEVELOPMENT 


“Research and Development,’”’ project activity 6, $117 million. 
That is set forth on page 6C1 and page 6C2 in the confidential supple- 
ment, Mr. Wigglesworth. 

We have set this forth on these 2 pages in 2 different forms, and I 
think that on page 6C1 will be more easily understood, and the more 
easily discussed form. 

Page 6C2 shows a breakdown of the funds by the operational proj- 
ects set up originally by the Research and Development Board, and 
while it has meaning to the Research and Development Board, J do 
not think it has too much meaning to you gentlemen, The break- 
down on page 6C1, I think will be easier to follow and it follows the 
division of responsibilities within the Bureau. In each case we can 
have one officer talk to each program there, but it is exactly the same 
figure broken down in two different ways. 

The overall research and development program of the Bureau of 
Ordnance is planned at a lower level than in 1954 with fund reductions 
planned in all but one of the main categories of weapon projects. 
This program is an integrated part of the total Navy and Department 
of Defense research and development program, and the Bureau of 
Ordnance has been assigned heavy responsibilities in the fields where 

reatest emphasis will be placed during 1955. These are in projects 
or air defense, antisubmarine, and combat air support operations and 
in the expanded application of nuclear energy to naval weapons. 


INDUSTRIAL MOBILIZATION 


Industrial Mobilization, $7.8 million. Now, turning back to the 
regular book, this is shown on page 141, sir. An increase of $5.4 
million is requested in 1955 for the industrial mobilization projects 
of the Bureau of Ordnance. These increases are related to two of the 
most important aspects of this total 1955 funding plan. 

1. The ordnance production program (p. 146) is slowing down and 
in certain areas will stop during fiscal year 1955. Production facilities 
(plants, machine tools, and equipment) will be placed in reserve. 
Adequate provision for maintenance of these facilities must be made 
to protect this vital part of the mobilization production base. That 
is item B, and refers to that $4,189,000 estimate. That is up 
$2,889,000. 

Then, the second point is a basic policy of extending the test and 
evaluation phase before entering into production of complex new 
weapons which has increased the importance of the industry pre- 
paredness measures (pp. 148 and 150). This is one of the key proj- 
ects in the industrial mobilization program. It is considered essential 
that the effort to solve complex production problems on new weapons 
through engineering staff and pilot line study projects be increased. 
That refers to item 7C, sir, for which we have asked $2,970,000, and 
as I said earlier, sir, this budget activity 7, ‘Industrial Mobilization,” 
is 1 of the 2 in which we have made a request for more funds than in 
1954. It all hooks together with the problem of keeping down the 
inventory and keeping up the production potential. 
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DEPARTMENTAL ADMINISTRATION 


Departmental administration is set forth on page 160 of the regular 
book. ‘This is $8.2 million. 

The funds required for departmental administration represent 
about 1.3 percent of the total. The amount requested is a reduction 
of $454,000 from fiscal year 1954 in a program of a continuing nature. 

I would like to point out, sir, an important aspect of the work that 
is to be funded under “Departmental administration.” 

As the single service procurement problem builds up we find our- 
selves in the position that during the year 1953 we placed a greater 
dollar volume of procurement for the Army and the Air Force than 
we handled for the Navy, slightly greater for the other services, so 
that we are doing a great deal of work for the other fellows. One may 
ask to what extent we place our work with the other services. It is 
true that we place some of our work with them too, but it has worked 
out that they have placed about three times as much work with us 
as we have placed with them. 


CARRYOVER FUNDS AND EXPENDITURES 


Now I know, gentlemen, that you are very much interested in the 
subject of carryover funds and expenditures. 

A presentation of this 1955 funding plan in relation to prior year 
unliquidated obligations, or carryover funds, and to expenditures, 
is important to a clear understanding of the status of the naval 
ordnance program. 

I would like to place table B in the record at this time and to discuss 
the content of the table from chart 2. 

Mr. WiceLeswortH. Without objection, it may be included. 

(The matter referred to is as follows:) 


TaBLeE B.—Appropriated funds available for expenditure and net expenditure 
appropriation, ordnance, and facilities, Navy 


{In millions of dollars] 


Item Fiseal | Fiscal | Fiscal Fiseal Fiscal | Fiscal 
‘ year 1951 | year 1952 year 1953 | year 1954 | year 1955 | year 1956 
A. Available funds: | | 
1. Unliquidated obligations, July | 
1—current year. .............. ----------| $1, 262.0 | $1, 792.3 | $1,363.8 | $791.7 | $569.0 
2. New authority..............-- $1, 440. 4 1, 335.7 879.0 804.0 | tee 
3. Less: Transfers, reserves, and | 
obligation 1.0) 42.7 113.8 91.7 | 
4. Total 1,430.4 | 2,555.0 | 2,557.5 | 2,081.1 | 1,417.5 
5. Less: 177.4 762.7 1, 184.5 1, 100.0 
6. Less: Transfer of unliquidated | 
obligation to certified claims. 4.2 199.4 | 23.5 | 
7.  Unliquidated obligations 
June 30—current 1,262.0 | 1,792.3 | 1,368.8 791.7 | 
B. Unavailable funds: | 
1, Transfers to certified | 4.2} 225.9 
(a) Unliquidated obliga- | 
TESTES | (4.2)| (189. 4)} (23. 5)}_-- 
(b) Unobligated balance (36. 5) (12. 7) 
2. Unobligated reserves-........... 1.3 19.1 44.5 92.6 | 79.9 |. 
(a) Current year...........- (1.3) (5. 2) (14. 5) 
(13. 9) (30. 0) (12.7) (79. 9)| 
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Admiral Scuorerret. Table B and chart 2 show the pattern of 
available funds and expenditures during the period 1951 through 
1955. There are three key numbers in these data. 

(1) Unliquidated obligations from prior years. That is the dark 
green area. 

(2) New authority. That is the light green area. 

(3) Expenditures. That is the brown area. 

The changes in these numbers are all related and tell in broad 
terms the history of our operations during the past 4 years and the 
plans for the next vear. 

This appropriation title, “Ordnance and facilities, Navy,’ came 
into being in the year 1951. So, we start off here with 1951 (indicat- 
ing on chart), and we show no carryover from 1950. There was 
actually a small amount of carryover in the vear 1950, but the total 
appropriation was about $194 million. There was a small carryover 
in 1951, but rather than muddy the picture we pick it up here with 
this new appropriation title as though it started from scratch. 

Throughout fiscal year 1951 and in fiscal year 1952 large production 
programs were started. There was new authority for about $1,400 
million total in 1951 and a total of about $1,300 million in 1952. 
There [indicating] is the new authority. 

Mr. Suepparp. Does that include the carryover from 1951? 

Admiral Scuorrrev. There is a carryover from 1951, this much 
[indicating]. 

Mr. SuHepparp. I see. 

Admiral Scuorrre.. Here [indicating] was the 1951 new authority 
and here [indicating] was the small amount that was actually expended 
in 1951. This [indicating] minus that [indicating] leaves that dark 
green there which was the carryover into 1952. You can see that 
amounted to about $1,250 million. 

The long production lead time required during these early years 
built up unliquidated obligations to a peak of $1.8 billion at the 
beginning of fiscal year 1953. 

uring late fiscal year 1952 and 1953 a ‘‘stretchout”’ of production 
schedules became a matter of important policy in order that minimum 
rates of going production might be maintained for the longest possible 
time under existing supply contracts. 

Production deliveries and payments began to increase through 
fiscal year 1952 and reached a peak of $1,185 million in the fiscal year 
1953. 

New funding in 1953 was reduced sharply. The appropriation, if 
I remember correctly, was $879 million, rather than $1,200 million 
approximately in 1952. Additionally, and during the year, sub- 
stantial sums were transferred from this appropriation or placed in 
reserve. About $100 million was transferred or placed in reserve. 

The effect of these actions reduced the carryover of unliquidated 
obligations into fiscal 1954 to $1,369 million, and the appropriation of 
new funds was further reduced from earlier levels. As I said earlier 
the 1954 appropriation was $804 million and transfers to other 
appropriations and reserves make that now $750 million. 

Again during this year, transfers and reserves for savings have 
further reduced the total funded program. 

Expenditures started to come down slightly in 1954, but will reach 
$1,100 million during this current fiscal year. 
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The payments for completed work and the reduced level of available 
new funding will reduce the unliquidated obligations at the end of 
fiscal year 1954 to $791.7 million. That is this figure right here 
[indicating]. 

During fiscal year 1955, new funding requested is again reduced 
below prior levels, expenditures will drop to $825 million, and the 
unliquidated obligation at the end of 1955 will be reduced to $569 
million. 

So, gentlemen, you see our carryover picture is falling rapidly 
[indicating]. It was about $1,250 million in 1952 and went up to a 
peak of $1,800 million in 1953. Now it is coming down until at this 
time it is down nearly to the level of the request for new funds, and it 
is below the level of the anticipated expenditures in the year 1955. 

This is a gross dollar picture that represents the sum of many 
program-funding patterns. 

In summary, it can be stated that the reduction of carryover funds 
from $1,800 million in fiscal year 1953 to less than one-third of that 
amount in fiscal year 1955 represents two things: 

(1) First, and most important of course, the reductions of carry- 
over funds and of expenditures represent completion of large programs 
initiated in the early years of 1951 and 1952. 

(2) Secondly, these fiscal plans reflect the decisions that have been 
made to provide financing for the very minimum initial and reorder 
production lead time. 

The problem of adjusting complex ordnance production programs 
to the reduced levels of activity planned, in fiscal years 1955 and 
1956, and maintaining a responsive mobilization production base that 
involves large segments of industries will require the most cooperative 
and understanding participation of our industrial sources of supply. 

That concludes my general statement, Mr. Wigglesworth, and 
if you care to see it | would be happy to show 5 minutes of movies 
showing some of the hardware we are procuring. 

Mr. WiccLteswortn. Thank you very much, Admiral, for a very 
clear and very helpful statement. 

Off the record. 

(Discussion off the record.) 

Mr. WiaGLtesworrn. As you have pointed out, Admiral, the overall 
request here is for $626,200,000, which compares with the appropria- 
tion for the current fiscal year of $804 million, and with what you have 
termed a base figure for fiscal 1954 after adjustments of $750,511,000. 

I notice in the second table inserted in connection with your open- 
ing statement that you anticipate a carryover in fiscal 1956 of $569 
million. Will all of that be obligated? 

Admiral ScHoOEFFEL. Yes, sir. 

Mr. WiaGLeswortu. So there is no unobligated carryover con- 
templated? 

Admiral ScHorFrFrEeL. None available to us, sir. 


RESERVE FOR SAVINGS 


Mr. WiaG.esworrn. I note also in the statement that you refer 
to a reserve for savings of $48,166,000 in respect to the 1954 appro- 
priation. What is the status of that? 
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Admiral Scuorrre.. That is held in reserve by the Bureau of the 
Budget and is not available to us and will revert to the Treasury. 
Perhaps I am speaking a little too fast in that last statement. It is 
not available to the Bureau of Ordnance. 

Mr. Unless released? 

Admiral Scuorrre.. Unless released and it has been reported it is 
unreleasable, sir. 

Mr. WiaGieswortn. And if not released, what does become of it? 

Admiral Scuorrret. Unless the executive department gets au- 
ead to use it in some other appropriation it will revert to the 

reasury. 

Mr. Wiaeieswortnh. As of June 30, 1954? 

Admiral Scnorrrev. Yes, sir; it lapses as of that date. 


UNAVAILABLE FUNDS 


Mr. Wiaaiesworrn. Will you clarify the final portion of your 
second table entitled “Unavailable Funds’’? 

Admiral Scuorrre.. I will ask Mr. Pehrson to do that, sir. 

Mr. Penrson. The first part of the table on unavailable funds 
relates to transfers to certified claims. These are funds that will 
lapse to the certified claims account from 1951 and 1952 appropria- 
tions, a total of $225.9 million of which $189.4 will be unliquidated 
obligations and $36.5 million will be the unobligated balance. 

Mr. WiaeiesworrH. That is as of what date? 

Mr. Peurson. June 30, 1954, sir. 


UNOBLIGATED RESERVES 


The second part of that table, unobligated reserves, the $12.7 
million represents unobligated balances of our 1953 appropriation 
which are not available to the Bureau and have not been available 
to the Bureau since June 30, 1953. $79.9 million represents unobli- 
gated balances of our 1954 funds which we anticipate will not be 
obligated by the end of this year. These moneys will not be available 
to the Bureau for obligations after June 30, 1954. 

Mr. Wiaeieswortn. Off the record. 

(Discussion off the record.) 

Mr. WiceieswortH. Does this mean that as of June 30, 1955, 
there will be unobligated funds to the extent of $79.9 million? 

Admiral Scuorrren. As of June 30, 1954, there will be those 
funds, sir. 

Mr. Wicc.ieswortnu. As of June 30, 1954? 

Admiral Scuorrre.. Yes, sir. 

Mr. Wiaciesworts. And those are the reserve savings which you 
refer to in your statement of $48,166,000 plus additional savings 
contemplated between now and the end of the current fiscal year? 

Admiral ScHorFrreL. Yes, sir. 

Mr. Wiceieswortn. And those funds do not carry over in any 
part into fiscal 1955? 

Admiral Scnorrre.. They do not carry over. 
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ACTUAL AND COMPARATIVE TRANSFERS 


s Mr. WiaeLeswortu. I notice that the committee print indicates 
that the appropriation request in fiseal 1955 includes $231,000 for 
activities previously carried uader ‘Research, Navy’ and excludes 


s $732,000 for activities transferred in the estimates to appropriations 
as follows: 
When the remarks are revised, will you please insert a_ brief 
explanation as to why these various transfers have been made? . 
Admiral Scnorrre.. We can give it right now, if you wish. - 
Mr. Very well. a 
Mr. Penrson. | have a full statement to put into the record. 2 
r Mr. WieeLesworru. | think it will be satisfactory if that ex- 


planation is inserted in the record at this point. 
(The material referred to is as follows:) 


STATEMENT OF AcTUAL AND COMPARATIVE TRANSFERS (OFN APPROPRIATION) 


I. ACTUAL TRANSFERS 


— 


A. In fiscal year 1953, pursuant to Public Laws 11 and 488 there were transfers 


from this account in the amount of $88,765,000. Of this amount $67,843,000 a 

covered pay deficiencies and $20,922,000 was for the accomplishment of structural a 
i facility projects. However, structural facility projects negotiated were $12,101,989 a 

and the balance of $8,820,011 remains in the ‘Facilities, Navy’? account as a 

savings. 


B. In fiseal year 1954 net transfers were $4,826,900. These transfers were 
pursuant to Public Laws 784, 179 and 207. Classified research projects from 


7 AEC in the amount of $5,298,000 were transferred to this account; $124,900 was 
n transferred to the appropriation ‘Facilities, Navy’’ for the accomplishment of 
e structural production facility projects and $10 million transferred to ‘Relief 
and rehabilitation, Korea.” 

3 C. The fiscal year 1955 budget estimate reflects $400,000 to be transferred to 
6 appropriation ‘‘Facilities, Navy.” 

e 


II. COMPARATIVE TRANSFERS 


The fiscal year 1955 budget estimate includes projects in the amount of $231,000 
previously supported by appropriation “Research, Navy’’ and excludes projects 
, m the amount of $731,000 previously funded by this appropriation. The 

justification of the $731,000 appears in the estimates of the following accounts: 
“Aircraft and facilities, Navy,’ amount $31,000; ‘‘Servicewide operations, Navy,”’ 


e i amount $72,000; ‘Military pay, Navy,” amount $616,000; and “Research and 
development, Army,” amount $13,000. Fiscal year 1953 and fiscal year 1954 
: budget comparability is set forth by the following table: 
u 
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| | 
s“iseal year Fiscal year, Fiscal year | Budget 
Account 1053 | 1954 1955 project Item 
Net totals... | $4, 073, 114 | —621, 000 | ~$501, 000 
A. Transfers from. | 4,768,151 | 316, 000 931,000 | 
1. and facilities, 59, 000 |. ‘ 4 3G } Operation and honsexeep- 
avy. | | ing costs for misecllane- 
| | | ous service craft and 
| | boats at ordnance sta- 
| tions. 
2. Research, Navy.....| 283,000 | —-316, 000 | 231, 000 | 6 | Overhead costs at NRL 
| (NIF overations). 
3. expenses, | 6 | Classified research project. 
4 | 
B. Transfer to............-. | 6085, 03% | 987, 000 | 732, 000 | 
—— |______| 
and facili- — 26, 000 —31, 000 | 31, 000 | 3G Ordnance departments at 
ties, Navy. | naval stations, Kodiak 
| | and Argentia. 
2. py Penig’ opera- —65,727 | —71,000 —72, 000 3F Scientific and Technical 
tions, Navy. Board of Civil Service 
| | _ Examiners. 
—603,310 | —825, 000 —616. 000 3 |)Contractual services for 
(—19, 400) | (—20,400)| (—20, 400) 3A || packing and crating of 


3. Military pay, Navy. (—15, 210); (—15,400)| (—14, 600) T @ household effects for per- 
| (—28, 700)|. (—39, 200)| (—35, 000) 3F manent change of sta- 
(- (—546, 000) 3G tion. 
—13, 000 6 | Metals and Minerals Ad- 
visory Board. 


4. Research and devel- | 
opment, Army. 


CARRYOVER FUNDS 


Mr. WiceLeswortH. Are there any general questions before we 
take up the budget activities? 

Mr. Osrertac. No general questions. 

Mr. Mr. Sheppard? 

Mr. SuHepparD. What is your total cumulative figure of carryovers 
as of the latest date you can give it to me? 

Admiral Scnorrre.. We expect to carry into 1955 on the 30th of 
June, 1954, $791,658,000. 

Mr. Suepparp. Out of that total how much is obligated? 

Mr. Preurson. By June 30, 1954, all of it will be obligated. We 
have not finished obligating all of the 1954 funds. 

Mr. Sueprarp. But you will have them all obligated by June 30, 
1954? 

Admiral ScHoerret. Yes, sir. 

Mr. Suepparp. So that leaves you in a position of where you have 
no benefits accruing from that to influence the new money requested? 

Admiral Scnorrre.. It would not be available for shifting from 
one thing to another. 

Mr. Suepparp. No further questions. 


UNOBLIGATED BALANCES 


Mr. Osrertac. You gave Mr. Sheppard the figure of unexpended 
obligations going into 1954? 

Admiral ScHorFFEL. Fiscal 1955, sir. 

Mr. OstertaG. Do you have your unobligated balance as of 
January or any recent date? 

Admrial Scuorrret. Yes, sir. As of February 28 our situation was, 
unencumbered funds, $270,229,000. We had encumbered 64 percent 
of our 1954 funds as of that date. 
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Mr. Ostertac. What do you mean by unencumbered, Admiral? 

Admiral Scuorrret. There have been several definitions. I will ask 
Mr. Pehrson to give the latest and most accurate definition. 

Mr. Penrson. That encumbrance figure includes $327.8 million of 
obligations and $152.5 million of commitments. In the commitment 
category we have to carry our requisitions on the Army for material. 
They do not enter into our obligation reporting until we get notifica- 
tion from the Army that they have placed the money and given infor- 
mation as to how they have placed the money. That is a new defini- 
tion of a commitment that used to be called an obligation. Also 
included are allotments to stations which have not firmed up and do 
not firm up until the end of the month. 

Mr. Ostrertac. Did | understand correctly that you have as of 
February 28, $270 million which is not committed or obligated? 

Admiral Scuorrre.. That is correct, sir. 

Mr. Osrertac. And that you have obligated or expended 64 percent 
of your current year appropriation as of that date? 

Admiral ScHorerre.. Yes, sir. 

Mr. Osrertaa. So that there will be a normal balance of $270 
million which is a reasonable amount to be obligated between now 
and the end of the fiscal year? 

Admiral Scnorerre.. Yes. In two-thirds of the year we did the 
job on 64 percent of our total funds. 

Mr. OsrertaG. There are about 4 months left in the year? 

Admiral Scnorerre.. Yes, sir. 

Mr. OstrertaG. Which would be about 30 percent? 

Admiral ScHorerret. Yes, sir. One-third of the year remains. 

Mr. OstrertaGc. That is a normal balance at this point? 

Admiral Scuorrre.. Yes, sir. 

Mr. WiaeLtesworrnu. Are those figures, Admiral, on the basis of 
the appropriation request or on the basis of money available including 
reimbursements, if any? 

Admiral Scuorrret. Mr. Pehrson will speak to that. 


UNENCUMBERED FUNDS AND SAVINGS 


Mr. Peurson. Actually there is a $31 million correction to that 
figure of unencumbered funds. That reduces our unencumbered 
moneys to $239 million rather than the $270 million indicated. 

Mr. WiaeLeswortn. In other words, if we take the $31 million 
additional savings into account the first table inserted with the 
Admiral’s statement would show a reduction of $31 million in column 
2 and in column 4. 

Admiral Scuogrre.. That is correct, sir, and of course it was an 
open question as to which way we should present this. We presented 
it on the basis of the $750 million because that is the figure the 
President and the Bureau of the Budget had sent to you. 

Mr. Wiaeieswortnu. Are the figures given us as to obligations and 
commitments on a basis which takes into account reimbursements? 

Mr. Penrson. These are the total obligations against our ac- 
count, sir. 
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APPROPRIATION INTRODUCTION 


Mr. Wiaa.eswortn. Without objection we will include at this 
point in the record pages 3, 4, and 5 of the justifications entitled 
“Appropriation introduction.” 

(The material referred to is as follows:) 


ORDNANCE AND Faciuitigs, Navy, 1955 
APPROPRIATION INTRODUCTION 


Funds required to support the programs under the appropriation ‘‘Ordnance 
and facilities, Navy, 1955” total $626,200,000. 

A narrative statement outlining the objectives and plans on which the appro- 
priation is based and highlighting those provisions which translate the objectives 
into concrete plans for attainment follows: 

1. The basic objective of the appropriation estimate is to provide that ordnance 
and ammunition necessary to support the operational requirements of approved 
naval forces at the highest feasible degree of combat readiness; to accomplish 
currently assigned tasks; to improve the Bureau’s material readiness position; 
and to retain a minimum acceptable base on which to mobilize. Estimates will 
fund deliveries of most procurement items through fiscal year 1955 and through 
that reorder lead time necessary to retain minimum production lines. Maximum 
reliance is placed upon retention of proven and necessary production capacity 
rather than upon undesirable accumulation of mobilization reserve stocks. Fund- 
ing for mobilization reserve requirements is limited to that necessary to procure 
one-third of those deficiencies existing subsequent to fiscal year 1954 procurement. 

2. Fund requests for the maintenance of ordnance and ammunition place 
primary emphasis upon maximum utilization of existing stocks in lieu of new 
procurement. To accomplish this end, existing ordnance and ammunition in 
store will be examined systematically and reconditioned or serviced to the extent 
practicable in accordance with demonstrated need, valid rework schedules, and 
equipment availability. Procurement of technical ordnance material required 
to maintain ordnance equipment will be limited to that necessary to fulfill require- 
ments and to maintain adequate stockage levels. 

3. Funds for the basic maintenance and operation of facilities are limited to 
essential fire and security protection and that routine upkeep and repair necessary 
to retain stations in the ordnance establishment at a level necessary for safe 
operation and to prevent excessive and costly deterioration. It includes those 
maintenance operational costs which would accrue regardless of the level of opera- 
tions. Fund estimates are based on thorough analysis of detailed maintenance 
and operating cost data encompassing labor, material, and consumable supplies. 

4. Fund requests for improvements and alterations to facilities are determined 
from anticipated costs of specific and necessary projects and from an improved 
property management program for the replacement of mobile equipment. 

5. The ordnance research and development program is a vital aspect of the 
Bureau’s responsibility to provide those types of ordnance and ammunition which 
will meet requirements of the naval forces under all conceivable conditions. 
Continual advanees in technical knowledge require constant adaptation of naval 
weapons to adjusting defensive techniques to prevent the production or reten- 
tion of ineffectual ordnance and ammunition. The research and development 
program of the Bureau of Ordnance approaches this problem of the gradual 
ineffectiveness of existing weapons in two ways: First, a long-range program directed 
toward extensive improvements in weapons and related equipments to meet 
future conditions; and, secondly, a short-range program designed to improve ex- 
isting ordnance to enable our operating forces to meet conditions anticipated in the 
comparatively near future. Estimates based on these objectives insure that 
maximum research effort will be achieved at minimum cost without duplication 
of effort. 

6. Funds requested for industrial mobilization provide for maintenance of 
plants and production equipment; those preparedness activities necessary to 
permit a desirable state of readiness for mobilization production requirements; 
and procurement of certain tools and other production equipment. Specifically, 
the program provides for retention of certain plants peculiarly equipped for the 
production of naval ordnance; retention, rehabilitation, and maintenance of 
machine tools used in ordnance production; industry preparedness activities 
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which include production engineering studies; and development of production 
methods. Fund estimates are based primarily upon the need to rehabilitate, 
preserve, and retain Government-owned plants and production equipment to 
be placed in reserve due to terminations. 

7. Estimates for administrative expenses are based upon the anticipated work- 
load accruing from programs planned in fiscal year 1955, those initiated in prior 
years and those imposed by single service procurement responsibilities. Major 
consideration has been given to further improvement of the utilization of man- 
power and the need for even greater economies in administrative areas. 


PROCUREMENT OF ORDNANCE AND AMMUNITION 


Mr. WieeLeswortu. As the Admiral has pointed out, this request 
is broken down into 8 budget activities listed on page 7 of the justifica- 
tions, the first of which, ‘Procurement of ordnance and ammunition,” 
requests $333,319,000 or a reduction of $121,658,000 as compared 
with the current fiscal year. This budget activity is covered by pages 
11 to 19, inclusive, of the justifications and is in turn broken down 
into 8 projects, the first of which is for ‘Procurement of ammunition,” 
reflecting a request of $126,723,000, a decrease of $60,017,000 as 
compared with the current fiscal year. This budget activity is also 
covered in the confidential supplement, pages 1-C-—8 through 1—C-—22. 

Admiral Scuorrre.. Actually, sir, pages 1-C-1 to 1-C-88 cover 
the whole budget activity No. 1, “Procurement of ordnance and 
ammunition.” The project “Procurement of ammunition’’ itself is, 
as you say, covered in pages 1—C-8 through 1—C-22. 


PROCUREMENT OF AMMUNITION 


Mr. WicGLeswortu. There is a breakdown on page 1—C-10 of the 
various categories of ammunition to be procured, 9 in number, showing 
the dollar figure for each category for fiscal years 1953, 1954, and 1955. 
Of the 9 categories, 7 show reductions, 1 is for the same amount as in 
the current fiscal year, and the 9th, item d, shows a very substantial 
increase. Will you tell us something about that increase, Admiral, 
off the record? 

Admiral ScHorrret. Yes, sir. 

(Discussion off the record.) 


INVENTORY AND UTILIZATION 


Mr. WieGiesworts. Looking at item h, can you give us the pic- 
ture of that item in terms of inventory and utilization? 

Admiral Scnorrret. I will ask Captain King to speak to that 
item h. Off the record, please. 

(Discussion off the record.) 

Mr. Wiaciesworrtn. Off the record. 

(Discussion off the record.) 

Mr. WiaeLesworrts. On the record. Will you please furnish for 
the committee a table of the various items under project 1A which 
will show, first, the inventory on hand as of June 30, 1953: second, the 
additions as a result of the appropriation in fiscal 1954; third, the 
utilization during 1954; fourth, the inventory anticipated as of June 
30, 1954; fifth, the dollar additions contemplated under the 1955 
request; and finally the anticipated inventory as of the end of that 
fiscal year. 
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Mr. Penrson. Off the record, Mr. Chairman. 

(Discussion off the record.) 

(The information requested will be furnished the committee.) 

Mr. Wicaieswortu. I understand from what has been said that 
the overall request now before us, if approved, in connection with 
prior funding will provide you with an adequate inventory of ammuni- 
tion in all categories? 

Admiral Scnopnrrex. In connection with the production base 
that we are trying to maintain and with the maintenance of ammu- 
nition we already have, we figure that this will be adequate for con- 
ditions as currently foreseen, sir. 

Mr. WiacLeswortu. There is, of course, in respect to all items 
in this appropriation, very comprehensive detailed data provided for 
the committee in the confidential supplement, which necessarily 
cannot be on the record. 

Admiral Scuoerre.. Yes, sir. 


OBLIGATION 


Mr. Wiae_rsworts. What is the actual obligation figure as of 
some robert date against the $186,740,000 for procurement of ammu- 
nition? 

Admiral Scnorrret. Mr. Pehrson will answer that, sir. 

Mr. Penrson. As of February 28, 1954, $150,212,000. 

Mr. Wiacciesworts. That is obligated? 

Mr. Prexurson. Obligated and committed, sir. 

Mr. WiaaLeswortH. How much is obligated? 

Mr. Peurson. $105,414,000. The commitments in this area 
represent orders placed with the Army. 

Mr. Wiac.ieswortn. Are there any questions on project 1A, 
Mr. Ostertag. 

Mr. OsrertaG. Project 1A, Admiral, covers procurement of am- 
munition under a budget activity of “Procurement of ordnance and 
ammunition,” is that correct? 

Admiral Scuorrre.. That is correct, sir. 


DECREASE IN ESTIMATE 


Mr. OsrertaG. There is a decrease of $60 million as compared to 
fiscal 1954 in connection with your estimate for fiscal 1955; is that 
correct? 

Admiral Scuorrret. That is correct, sir. 

Mr. OsrertaG. Does that come about by virtue of a carryover of 
unexpended but obligated balances? 

Admiral Scuorrre.. To some extent, sir. Each item of ammuni- 
tion has to be considered in its entirety as a management problem. 
We have so much buildup for each item over so many years, we fore- 
see so much usage in the fiscal year 1955, and we take each item and 
estimate new requirements based upon the facts of the case as repre- 
sented by that particular item. There are many items of ammunition 
on which we are carrying stock for which we have no procurement 
scheduled whatever for 1955 because we have adequate stocks on 
hand. In other words, we have adequate stocks in connection with 
our production base to be able to handle our situation in many items. 
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The items which are included here for procurement in 1955 are the 
items which have gone through a very, very close process of screening, 
not only within the Bureau of Ordnance but within the Navy Depart- 
ment and in the Department of Defense to determine whether there 
is real need for their procurement. 

Mr. OsrertaG. Admiral, would you say the fact that there is a sharp 
decrease in several categories of ammunition and an increase in certain 
others would mean that you are putting your stockpile or your buildup 
in proper balance? 

Admiral Scuoerre.. Yes, sir; endeavoring to get it into proper 
balance. 

Mr. Osrertac. It is apparent that you had an ample supply of air- 
craft ammunition, as one example; is that correct? 

Admiral Scuorrrer. Well, not entirely, sir. As you will see, we 
have a considerable figure there in 1955, but it is a reduction from the 
figure in 1954, a very considerable reduction. 

Mr. OstertaG. That is the point I make. 

Admiral ScHorrre.. Yes, sir. 

Mr. Ostrerraa. On or off the record, would you care to comment 
on the antisubmarine ammunition picture? 

Admiral Scnorrre.. Off the record, please. 

(Discussion off the record.) 

Mr. OsrertaG. That is all I have. 

Mr. WiGcGLeswortsu. Mr. Sheppard? 


TRANSFER FROM ATOMIC ENERGY COMMISSION 


Mr. SuHEepparD. | would like to call your attention to the green 
sheet N-14-2 in your regular justifications, which reflects a transfer 
from “Operating expenses, Atomic Energy Commission,’’ pursuant to 
Public Law 784, in the amount of $5,298,000. Will you kindly give 
us an explanation pertaining to that transfer? 

Admiral Scuorrre.. Captain King will speak to that. Off the 
record, please. 

(Discussion off the record.) 

Mr. Suepparp. Mr. Chairman, you were referring to budget 
activity No. 1? 

Mr. WiaeieswortnH. Project 1A of budget activity No. 1. 

Mr. SHEPPARD. Because of the confidential aspects of the projects 
of budget activity No. 1 with the exception of the last three, and 
further because of the detailed information supplied in the confiden- 
tial justifications, I will not go into any extensive interrogation be- 
cause it would be about 95 percent off the record, generally speaking, 
so I have no further questions on this project and will not have until 
you get down to the items I referred to, which are the last three 
involved in this budget activity. 


PROCUREMENT OF MINES, DEPTH CHARGES, NETS, AND DEGAUSSING 


Mr. WiaGa.Lesworts. Project 1B, “Procurement of mines, depth 
charges, nets, and degaussing,” calls for $15,530,000 and reflects a 
decrease of $18,449,000 as compared with the current fiscal year. 
This is covered in the confidential supplement at pages 1-C—23 
through 1—C-30, and there is a breakdown on page LG 
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various categories covered by this request, four of which show sub- 
stantial reductions and the fifth a small increase as far as dollars are 
concerned, 

PROCUREMENT OF TORPEDOES 


Each of the items is explained in some detail. Project 1C is for the 
procurement of torpedoes, and reflects a request for $38,341,000, 
which is $6,858,000 less than the current vear figure. 

This item is covered in the confidential supplement on pages 1—C-31 
through 1—-C-42, and there is a breakdown into some 12 categories 
showing the dollars applicable to each category in the fiscal years 
1953, 1954 and 1955 on page 1-C-32 of the justifications. There are 
further details on the followi ing pages. 

There is one substantial increase under item C reflected in the table 
on page 1—C-32 of the confidential supplement. Will you give us 
some explanation of that increase, Admiral, off the record? 

Admiral Scuorrre.. Yes, sir. 

(Discussion off the record.) 

Mr. WiaeLeswortn. There are substantial increases in items I and 
K. Will you explain off the record the difference between the two 
items and the reason for the increase? 

Captain Rosrnson. Off the record. 

(Discussion off the record.) 


PROCUREMENT OF GUIDED MISSILES 


Mr. Wiae.ieswortn. Project 1D is for the procurement of guided 
missiles, requested $75,479,000, an increase of $19,412,000. It is 
covered in the confidential supplement on pages 1-C-43 to 1—C-—50, 
inclusive. 

Tell us something off the record about this item, Admiral. 

(Discussion off the record.) 

Mr. WiaG.ieswortu. In what state of development are these 
missiles? 

Admiral Scuorrre.. Off the record. 

(Discussion off the record.) 

Mr. Wicciesworrn. Are there any questions on projects 1B, 
C or D, Mr. Ostertag? 

Mr. Osterraa. I have no questions, Mr. Chairman. 

Mr. Mr. Sheppard? 

Mr. Suepparp. I have no questions. 


PROCUREMENT OF ORDNANCE EQUIPMENT 


Mr. Wiae.teswortu. Project 1E, procurement of ordnance equip- 
ment, requests $28,285,000, a decrease of $7,200,000 as compared to 
the current fiscal year, and is covered on pages 1—C-51 through 
1-C-—-66 of the confidential supplement. 

There is a breakdown of this request into five items on page 1-C—52, 
showing the dollar figures for the fiscal years 1953, 1954, and 1955. 

There is only one substantial increase in that picture, which is in 
respect to item B, 

Could you say a little more off the record on that item? I think 
you have already covered it, to some extent, Admiral. 

Admiral ScHoEFFEL. Yes, sir. Captain Robinson. 

(Discussion off the record.) 
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PRODUCTION FACILITIES 


Mr. WiaGLeswortu. Project 1F, production facilities, requests 
$16,555,000, as compared with $61,313,000 in the current fiscal year. 

This project is covered on pages 1-C-67 to 1-C-73 of the confi- 
dential supplement, and there is a breakdown at page 1—-C—68 for 
the fiscal years 1953, 1954, and 1955 showing the dollar figures by 
categories. 

That seems to be broken down into two main items, machine tools 
and other production equipment and structures. 

There is a new item apparently under machine tools and other 
production equipment, item 7, in the amount of $13,250,000. Off 
the record what does that item cover, Admiral? 

(Discussion off the record.) 

Mr. WiacieswortH. What about item 10 for which $1,085,000 is 
requested? 

Admiral Scuorrret. That is the replacement tool program. There 
is some justification given on page 1—-C-—72, and I will ask Captain 
Tann to talk to the details of it. 

(Discussion off the record.) 

Mr. Wiacieswortn. Are there any questions on project 1F? 

Mr. No. 

Mr. SHepparp. I have no questions, Mr. Chairman. 


INSPECTION 


Mr. WiaeteswortnH. Project 1G, inspection, requests $9,454,000, 
a decrease of $2,320,000 as compared with the current fiscal year. 
That is covered on pages 1-C-74 to 1-C-88 of the confidential 
supplement. 

I understand that these funds are provided for the field adminis- 
tration of contracts and for the inspection and acceptance of Naval 
ordnance materiel. 

Admiral Scuorrre.. Yes, sir. 

Mr. Wiceteswortn. And it is apparently broken down into (a) 
maintenance of the Offices of Naval Inspectors of Ordnance, inspection 
functions at Central Torpedo Office; (6) support of inspectors of 
naval materiel; (c) procurement of inspection procedures; (d@) training 
of inspection personnel; and (e) support of inspection of guided 
missiles. 

PERSONNEL 


How many personnel are there in the Offices of Naval Inspectors 
of Ordnance? 

Captain Karns. There are 599 civilian employees in the Naval 
Inspectors of Ordnance Office. 

Mr. Wicateswortn. Is that the figure for 1955 or 1954? 

Captain Karns. That is right now, sir. 

Mr. Wieeiteswortn. What do you contemplate in 1955? 

Admiral ScHorrret. 588, sir. 

Mr. Wiaeieswortu. How many offices are maintained? 

Captain Karns. There are 16, sir. 

Mr. Wiceteswortu. This request reflects the decrease in the total 
ordnance procurement in the fiscal year 1955, I take it? 
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Captain Karns. Yes, sir. 
Mr. WiceGLeswortH. Those 16 offices are over and above the } 
Central Torpedo Office? I 


Captain Karns. Yes, sir. 

Mr. Wiacieswortn. What is the personnel of the central office? 

Captain Karns. A very small number of them are involved in 
inspection. 

Admiral ScHoerre.. 23, sir. 


DOLLAR VALUE OF INSPECTIONS 


Mr. WicGLeswortH. Have you any idea as to the number of j 
inspections, or the dollar value of inspections, in the 2 years? 

Captain Karns. What is that, sir? 4 

Mr. WicGcLeswortH. Can you give us comparative figures, either 
in terms of number of inspections or the dollar value of contracts to 
be inspected for the 2 fiscal years 1954 and 1955? 

Admiral Scoorrrent. We apparently do not have this information 
immediately available. May we get that for the record, sir? ; 

Mr. Wiacieswortn. Yes, if you will supply that, please, when you 
revise your remarks. 

(The information requested follows: 

The requirements for the inspection program are developed by the inspection r 
offices and are based on workload factors which consider the status, number, and 
complexity of procurement contracts for the Bureau of Ordnance as well as other 
agency contracts assigned to inspection offices for administration. 

A gross dollar indication of inspection workload, however, can be presented in 
the following comparison of expenditures for deliveries of ordnance and ammuni- : 


tion during fiscal year’s 1954 and 1955 from the appropriation ‘Ordnance and 
facilities, Navy.” 


Expenditures: Million 


1 The expenditures in fiscal year 1955 include payments through the certified claims procedure for deliveries 
of material financed in the fiscal year 1951 and 1952 appropriations. 


Mr. Peurson. In 1954 our expenditures for procurement were \ 
$787.6 million. In 1955, including the deliveries of material we pay 
for under the certified claims procedure, it would be around $706 
million. 


SUPPORT OF INSPECTORS OF NAVAL MATERIEL 


Mr. WicGc.ieswortu. I am not clear on what “‘Support of inspectors 
of naval materiel’ covers. 
Admiral Scuorrre.. Well, sir, a very considerable part of our in- : ( 
spections are not carried on by naval inspectors of ordnance because \ 
they are restricted primarily to types of material that are extremely I 
technical in nature or in a rapidly changing status of development. . 
A good deal of our more stable design material is inspected for us by ( 
inspectors of naval materiel under the direction of the Office of Naval 
Materiel. They estimate the amount of inspection that will be re- 
uired for us in the course of a year and we, by conference with them, I 
the amount of the estimate each year. Actually, in the 
course of the year they bill us for the work they have done for us. I 
Mr. Wiaeteswortn. So really the item of $4,555,000 is for addi- ] 
tional inspection work done in other divisions and billed to you? : 
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Admiral Scuorrret. Yes, sir. As stated here, the Office of Naval 
Materiel estimates that 810 man-years of labor will be required to 
perform services for the Bureau of Ordnance in fiscal 1955. 

(The following was submitted for the record :) 


The average 1953 breakdown for the services was as follows: Percent 


Mr. WiacGieswortH. How does the figure of $945,000 for move- 
ment of Inspection Procedures compare with the figure for the current 
fiscal year? 

Mr. Penrson. It is $305,000 less than the previous figure, which was 
$1,250,000. 


BUREAU OF STANDARDS LABORATORY AT POMONA, CALIF. 


Mr. WicG.LeswortH. There is another item of support of inspection 
of guided missiles at Corona, Calif., $1,073,000. Is that for further 
inspection which is billed to you by the laboratory? 

Admiral Scnorrre.t. No, sir. This is the laboratory which we 
took over from the Bureau of Standards at the time last summer when 
the Bureau of Standards started to get out of the military program. 
This laboratory had been doing guided missile quality evaluation work 
for us through a contract with the Bureau of Standards. We had to 
carry on the work and had no other group to do it, so we took over the 
laboratory. 

Mr. WiacLteswortH. What is the 1954 figure for this? 

Admiral Scuorrre.. The 1954 figure was $955,000. This is an 
uppage of $118,000. 

Mr. WiaeLeswortH. Any questions on project 1G, “Inspection’’? 

Mr. Osrertaa. No questions. 

Mr. Mr. Sheppard? 


INSPECTION EXPENSES 


Mr. Suepparp. Yes. I notice with considerable interest the re- 
duction of $2,320,000 in the inspection category. I want to know 
what will happen as a result of that reduction. Is it a reduction made 
by fitting your workload to a budget pattern, or what? 

Admiral Scnorrre.. It is a reduction made on the basis of fitting 
our inspection expenses to our expected workload in the fiscal year 
1955. 

Mr. SHepparp. That reduction does not seem compatible to me 
because your inspection service is one of the basic functions. It is a 
very technical field that I have heretofore analyzed and from infor- 
mation received have concluded it is a very preservative field, particu- 
larly when you are in the development aspect of unimproved items 
you are procuring. So to me this figure is not compatible with your 
workload requirements and I would like to have an explanation. 
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Admiral Scnorrre.. If you would please turn to page 84 you will 
see that the maintenance of inspectors of ordnance is down only 
$5,000 from the 1954 figure of $2,740,000 to the 1955 figure of 
$2,735,000. It is in those offices that most of the inspection of the 
material that is in a state of technical flux takes place. 

Mr. SHeprarp. Does the application of the word ‘flux’? mean you 
have a series of programs in status quo? . 

Admiral Scuorrre.. I mean the design is changing. There are 
real problems in regard to design. 

Mr. Suepparp. Which necessitates, as I have always understood, 
intensification of inspection? 

Admiral Scnorrre.. And highly technical people to do the inspec- 
tion, people well trained in inspection and in the technical material 
under consideration. So you see there was very little downage there. 

We turn over to the next page and find an item for the quality 
control functions of the central torpedo office which goes down from 
$537,000 to $86,000, a drop of $451,000. You will see that at three 
of the plants there is nothing whatever in 1955. The reason for this 
is that in those plants we ran special programs at these selected 
stations to develop quality control procedures which would have wide 
application, and these special programs have been completed. 

Now we go to the next item, “Support of inspectors of naval ma- 
teriel.”’ There we find a considerable drop from over 6 to 4.5 million 
dollars. As I said earlier, in the offices of the inspectors of naval ma- 
teriel we get inspection of items that are in a distinctly more stable 
design situation, and our workload in items of that nature is dropping, 
so we figure that we can do the necessary inspection work with these 
lesser funds. 

Mr. Suepparp. These inspectors are actually assigned in the plants 
where you are receiving production under contracts? 

Admiral Yes, sir. 

Mr. Suerrarp. And of course if these inspections are properly 
applied it obviates later inspections where the contracts are made on 
the basis of a known factor? 

Admiral ScHorrFe.. Yes, sir. 

Mr. SuHepparp. And where they are made on the basis of an un- 
known factor, you still have a problem? 

Admiral Scnorrre.. Yes, sir. If we do not have our design ade- 
quately frozen in every detail it may cause a great deal of trouble. 


EXAMPLE OF IMPROPER ITEM PASSING INSPECTION 


Mr. Suepparp. Where do you pick up the discrepancy of an im- 
proper item having passed inspection? 

Admiral Scuorrret. I will give you an example that caused us a 
great deal of difficulty throughout the early part of the last fiscal 
year and which I think we have pretty well squared away now. That 
was on a rocket. Off the record. 

(Discussion off the record.) 

Admiral ScnorrreL. The material was being produced as closely 
as the inspectors could hold it to the specifications, and yet when we 
got this material at the ammunition depot where the great number 
of component parts were brought together to form an assembly, we 
found that things were not right, and it was necessary to do a 100- 
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percent screening of parts for some time in order to assure the com- 
patibility of parts in the final assembly. 

Mr. SHEPPARD. Was that attributable to the fact that tolerances 
had been overlooked? 

Admiral Scnorrret. Partly that, sir, and such things as_ the 
definition of the requirements for finish. A finish is very difficult to 
define accurately. One man may consider a finish excellent because 
his eyes are not too good. Another man may consider the finish 
is not up to par. ‘To measure finish by means of gages is an ex- 
tremely difficult and expensive process. For a while we had to do 
that. We turned to groups made up of people from the developing 
organization, from the inspection offices, from the manufacturers, 
from the Bureau, and with the very valuable assistance at no cost 
whatever to the Government, from a gentleman who is just plain 
interested in naval ordnance. Between them, running down all the 
various difficulties, they have finally gotten the situation so that that 
program is on the rails and the rockets are being assembled with no 
trouble at the rate of several hundred thousands a month. At one 
time we were very much afraid that we had something like $20 million 
of accepted components in our warehouses that it looked like we 
would not be able to use. As a result of all the work that has been 
done, these components are now being used in rockets and we expect 
that between 95 and 98 percent of that material will prove to be 
usable. 

It was primarily a question of insuring that the specifications were 
realistic, that they required the right things at the right places and 
did not require too much in the wrong places, and the improvement 
of knowledge to the extent that the mechanics knew just how they 
had to put these things together, how they had to package them. For 
instance, in one plant it was found a component was picked up by a 
man picking up 4 or 5 tubes off a table, like this [indicating]. Amazing 
as it may seem, it developed that the amount of jarring the components 
got by being picked up in that fashion caused little dents in the 
components. In the course of the work we did in trying to make the 
components usable, we found this item was more rugged than the 
developing organization believed it was, and that we could put 
together parts they thought should have been rejected and get 
perfectly good results out of those parts. 


ELECTRONICS FIELD 


Mr. SHepparp. With specific reference to the field of electronics, 
having gone through the field of inspection that you have just referred 
to, would your experience indicate the percentage of rejectable 
material has increased to any degree, or decreased? 


PERSONNEL PROBLEMS 


Captain Karns. The effectiveness of inspection is gradually in- 
creasing. It is always a tough problem to get inspectors, and you have 
quite a problem in training them, and—— 

Mr. Suepparp. Before you go any further, why are you having 
trouble in getting men in the field of inspection when you are willing 
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to educate them for a period of time, as I understand? What seems 
to be the trouble? Why can you not get adequate people? 

Captain Karns. We get them, but as soon as they are well trained 
they are offered more money and they go to another job in private 
industry. We have quite a job to train them for our complicated 
work and the pay scale is not enough to hold them very long. 

Mr. Suepparp. In other words, what has happened to a considerable 
extent is that you train the inspectors but because of the incompati- 
bility of your remuneration with their services they do not stay with 
you? 

Captain Karns. Yes. We do derive some benefit from the training 
in that they often go to work for the contractor and give us better 
material, 

Mr. Sueprarp. I wonder, however, if it would not be well to put 
in your contract that you are not financing a training program for the 
benefit of the contractors. 

Captain Karns. The efficacy of our inspections is increasing. We 
are finding fewer failures and finding them sooner. I would say the 
inspection system has improved considerably since Korea. At that 
time we just did not have the trained inspectors. Industry did not 
have them. They just were not available. The inspection situation 
has changed. 

Mr. SHeprarp. In other words, in those days industry was training 
its own people. They have quit their training programs and are 
reaping the benefits of the training programs you have to carry on; 
is that right? 

Captain Karns. To some extent. Industry is reorienting their 
inspection force, too. 

Mr. Suepparp. Largely at your expense? 

Captain Karns. They are learning from us, as a matter of fact. 

Mr. Suepparp. And there is not much you can do about it, is there? 


UTILIZATION OF MECHANICAL DEVICES 


Admiral Wirnineton. There is another answer. You gave quite a 
bit of money for the establishment in laboratories of mechanical 
devices and these machines are supplementing the trained men to 
some extent. 

Mr. SuHepparD. In other words you are substituting mechanical 
devices? 

Admiral Wirnineton. Yes. 

Mr. Suepparp. And you eliminate the human equation, but you 
still have to see that the mechanical devices operate correctly, do 
you not? 

Admiral Wirutneton. Yes, sir. 


POMONA OPERATION 


Mr. Suepparp. By the way, what is the status of the present 
operation at Pomona? 

Admiral Scuorrre.. Very good. 

Mr. SuHepparD. It was unsatisfactory at first? 

Admiral Scuorrret. Yes. I was there last week and was very 
much impressed with it. They are reducing their costs. As you 
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probably know, we entered into a fixed-price incentive-type contract 
with them. It was the first one in the guided-missile field in the 
whole United States Government, and it has had a very salutary 
effect. 

Mr. SHEPPARD. Do you contemplate taking advantage of your 
experience and applying the same principle to other contracts? 

Admiral Scnorrret. Yes. We have since made a_ fixed-price 
incentive contract with Fairchild for another missile and I know 
that we are in negotiation with Eastman Kodak on another one. 

Mr. SHepPArD. The operation at Pomona seems to be functioning 
very successfully from what I was able to observe there. Off the 
record. 

(Discussion off the record.) 

Mr. SHepparp. That is all, Mr. Chairman. 


TRANSPORTATION 


Mr. Project 1H, ‘Transportation,’ requests 
$22,952,000, a decrease of $1,468,000 as compared with the current 
fiscal year, and it is covered in pages 1-C-88 to 1—-C-89 of the con- 
fidential supplement. 

There is a computation on page 1—C-—88 in terms of tonnage, average 
miles hauled, and rates per ton for explosive ordnance and inert 
ordnance. I notice that there is an average increase in rates which 
appears here at 115 percent. 

Admiral ScHoEFFEL. Yes, sir. 

Mr. WiacGuesworrtu. I take it that means 15 percent, does it not? 

Admiral Scuorrrex. Fifteen percent increase; yes, sir. 

Mr. Wiac.ieswortn. Resulting from a recent increase of 15 percent 
in both interstate and intrastate commerce for railroad rates, and also 
for express shipments. That is correct, is it not? 

Admiral ScHorFFe.L. Yes, sir. 

Mr. WiccieswortnH. And this covers the cost of commercial 
transportation from the suppliers and other sources to first destina- 
tion for use or storage within the Navy? 

Admiral Scuorrre.. That is correct. 

Mr. WiceLesworrn. Are there any questions on this project, Mr. 
Sheppard? 

Mr. SHEepparp. I have no questions, Mr. Chairman. 


AVIATION ORDNANCE AND AMMUNITION 


Mr. Wiac.ieswortu. In respect to “Aviation ordnance and ammuni- 
tion”, I think we funded certain aviation ordnance and ammunition 
under the Bureau of Aeronautics, if I am not mistaken, did we not? 

Admiral Scnozrre.. I do not believe ammunition, sir. Under the 
appropriation “Construction of aircraft and related procurement” 
money is made available for the fixed armament of new airplanes being 
constructed. Those funds are made available, the total appropriation 
is made available to the Secretary of the Navy, and Admiral Clexton’s 
office at that point breaks off the part that is required for the fixed 
armament of those airplanes and makes that part available to the 
Bureau of Ordnance. The other part is available to the Bureau of 
Ordnance, but there is no ammunition carried in that. 
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GUIDED MISSILES 


Mr. WiaGieswortn. What about guided missiles? 

Admiral Scuorrre.. As to guided missiles, sir, as you know, some 
of the Navy’s guided missiles are being procured by the Bureau of 
Aeronautics, and some by the Bureau of Ordnance. We supply the 
explosive components to the Bureau of Aeronautics for their guided 
missiles. They get the money and they turn the funds over to us for 
the explosive components of those guided missiles of theirs. 

Mr. Suepparp. And that is all, is it not? 

Admiral Scuonrre., Yes, sir. 


Fripay, Marcu 12, 1954. 


MAINTENANCE OF ORDNANCE AND AMMUNITION 


Mr. WicGLeswortn. The committee will come to order and we will 
turn to budget activity No. 2 for maintenance of ordnance and am- 
munition, for which there is an overall request of $101,981,000, an 
increase of $7,051,000 as compared with the current fiscal year. 
This budget activity is dealt with in the justifications pages 20 to 59, 
inclusive, and is broken down into 5 projects, the first of which is 
for maintenance and improvement of aval ordnance, which requests 
$45,250,000, a decrease of $1,321,000 as compared with the current 
fiscal year, and which is apparently also dealt with in the confidential 
supplement pages 2—C-1 to 2—C-85. 

The justifications indicate that generally there are four major 
reasons for the increased fund requirements: (1) The requirement 
for increased new funding in fiscal year 1955 for a number of projects 
as a result of important decisions made in fiscal years 1953 and 1954 
to reduce the forward funding or carryover of unexpended funds on 
certain projects; (2) new weapons available to the fleet from prior- 
year procurement which will require support from projects funded 
under this heading; (3) the positions of improved readiness under the 
mobilization readiness program; and (4) the receipt, stowage, and 
issue of ammunition performed for the Marine Corps. 

There is a breakdown of project 2A, “Maintenance and improve- 
ment of naval ordnance,” on page 26 of the justifications showing 
dollars involved by category in fiscal years 1953, 1954, and 1955. 
Of the 8 items listed only 2 reflect increases as compared with the 
current fiscal year, ““Maintenance and overhaul of aviation ordnance,” 
and “Maintenance and installation of ordnance at Naval Reserve 
Officers Training Corps schools.” 


MAINTENANCE AND OVERHAUL OF AVIATION ORDNANCE 


What is the explanation of the increase of $896,000 for ‘““Mainte- 
nance and overhaul of aviation ordnance’? 

Admiral Scuorrret. In general terms, the -figures are justified on 

ages 27 through 29, and on page 29 you will see that expenditures 
incurred for repair and overhaul of aviation ordnance equipment 
returned from service, which shows an increase of $1,031,000, is the 
item that is responsible for the net increase of $896,000. 
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This results from the requirement that the very complex and 
effective bombing systems AN/ASB-1 start receiving major overhauls. 
We have a considerable number of these systems in service at this 
time. They have been in service for approximately 2 years and over- 
haul is requisite. It is the normal practice, when an airplane itself 
comes in for overhaul, to remove all the ordnance equipment, check it 
over, and see what requires overhaul, and do that. The AN/ASB-1 
is in a somewhat different category, and we are going to have to start 
overhauls of them on the basis of the systems themselves rather than 
tied so closely to the airplanes. If 1 may go off the record a moment. 

(Discussion off the record.) 

Admiral Scnorrre.. The figures that I have indicated accounting 
for slightly over $1.5 million more than account for the over age of 
$1,031,000 on this item. If it had not been for the fact that this 
new work was requisite, there would have been a downage rather 
than an uppage in this item. 


MAINTENANCE AND INSTALLATION OF ORDNANCE AT NAVAL RESERVE 
OFFICERS TRAINING CORPS SCHOOLS 


Mr. WiccGLeswortH. What about the increase of $707,000 for 
maintenance and installation of ordnance at Naval Reserve Officers 
Training Corps schools? 

Admiral Scuorrret. This is set forth beginning on page 38 of the 
justifications. The funds requested for this subproject provide for 
the installation and maintenance of ordnance required to carry out 
effectively the missions of the Regular Navy NRTC and NROTC 
units. In fiscal year 1955, installation of ordnance will be completed 
in the new se hools for fire-control technicians (classes A, B, and C), 
gunner’s mates (classes A and B), and the Officer’s Gunnery Ordnance 
School at the naval training center, Great Lakes, Ill. These funds 
include provision for the preparation of equipment installation plans 
for these schools to be accomplished at the New York Naval Shipyard. 

The table on page 39 of the justifications sets forth the costs to be 
incurred in this program, the total installation cost being $1,169,000, 
the total maintenance cost to be $426,000, and the preparation of 
plans to be $50,000, or a total of $1,645,000. 

Essentially, there is a good deal more installation being done in 
setting up these expanded schools and that is the essential reason for 
the uppage, sir. 

Last year the figure for installation of new schools was $380,000 
versus $884,000 this year, an uppage of $504,000. In 1954 the figure 
for fleet-training centers was $235,000 versus a figure this year of 
$388,000, or an uppage of $153,000. In 1954 the figure for naval 
reserve training centers was $273,000 versus $323,000 this year, an 
uppage of $50,000. 

OBLIGATIONS 


Mr. WiaGieswortH. Can you give me an obligation figure as of 
some recent date against the 1954 funds? 

Admiral Scuorrre.. Mr. Pehrson will speak to that. 

Mr. Peurson. The obligations against the $46.5 million as of 
February 28, 1954, are $19 million; commitments, $8.4 million, a 
total of $27.4 million, 59 percent of the funds. 
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Mr. WiaGLeswortn. Any questions on project 2A? 
Mr. Osrertaa. No questions. 
Mr. Suepparpb. No questions, Mr. Chairman. 


MAINTENANCE AND OVERHAUL OF AMMUNITION 


Mr. Project 2B, “Maintenance and overhaul of 
ammunition,” requests $53,031,000, or $9,432,000 above the figure 
for the current fiscal year. This project was referred to yesterday, 
I think, in the course of your general statement? 

Admiral Scuorrre.. Yes, sir. 

Mr. Wiae._eswortH. You indicated that while there is an apparent 
increase of $9.4 million, that in reality on the basis of the request 
before the committee you would operate in fiscal year 1955 at a lower 
level than in fiseal 1954? 

Admiral Yes, sir. 


CARRYOVER FUNDS 


Mr. Wiaa.eswortu. That fact being due to the difference in carry- 
over funds in the 2 years? 

Admiral Yes, sir. 

Mr. WiaGc.teswortn. What was the carryover into fiscal 1954? 

Admiral Scnorrret. We have a chart and we will give it to you 
in figures for the record. The carryover into 1954, sir, was $16.4 
million. Have you the exact figure, Mr. Pehrson? 

Mr. Penrson. May I make a comment that the figures Admiral 
Schoeffel is referring to relate to item 1, the ‘“Maintenance of ammuni- 
tion,’”’ the $34 millon figure rather than the total of $53 million. I 
am looking at page 44 of the justifications. 

Admiral Scuorerret. This chart relates to item 1, ‘“Maintenance 
of ammunition.” It relates to subparagraphs (a), (6), (c), and (d). 
It is in this item 1, “Maintenance of ammunition,” that almost the 
entire uppage in this project 2B exists. 

{r. WicGLeswortn. Off the record. 

(Discussion off the record.) 

Mr. Wiacieswortnu. And this chart you are going to show us deals 
with $9,058,000 of the $9,432,000 increase? 

Admiral Scuorrrex. Yes, sir. So in answer to your question, sir, 
the carryover into the fiscal year 1954 was $16.4 million. The carry- 
over into 1953 had been $23.7 million. We are operating this activity 
in such a way as to get rid of all of that carryover in the fiscal year 1955, 
going into fiscal year 1955 with a carryover of only $300,000, and we 
propose to put the subject on an absolutely current basis from then on, 
run it by allotments rather than by project orders. As to the magni- 
tude of the job being done, we have this block, which indicates the 
amount of work actually done in the course of the year. In dollars 
it amounted to $36.9 million in fiscal 1953. In fiscal 1954 we propose 
to do $42.5 million worth of work, and in fiscal 1955 come down to 
$33.7 million of work. The actual tonnage to be worked on in 1953 
was 688,177 tons of ammunition renovated, and in 1954 the figure 
went up to 762,000 tons, and in 1955 we are proposing to work on 
670,000 tons, sir. 
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OBLIGATIONS 


Mr. WicGiesworrtn. Have you an obligation figure against the 
$43,599,000? 

Mr. Peurson. Yes, sir. As of the 28th of February the obligations 
against this program were $26,120,000; our commitments were 
$9,751,000, a total of $35,871,000. 


MAINTENANCE AND RENOVATION OF AMMUNITION 


Mr. Wiaciesworts. | note that among other things in the con- 
fidential supplement at page 2—C-—70 there is a rather comprehensive 
table entitled ‘Maintenance and renovation of ammunition,’ in 
respect to each station involved from fiscal 1951 to fiseal 1955 in terms 
of carryover funds, funds allocated, expenditures, and tons processed. 

Any questions on project 2B, Mr. Ostertag? 

Mr. Osrertac. No questions. 

Mr. Mr. Sheppard? 


FUNDING ON CURRENT BASIS 


Mr. Suepparp. Yes. This presents a rather intriguing operation, 
Mr. Chairman, and I do not know that I am in peri, understand- 
ing with what is being attempted here. My impression is that you 
are attempting in your expenditure concept the parallel philosophy 
of another division here. As I see your presentation, you are trying 
to pick up your unexpended balances and bring them up to as near an 
appropriation of allocation and expenditure within the fiscal year as 
youcan. Am I right or wrong? 

Admiral ScHorrreL. What we are trying to do is to put this thing 
on a current basis. It is perfectly feasible to do it. Then each 
year’s appropriation will represent the amount of work we can do 
and we will not have these large amounts of carryover which result 
in the appropriation having only a partial relationship to the amount 
of work actually done. 

Mr. SHEPPARD. In order to accomplish that end it is obvious from 
my past experience that you will have to take an arbitrary conclusion. 

Admiral ScHorrre.. Yes, sir. 

Mr. Suepparp. The reason is you are handling in the overhal of 
your ammunition certain types more sensitive to climatic conditions 
than others. You have certain types that are fairly stereotyped and 
others are not, and you will always have that to contend with per- 
centagewise. Is that right? 

Admiral Scnorrrev. Yes, sir. I might say the magnitude of this 
program in 1955 is one of the points where our own judment is nor- 
mally controlling, and one of the early questions raised was how much 
work shall we plan on doing in the year 1955. Well, we plan on doing 
all of the work that is generated in the year 1955, because there is 
always ammunition that gets into a condition during the current year 
that requires this work, and we decided on doing a modest amount of 
roars work on ammunition from previous years that had not been 
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AMMUNITION INVENTORY REQUIREMENT 


Mr. Sueprarp. Well, when you say a modest amount, I know you 
have to set a goal at some point in this procedure. What I am wonder- 
ing, as to the modest amount, will that be an answer to the problem if 
you have to call on your reserve ammunition for immediate use? 
In other words, what is the desired requirement of ammunition inven- 
tory? As I interpret it, it is, first, to have it, and most important is 
to have for immediate use? 

Admiral Scnorrret. Yes, sir. 

Mr. Sueprarp. Otherwise, if it is not usable, you might send 
ammunition to the field that is not functioning. 

Admiral Scnoerret. I will ask Captain King to reply to that. 

Mr. Suepparp. Perhaps I am not making myself clear. By the 
modest approach to the inspection of your established inventory— 
I am not referring to the intake at the moment—are we leaving our- 
selves in a position where we will not know definitely that the inven- 
tory that we have on hand is usable on 24 hours’ notice if that becomes 
necessary? Do I make myself clear, Captain? 

Captain Kinc. We are certainly endeavoring to do just that. 
Other than that, I cannot answer your question. 

Mr. SuepparD. You think your modest approach will put it in a 
status where it will be immediately available for immediate with- 
drawal if that withdrawal is necessary? 

Admiral Scnorrrre:. May we put this off the record? 

(Discussion off the record.) 


FUNDING ON ANNUAL BASIS 


Admiral CLexton. May I say something on the matter of funding? 

Mr. Certainly. 

Admiral CLexton. The Secretary of the Navy studied the reports 
of this committee in the last 2 or 3 years and found that especially 
in the area of annual programs such as this, that the availability of 
carryover money Was not thought to be essential, and the Navy this 
year reviewed all its programs and where a continuing important 
program such as this is involved, the carryover funds into 1955 were 
reduced to an absolute minimum. ‘This program has been reduced, 
as you see, from a 1953 carryover of $24 million, approximately, down 
to $300,000. An understanding of the Navy plan is necessary in 
order that the committee will go along with this program. It requires 
additional money the year you make this decision and that is why we 
are in 1955 asking for $9 million more. On an expenditure basis we 
are really only doing about the same amount of work as you see from 
the tons renovated, but we need the additional money in order to 
carry out your directive to us. You have seen this in the Bureau of 
Ships, some in the Bureau of Aeronautics, and in the Marine Corps. 
So we come up to you for money we need in this year as there are no 
funds available to us from prior years. 

Mr. Suepparp. While there has been reference to the category of 
carryover funds, and I do not want to appear critical of anybody’s 
ideas, but there is certainly an obvious factor that is uncontrollable. 
It Ms not like an inventory you can turn over with a given time factor 
indicated. 
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Admiral CLexton. That is correct. 

Mr. SHEepparp. So there is a problem presented in here that, very 
frankly, caused me to stop and take a second look at it. Does this 
procedure of funding only the current workload each year have any 
relationship to the program of putting industrial facilities under 
industrial funds? 

Admiral CLexton. Mr. Pehrson, do you want to answer that? 

Mr. Peurson. No, sir; not directly, sir. 

Mr. Suepparp. In other words, what you are trying to do is to 
conform with the expressed attitude of the committee and the 
Congress? 

Admiral Ciexton. That is correct. This applies almost wholly to 
annual appropriations and not to continuing appropriations such as 
shipbuilding. 

Mr. Suepparp. While you are making this attempt, is it being done 
against the better preparedness judgment of you gentlemen? 

Admiral Scnorrret. As far as I am concerned the answer is that 
it is not against our better judgment. 

Mr. Sueprarp. That is all. 


SUPPORTING PROGRAMS PROVIDING ESSENTIAL READINESS 


Mr. Wiaeteswortu. Admiral, yesterday in your opening state- 
ment you stated, and I quote: 

I wish to emphasize most strongly now that the 1955 plans for procurement of 
ammunition will provide essential readiness only if plans in these two other sup- 
porting programs are carried out. 

This is one of the two programs to which you referred at that time, 
is it not? 

Admiral Scuoerren. Very definitely; yes, sir. 

Mr. Sueprparp. May I interject at this point, Mr. Chairman? 

Mr. Certainly. 

Mr. Suepparp. In other words, what you are saying as referred 
to by the chairman is that this is an integrated plan and that if the 
plan is to be successful all of its components have to be available for 
your application? 

Admiral Yes, sir. 

Mr. Wice.Leswortn. And the two supporting programs referred to 
are the maintenance of ammunition and the maintenance of industrial 
reserve capacity, which we deal with later? 

Admiral Scuorrre.. Yes, sir. 

Mr. WiaGLeswortH. Any questions on project 2B? 

Mr. Ostertaa. No questions. 

Mr. SuHepparp. No questions. 


SURVEILLANCE AND QUALITY CONTROL 


Mr. Wiae.ieswortnu. Project 2C, “Surveillance and quality con- 
trol,’”’ requests $3,029,000, a decrease of $771,000 compared with the 
current fiscal year. Will you explain that? 

Admiral Scoorrre.. Surveillance and quality control consists 
essentially of having certain laboratories on our stations on which 
material—ammunition primarily but many other kinds of material 
also—are checked periodically to insure by statistical methods that 
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the quality is standing up. If the tests run by these laboratories 
indicate that there is deterioration underway in the material we have 
in stock, immediate action is taken to find the causes and, if possible, 
to correct them. This program has paid very large dividends in 
finding faults before they became apparent in the service, particularly 
in ammunition. They will determine that certain components of 
ammunition are deteriorating sooner than the service at large will 
find it out, and we are able to take corrective action before the matter 
becomes of service importance. The figures as to our 1955 estimates 
are set forth in considerable detail on page 54 of the justifications. 

Mr. WicGLeswortu. Yes, | see that table gives the operating costs, 
equipment and material costs, and the total costs for 1953, 1954, and 
1955 in respect to each of the locations at which this work is conducted. 


ADVANCE BASE COMPONENTS 


Project 2D, ‘“‘Advance base components,” is a small request for 
$115,000, compared with $400,000 for the current fiscal year. 


STANDARDS AND SPECIFICATIONS 


Project 2E, “Standards and specifications.”” This item seems to 
be included in a number of places in the Navy justifications, is it not, 
Admiral Clexton, or is this distinct from standardization? 

Admiral Ciexton. No, sir; this is standardization of ordnance 
equipment whereas the other day you saw the standardization of 
ship equipment. 

Mr. WiaeLtesworts. What can you report, Admiral, as to the 
progress in this field as far as the Bureau of Ordnance is concerned? 

Admiral Scuorrret. I will ask Mr. Burk to speak to that. 

Mr. Burk. We have in a number of areas taken items and by 
reducing types and kinds of equipment come up with a reduced num- 
ber that will effect economies in the stowage of equipment and in 
procurement. 

Mr. Wiceteswortu. Are there any figures you could give us 
representing estimated savings, if any? 

Mr. Burk. In dollars I do not have good figures on an estimate of 
savings. I can give an example of one we are working on right now 
where we have some very rough estimates of savings. In the case of 
gages we feel we can save upward of $200,000, by reducing the types. 
Those gages average about $20 apiece and they are stowed in a num- 
ber of places all over the country. 

Mr. WiaeLteswortn. Any questions on projects 2—C, 2—D, or 2-E, 
Mr. Ostertag? 


DIFFERENCE BETWEEN MAINTENANCE AND OVERHAUL AND SURVEIL- 
LANCE AND QUALITY CONTROL 


Mr. Ostrerrac. Admiral, what is the difference between ‘Mainte- 
nance aad overhaul” and “Surveillance and quality control’’? 

Admiral Scnorrre.. Surveillance is the scientific testing of the 
material to determine whether there is anything wrong with its 
operation. If you find something wrong with its operation, then you 
have to overhaul it. I would ask Captain Karns to go further into 
the question of just what surveillance and quality control consists of. 
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Captain Karns. The surveillance program is designed to give us 
assurance that the ammunition we do have in the stockpile is going 
to function, and it is all based on an annual sampling plan. We pull 
out the samples and test them in the laboratories and through statis- 
tical analysis and past experience we can predict the risk. ‘This 
program makes the information available so that people will know 
the facts and figures and know what chance they take. Surveillance 
is a policing function. It is operated by a different activity in the 
Bureau and is a way we have of checking up on the people that are 
maintaining it, the people that are using it, and the people that are 
stowing it. 

Admiral Scnorrren. As an example, Mr. Ostertag, take a small 
component of a piece of ammunition, a primer. The surveillance 
people will take samples from our stocks of primers and fire them under 
controlled conditions. If a proper proportion of them function as 
they should function, that will be a good primer and will not require 
any particular maintenance. If they do not function properly it 
may be necessary to go into a considerable number of items of ord- 
nance where these primers have been installed and get them out and 
put in good primers. That is the maintenance involved. 

Mr. Ostertaa. This field of surveillance and quality control has 
two parts to it, as I] understand it. One would be the protection and 
the policing; is that correct? 

Captain Karns. That is correct. 

Mr. OstrrertaGc. And the other would be the testing the quality 
of the ammunition so that at all times you are reasonably protected 
by having quality of ammunition? 

Captain Karns. That is correct, but they are integrated together. 
They are one and the same operation. The surveillance means pretty 
much what it says, watch the ammunition no matter where it is stored 
or used. You pull out the samples and determine the quality of the 
product to find out how close to meeting our specifications the product 
performs at the moment. We try to do as much nondestructive tests 
as we can, but a certain part of this means proving that the ammuni- 
tion will explode under the conditions we want it to. 

Mr. OstertaG. In respect to surveillance, in your justification you 
point out, and I quote: ‘Contracted surveillance for guided missiles 
consists of the evaluation of missiles accepted from a contractor and 
owned by the Government.” That does not mean much to me. 
What is the relationship of the contractor to the Government and 
where does surveillance come in? 

Admiral Scuoerre.t. Well, sir, we have a clause in our contract 
with Convair for the missiles they are building for us that they will 
guarantee this missile as being satisfactory on its arrival at the 
launcher. There is a time limit, of course, on this guaranty. Beyond 
that point these missiles are going to have to become the responsi- 
bility of the Government, of the Bureau of Ordnance, to look out 
for them. They contain electronic parts and a good deal of electric 
wiring; they contain rubber gaskets and things like that. If those 
things start to go downhill we may have a missile in storage that 
was perfectly good in the first year but 2 or 3 years later is deteriorat- 
ing. We have to have ways and means of assuring ourselves that we 
catch that deterioration before the missile goes out in service, or so 
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that we can inform the service and let them do something before they 
use it. 

Captain Karns’ division is getting ready to move into that field. 
Actually, we have not gotten into this field very far, but we can foresee 
it will be a big field in the future. 

Mr. Ost=rtac. But, Admiral, you are directing your answer to 
the area of quality control rather than surveillance; are you not? 

Admiral Scnoerre.. The surveillance is going to be the watching 
over of these things and when the surveillance indicates that the 
quality is going down, then the quality control aspect will come into 
effect. 

Mr. OsrertaG. Surveillance, JT felt, meant the proper protection 
and making certain that there was no danger in the use. 

Captain Karns. In the Bureau of Ordnance quality control covers: 
(1) Surveillance, and (2) determining the statistical adequacy of tests, 
and (3) coordinating the program. Surveillance combines not only 
inspection but it includes the testing and appraisal of the results. It 
is an integrated program in the Bureau. 

Mr. OsrertaG. I can understand where there is a relationship be- 
tween surveillance and quality control but the explanation as I inter- 
preted it deals particularly with quality control rather than the secu- 
rity and the protection aspects of it. What steps do you take to 
make certain that there are no dangers involved? 

Admiral Scnorrre:. Well, Mr. Ostertag, your question to me indi- 
cates you are thinking of surveillance in terms of a policeman, to make 
sure nobody breaks in; is that true? 

Mr. Osrerraa. In part. 

Admiral Scnorrren. Well, this has nothing to do with what we call 
security. It has nothing to do with security afforded by watchmen 
and guards. This is entirely technical. It is a technical watching and 
testing of things to see that they have not deteriorated. 

Mr. OstertaG. Then it is surveillance in respect to testing and not 
surveillance in regard to the maintenance of this ammunition; is that 
correct? 

Admiral Scuorrret. It is the testing and the evaluation of the tests 
to determine whether people have got to go in and maintain it, but it 
certainly has nothing to do with guards, sir. 

Mr. OstertaG. Frankly, I was not thinking in terms of just police- 
men, but I was thinking in terms of security; yes. 

Admiral Scuorrren. Technical security but not the physical secur- 
ity or security of the mind. 

Mr. OstertaG. In other words, security in that it is a technical 
operation to make certain that the ammunition is proper, explosive 
to the degree that it should properly be, so that when you have need 
for it, it is there; is that right? 

Admiral Scnonrrer. Yes. As a simile I may use the case of the 
semiannual examinations we have to have of our automobiles. We 
take them in for a semiannual test to be checked up by the State 
people. That is a technical test of one’s automobile. This is a 
technical test of the functioning of ordnance equipment. 

Mr. Osrerraa. In other words, a piece of ammunition might be 
tested this year but let us say 6 months or a year or 2 years from now 
that same ammunition will require another test? 
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Admiral Scuorrre., Yes, sir, because deterioration does take 
place, not only in the rubber components that I mentioned in regard 
to missiles, but in the insulation of electrical gear, and some of the 
explosive components gradually form vapors which have a corrosive 
effect on wail in which those components are inclosed, and we have 
to make tests to see that the corrosion has not been deleterious to the 
functioning of the material. 

Mr. Osterrac. That is all, Mr. Chairman. 

Mr. Mr. Sheppard? 


SURVEILLANCE AND QUALITY CONTROL 


Mr. Suepparp. With reference to project 2C, while you use the 
term surveillance, is there any companionship between quality 
control and quantity control in that operation? 

Admiral Scuorrret. Quantity control? Iam not familiar with the 
term quantity control. 

Mr. Suepparp. Meaning the amount of inventory you would have. 
Is there any companionship between the functions of not only seeing 
whether the items function but how many there are? 

Admiral Scuorrret. Not in Captain Karns’ Branch. Captain 
Baldauf is very much concerned with inventory. 

Mr. Suepparp. Will you touch on that aspect of the operation at 
any other place, or is this a good place to touch on it? 

Admiral Scuorrre.. It is as good a place as any. The question of 
inventory runs all through budget activity 2 and any questions on 
inventory you care to ask you may as well ask now. 


OBSOLESCENCE OF INVENTORIES 


Mr. Suepparp. I would like to address myself to the general status 
of your present inventory as to declarational obsolescence, percentage- 
wise, in your total inventory. 

Admiral Scuorrre.t. May I answer that off the record? 

Mr. Suepparp. Surely. 

(Discussion off the record.) 

Captain Bautpaur. I cannot give the exact answer. It is in the 
nature of $48 million, and it is currently and constantly under review 
and study. 

Mr. SuHepparp. If you have acquired approximately $48 million it 
would be rather difficult to reduce that to tonnage, would it not? 
What I am getting at is how much of your present available stowage 
space is being occupied by materiel you no longer have any use for? 

Captain BaLpaur. It is very little, sir. 

Mr. SHepparp. How much would you say is very little? 

Captain Baupavr. It is a problem constantly before us and it is a 
situation which I should say from year to year we have none carrying 
over. It is something we are getting out of the system as fast as it 
shows up. How long it takes us to get it out is what gives us the 
large sum of $48 million worth. 

Mr. Suepparp. You have survey boards in constant operational 
status; do you not? 

Admiral ScHoEFFEL. Yes, sir. 
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DISPOSITION OF OBSOLETE AND SURPLUS INVENTORIES 


Mr. Suepparpb. For example, at warehouse No. 8, your survey 
board has reported that so many items, I do not know if it is tonnage 
or items, but whatever it may be, are no longer usable. They are 
occupying space, they are no longer usable, and you want to dispose 
of them. However, after a declaration is made by the survey board 
and is accepted, how long does it take to dispose of it and get it out 
of the warehouses? 

Admiral Scuorrret. It has taken us a long time, sir. Captain 
Baldauf’s figure applies only to ammunition. We have a much bigger 
figure for other items of ordnance. We have declared as obsolete 
something in the order of $500 million worth of material in the past 
vear; have we not, Captain McLaren? 

Captain McLaren. That figure is approximately right. 

Admiral Scuorrret. Under the procedures under which we have 
previously been functioning it would take a long time to get rid of it. 

Mr. SHepparp. Was that where it had to clear other branches of 
the Government before you could dispose of it? 

Admiral Scuorrren. Yes. There has been a great deal of talk in 
the past 6 or 8 months to speed up this process and there has been a 

od deal done in the Department of Defense organization and in the 

epartment of Navy organization to speed it up. 

Mr. Sueprarp. Who in the Office of the Secretary of Defense has 
the final word in the expedition of dispositions? 

Admiral Ciextron. I think the Chief of the Bureau of Ordnance, 
as far as the disposal of ordnance is concerned. 

Mr. Suepparp. I doubt he would have the authority to go to the 
other agencies of Government through which this has to pass in 
order to make them expedite their consideration and come up with 
the answers. 

Admiral ScnorrreL. Mr. Thomas is the one. 

Admiral Ciexron. Is that true of ammunition? 

Admival Scuorrre.. It is true of surplus material in general. 
I do not know this at first hand. I merely hear this from our Assistant 
Secretary, Mr. Fogler. He talks about the pressure put on Mr. 
Thomas, who had been the Assistant Secretary of Defense for Supply 
and Logistics, on the subject of getting rid of surplus material 
expeditiously. Would it be of value to you, since we do not have 
figures for you immediately available, if we get up a statement and 
send it up to you on the subject? 

Mr. SuHepparp. It would be valuable to a degree. The informa- 
tion I have is that many warehouses in which there is congestion, a 
large degree of congestion is due to the fact we had declared material 
obsolescent and if we could have gotten rid of the material we would 
have had more storage space. 

Admiral Scuorrre.. I agree with you. I have found that situa- 
tion time and time again and have come back and said, “Let us get 
rid of the stuff.” 

Mr. Suepparp. I am trying to find the source of responsibility for 
expediting this type of function because it is very costly when you 
consider warehousing across the country. Somebody somewhere 
along the line is apparently not getting expeditious elimination of 
that accumulation. 
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Admiral Scuorrre.. That was certainly true, sir, and it was rec- 
ognized evidently in the Department of Defense and, as I say, I 
have every reason to believe that this has been a subject to which 
Mr. Thomas has given a great deal of attention on the policy level 
to try to set such procedures whereby this material can be disposed 
of expeditiously. 

Admiral Cuextron. In the Navy I believe that is handled by the 
Bureau of Supplies and Accounts as the agency that has all of this 
material in storage. 

Mr. SuHppparp. And yet you come up with your reports consis- 
tently which are accumulated from the field and brought into the 
Bureau of Supplies and Accounts level, but there is that stop block 
in there that just so far has not functioned. In saying this I am not 
trying to be unduly critical, but we have a condition here that is 
reversing itself, going back, which is costing us too much money in 
its present slow disposal operation, and somewhere along the line 
there is someone who has cognizance of that and who ought to be 
moving in and acting on it. Now, if it goes for junk, let us move it 
for junk, but, once a declaration 1s made, it is merely a matter of 
clearing it through certain echelons of authority, and it should not 
take too long to do that. 

Admiral CLexton. | think when the Bureau of Supplies and Ac- 
counts comes up on the appropriation ‘‘Servicewide supply and 
finances”’ we ought to go into this in more detail. 

I do want to point out that section 715 of the bill this year provides: 

$25,000,000 of the amounts received during the current fiscal vear by each of 
the Departments of the Army, Navy, and Air Force as proceeds from the sale of 
serap or salvage materials, shall be available during the current fiscal year for 
expenses of transportation, demilitarization, and other preparation for sale or 
salvage or military supplies, equipment, and materiel. 

The amount made available in 1954 was $10 million so, apparently, 
this is another means to get rid of materiel. We can make it into 
scrap. 

Mr. Suepparp. Off the record. 

(Discussion off the record.) 

Mr. SHepparp. That is all, Mr. Chairman. 


SURPLUS 20-MILLIMETER GUNS 


Mr. Wiaeieswortn. Admiral, my attention is called, in this con- 
nection, to the report in respect to surplus military property by the 
House Subcommittee on Government Operations, under date of 
February 9, 1954. 

Among other things it says: 


The Navy’s apparent inertia in taking positive action in the case of the excess 
20-millimeter guns stored at the Mechanicsburg Supply Depot and at all other 
Navy bases gave the subcommittee considerable cause for concern. 

It is difficult for the subcommittee to understand why, in a situation where 
an item 1s unequivocally excess to the needs of the Navy, it is so difficult to obtain 
a determination from the Chief of Naval Operations that these guns are surplus 
to the needs of the Government. 

The subcommittee recommends that the Secretary of the Navy report to the 
subcommittee on the Navy’s plans for the utilization or disposal of these guns, 
and for the development of continuous inventory analysis programs which will 
expose other similarly inactive materials. 
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Do you have anything to say about that specific situation, Admiral? 

Admiral Scuorrre.. Yes, sir. 

We recommended that a very large number, I believe on the order 
of 20,000, be declared surplus and disposed of. 

We made this recommendation to the Chief of Naval Operations 
who directed us not to do so. 

Now, Captain Small of the Office of the Chief of Naval Operations 
is here and he probably can speak more definitely to the reasons of 
the Chief of Naval Operations. 

Captain SMALu. That decision was made by the Chief of Naval 
Operations. Despite the fact that our active fleet requirements for 
the single mounts have gone down, they have not been eliminated. 
There are still ships afloat today which use this weapon, but they have 
gone down, and they made apparent surveys of about 20,000 mounts. 

However, it has been determined by the Chief of Naval Operations 
that these guns should not be scrapped and that they should be kept 
for the purpose to which they were put in World War II, such as 
arming fishing vessels and yachts, for civil defense purposes, and, 
possibly, for MDAP use. 

Mr. SuHeprarp. At this point I would like to make this interjection. 
I was not addressing myself to usable factors before that. We might 
transfer ships, and so forth, to other nations that are in a status of 
obsolescence, as far as our modernization is concerned. I was not 
referring to that in my questions of the admiral. My questions 
referred to places where we had strictly made a declaration. I do 
not want the record to become confused, nor to indicate that I was 
addressing myself to usable items. 

Mr. WigeLeswortH. Do I understand that in this specific case 
there was a declaration that the guns were excess and that that 
declaration was subsequently reversed. Is that the situation? 

Captain Smauu. That is correct. In the case of certain materials 
and guns the Bureau of Ordnance must clear through the Chief of 
Naval Operations before taking action to dispose of them. In many 
types of equipment it is not necessary, but it is with guns and aircraft 

arts. 
‘ Mr. WiaGLeswortu. I notice on page 27 of the report that I have 
referred to a statement which I assume refers to these guns under the 
heading ‘‘20-Millimeter Guns.” 

The subcommittee was further advised that the Navy has in storage 10,799 
20-millimeter guns in ready-for-issue condition. These guns have been declared 
by the Chief of Naval Operations to be obsolete weapons. 

Captain Smauu. That is not a true statement, that last part, sir. 
The Chief of Naval Operations has not declared them excess. 

Mr. WiaGieswortH. At no time, either the present Chief or his 
predecessor? 

Captain SMa. No, sir. 


MAINTENANCE AND OPERATION OF FACILITIES 


Mr. Wiae.ieswortnH. Turning to budget activity 3, “Maintenance 
and operation of facilities,’ we find a request for $48,684,000, which 
is $342,000 below the figure for the current fiscal year. 
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The justifications set forth that: 


The Bureau of Ordnance has management control of 17 naval ammunition 
depots, 4 naval magazines, 7 naval ordnance plants, 2 naval net depots, 8 degauss- 
ing stations, 8 naval research activities, and 7 miscellaneous ordnance activities. 


Also that: 


This program provides for routine maintenance at the ordnance stations and 
for that portion of operational costs which is fixed and would be required to support 
the stations in a reduced operational status. 

What operational costs are not covered by this program? 

Admiral Scuorrre.. Those operational costs which are not covered 
by this are those that have to do with productive work. 

This is a relatively level and fixed figure here from year to year, 
one that just keeps buildings, grounds, and various items of capital 
equipment in the status that we referred to as the ‘“‘reduced opera- 
tional status.” 

When a station is put in a reduced operational status there is prac- 
tically no productive work underway there, but it would cost the 
amounts of money indicated here to just keep that station in that 
condition. 

Now, as we put a productive workload into a station those costs, 
those operational costs, are paid by the project that is being worked 
upon. These projects that are being worked upon come primarily 
from activity 1, and to a lesser extent from activity 6, the “‘Research 
and development” budget activity. 

Mr. WiacG.ieswortu. I notice that there are included in operational 
costs in this budget activity such costs as those for fire-fighting per- 
sonnel, security, administration, supply and fiscal services, ordnance 
offices, public works offices, personnel facilities, transportation serv- 
ices, communications, and utilities not attributable to productive 
expenditure authorizations. 

In order to determine the full cost of any one of these stations 
which are in operation we would have to add to these figures the 
operational costs which are included in what request? 

Admiral Scnorrre.. Mr. Pehrson. 

Mr. Prenrson. We would have to add to that, sir, the costs that 
are charged to all of the customers of our ordnance plants. That 
would include orders placed by the whole of the Air Force, Army, 
and the other bureaus of the Navy, as well as programs of the Bureau 
of Ordnance which are funded under other appropriation titles. We 
do have that total operational cost available. 

Mr. Wiae.teswortu. In other words, if you pick out any one of 
these ammunition depots, do you have segregated the complete cost 
of that station, including the cost of operation, or is that somewhere 
else? Do you have here items of maintenance and operation of 
facilities which include certain operational costs, and then antoher 
item for the balance of the operational costs? 

Admiral Scnorrre.. It does not appear set forth in this justifica- 
tion, sir, but we have masses of data that we can submit to you that 
will show the total cost of running the station, and that would show 
not only what is shown here in this budget activity 3, but all of the 
rest, sir, and I believe that has been made available to you in this case. 


43811—54——_43 


| 
4 
| 
| 
j 
j 
| 
| 
z= 
| 
| 
] 
| 
| 
] 
| 
| 


672 


DIVISION OF OPERATIONAL EXPENSES 


Mr. Wiac_eswortH. What is the purpose of the division of opera- 
tional expenses? 

Mr. Penrson. I have a brief paragraph on that which I would like 
to read, sir: 

In meeting the responsibility for supporting the Ordnance Establishment 
through periods cf high and low productivity, the Bureau of Ordnance has adopted 
the sound technique, widely accepted in private industry, known as “‘fixed-vari- 
able budgeting.’’ Budget activity No. 3 includes the relatively fixed financial 
support which is necessary regardless of the level of industrial effort. The various 
procurement activities include the distributable portion of overhead which is 
directly proportional to the industrial effort. 

The reason for that is a sound industrial procedure which recognizes 
certain fixed costs and other variable costs, that is, costs which are 
variable with productive activity. 


FIXED VARIATION 


Mr. Ostrertag. What is a fixed variation? 

Mr, Peurson. Fixed costs are those costs which Admiral Schoeffel 
described as representing the minimum needs to maintain a station. 

It is the cost of being in the defense business. It is a cost which 
industry could not pay if it did not have sufficient work to maintain 
profitable operations. We have to pay this cost regardless of the level 
of productive operations. 

Admiral Scnorerret. Let us assume that you have two houses, 
that you live in one of them and the other one is vacant. You still 
have to pay taxes and upkeep on the other one. That is a fixed cost. 
It costs you more to live in a house that you are living in than the 
one you do not live in, and the difference between the fixed cost of 
the house you do not live in, and the cost of the one you are living in, 
is the variable cost. 

Off the record. 

(Discussion off the record.) 

Mr. WieGcieswortn. I would think that even these fixed opera- 
tional costs would be somewhat variable in terms of the workload 
done at the different stations. 

Admiral ScHorrre.. Yes; they are somewhat variable, but we do 
our best to make them as fixed as possible. 

Mr. WieeteswortnH. This same thing applies in the Bureau of 
Ships; does it not? 

Admiral CLexton. The same; yes, sir. 

Mr. SHepparp. Pardon me. I do not think it applies to the same 
percentage degree, but it does apply to a lesser percent. 

Admiral CLexton. Yes, sir, that is correct, sir. 


NAVAL AMMUNITION DEPOTS 


Mr. Wiaeiesworts. Project 3A refers to 17 ‘‘Naval ammunition 
depots.”’ Is there any breakdown of this set forth in the justifications? 

Admiral Scuorrrev. Yes, sir, on page 65, sir, there is a list showing 
each of the depots, and the estimates for 1953, 1954, and 1955 for each 
station involved. 
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Mr. WiaGLeswortH. You give us there what I assume is a lump 
sum figure, referring both to maintenance and operations for the fiscal 
years 1953, 1954, and 1955 for each of the stations in question. 

Admiral Scnorrren. Yes, sir. We have data here that can break 
that down into much more detail if you desire it. 

Mr. Wiacieswortn. Off the record. 

(Discussion off the record.) 

Mr. WiaceLeswortn. I notice that the justifications state on page 
63 that: 

The sum requested under this program (the program as a whole) for fiscal vear 


1955, which is $342,000 less than the amount required in fiscal year 1954, reflects 
a reduction of $220,000 for the naval powder factory, Indian Head, Md.— 


and— 


a reduction of $222,000 resulting from slight lowering of the overall level of mainte- 
nance and operation at other ordnance stations, and increases of $100,000 for 
support of new and additional facilities as follows: 

$40,000 for support of newly acquired explosive ordnance storage facilities at 
the naval ammunition depot, Charleston, $8. C. * * 

$50,000 for support of new ly assigned facilities at Subic Bay, Phillipine Islands. 

$10,000 for the support of the Kunia, T. H. underground storage facility. 

Elaborate a little, if you will, on these three items of increase. 

Admiral ScuorrreL. The one at Charleston, S. C., sir, is a pre- 
viously unused storage facility that the Army had, immediately 
adjacent to our ammunition depot at Charleston, S. C. 

he mobilization mission of our depot at Charleston would require 
a very considerable degree of activity there, and since the Army was 
not using this place, and had no particular use for it, and we would 
have mobilization use for it, we took that over from them. 

The facilities at Subic Bay, Philippine Islands, have to do with the 
recent setting up of a naval station facility in that vicinity. 

I would like to speak about the Kunia facility off the record. 

Mr. Wiaeteswortn. Off the record. 

(Discussion off the record.) 

Mr. WiceLeswortu. I notice that the table covering the 17 
ammunition depots reflects decreases in the great majority of the 
items. There are only two small increases. 

Admiral Scnorrre.. Both of which I just referred to. 

Mr. WiGGLeswortu. Yes. 

Has a careful appraisal been made at all of these facilities in terms 
of personnel, both military and civilian? 

Admiral Scnorrret. Yes; such appraisals are constantly under- 
way. 

NAVAL MAGAZINES 


Mr. Project 3B refers to four ‘Naval magazines,” 
and requests $1,742,000, substantially the same amount as in the 
current fiscal year. 

The breakdown for those four stations in 1953, 1954, and 1955 is 
found at the bottom of page 66 of the justifications. 

You are carrying identical figures for 3 of these 4 stations, and taking 
a slight cut of $12,000 on the basis of $1,152,000 for the fourth. 
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NAVAL ORDNANCE PLANTS 


Project 3C refers to 7 naval ordnance plants, with a request for 
$2,700,000, or substantially the same amount as in the current 
fiscal year. 

There is a breakdown of those 7 plants on page 68 of the justifi- 
cations, referring specifically to the fiscal years 1953, 1954, and 1955. 
There are identical figures in 4 instances, and there are slight reduc- 
tions in 4 instances. 

NAVAL NET DEPOTS 


Project 3D refers to 2 naval net depots with a request for $710,000, 
a decrease of $5,000 as compared with the current fiscal year. The 
request for the depots is itemized on page 69 of the justifications. 


NAVAL DEGAUSSING STATIONS 


Project 3E refers to 8 degaussing stations, requesting $359,000 for 
1955, the identical amount requested for the current fiscal year. 
The breakdown of the request for the degaussing stations involved is 
shown on page 70 of the justifications. 


NAVAL RESEARCH ACTIVITIES 


Project 3F refers to 8 naval research activities, requesting $8,- 
052,000 for 1955, as compared with $8,081,000 in 1954. The break- 
down for these stations is shown on page 71 of the justifications. 


MISCELLANEOUS ORDNANCE ACTIVITIES 


Project 3G refers to 7 miscellaneous ordnance activities, for which 
the request is $14,368,000 for 1955, or a decrease of $300,000 from 
the current fiscal year. 

The breakdow1 for project 3G appears on page 77 of the 
justifications. 


ORDNANCE DEPARTMENTS AT NAVAL STATIONS 


Project 3H refers to ordnance departments at naval stations, and 
requests $461,000 for 1955, an increase of $50,000 which is apparently 
in respect to the new item in Subic Bay, Philippine Islands, which bas 
already been referred to specifically. 

Admiral ScHorrre.. Yes, sir. 


ORDNANCE FACILITIES AT OVERSEAS BASES 
Mr. Wiaa.esworrna. Project 31, “Ordnance facilities at overseas 
bases,”’ requests $736,000 for 1955, a reduction of $17,000 as com- 


pared with the current fiscal year. 


DECREASE IN OVERALL TOTAL FOR BUDGET ACTIVITY 


While the overall total for this budget activity drops from 
$49,026,000 to $48,684,000 this is a very small drop percentagewise 
and the various tables which | have just referred to, in many in- 
stances, reflect identical amounts to those requested this year. 
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Is it not possible to pull down some of these maintenance and 
operations costs as we go along, particularly in view of the amount of 
operational costs that the justification indicates are included in the 
lump sum presented? 

Admiral Scuorrret. Well, sir, as I have said, obviously this is an 
aitempt to set forth fixed costs that would be required if these stations 
were placed in reduced operational status, and there have been certain 
things absorbed. 

Referring to page 61 of the justifications, the bottom of the page, 
it states: 

The record of management efficiency and maintenance economies realized under 
this program is not reflected properly in the overs dollar totels shown herein for 
fiscal years 1953, 1954, and 1955. Not apparent through comparison of dollar 
amounts are the additional undubdgeted functions and costs absorbed under this 
program in fiscal year 1953 and to be absorbed in fiscel vear 1954. Also, review 
of comparative amounts for these 3 years does not bring out the fact thet in 
fiscal year 1953 this program in response to the request for additional economies 
voluntarily relinquished $4 million for transfer to cover pay deficiencies under 
authority of Public Law 11, 83d Congress, Ist session; this wes made possible 
through current maintenance economies, minor reductions in cyclic maintenance, 
and self-imposed restrictions on the purchase of materisls, supplies, and minor 
items of equipment. 

Per-diem increases granted during fiscal year 1953 will cost this program 
$1,500,000 annually. Additional increases are being experienced in fiscal year 
1954, and several stations are presently scheduled for wage surveys which 
undoubtedly will result in further increases. 

Now, these wage increases constitute one example of unbudgeted 
costs which awe being absorbed under this program. 

A second example is given in the case of overhead charges levied against labor 
expenditures for minor plant improvements; charges of this nature were not borne 
by this program in fiscal year 1953, nor was the assessment of such charges con- 
templated at the time the program budget estimate for fiscal year 1954 was being 
prepared. However, on instructions from the Comptroller of the Navy overhead 
charges are being made against this program in fiscal year 1954 on labor expendi- 
tures for minor plant improvements. This added cost of approximately $800,000, 
not included in the fiscal year 1954 program estimate, also will be absorbed 
within the present fund availability. 

Another example of unbudgeted costs which will be absorbed under this program 
in fiscal year 1955 arises from Navy policy determination, as a result of Public 
Law 102, 83d Congress, that annual leave accumulation in excess of 30 days must 
be liquidated at the minimum rate of 6 days per year. The estimated cost to this 
program of the additional leave usage in fiscal vear 1955 is $300,000. 

So that we feel very strongly, Mr. Wigglesworth, that we are at 
rockbottom on this program, and while we continue, and will continue, 
to try to search out all of the minor economies that we can soundly 
make in this program, I cannot say at this time that this program 
could be reduced in the least. 

Mr. WiaGieswortu. Well, I realize, of course, that major econo- 
mies are probably out of the question, but I had thought from reports 
which have come from various Navy installations that in terms of 
manpower, for instance, both military and civilian, it might be possible 
to accomplish some savings and the fact that the identical figure is 
used so often in respect to the stations here led me to make this in- 
quiry. 

Admiral Scnorrret. I might say in regard to manpower, sir, that 
we are certainly going to have a general reduction of manpower at 
most of our stations in the year 1955, primarily as a result of the 
reduction of the amount of productive work done at those stations, 
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This budget activity, of course, is supposed to represent the fixed 
requirements of the station irrespective of its level of operation, and 
therefore these reductions of manpower would not be reflected in this 
budget activity. 

Mr. Wica.teswortu. I should suppose that in the list of operations 
which are included in paragraph 2 on page 61 of the justifications, 
there might be some room as we go along for curtailment, but I 
realize they would not add up to any major amount. 

Are there any questions, Mr. Ostertag, on budget activity 3? 


NAVAL RESEARCH ACTIVITIES 


Mr. Osrerraa. I have one question which refers to 3F, “Naval 
research activities.” 

In a general way, Admiral, I recognize that this particular activity 
is unique, but why is this research activity a part of the budget ac- 
tivity entitled, “Maintenance and Operation of Facilities,” rather 
than under “Research and development?” 

Admiral Scnorrre.. Because this is the fixed price of keeping the 
station in a reduced operational status, irrespective of whether that 
station had any actual research and development going on there or not. 

Now, we set forth our research and development figures in activity 6, 
and we try to set forth there, as a package, the cost for the research 
and development itself. We are trying to divide up this question of 
the maintenance of buildings and grounds and capital equipment, 
which is set forth in this subhead, from the cost of thé going research 
and development activity, so that you will have set forth for you 
clearly bere a figure as to how much research and development we are 
doing in this activity versus the cost of the pure physical maintenance 
of the plant. 

Now, if we were to put the two together I think it would give you 
an erroneous impression. You would think that if we add $8 million 
on to our activity 6 that we were asking for $8 million more of pure 
research and development than we are asking for. 

Mr. Osterrac. Is this item of Naval research activities purely re- 
search, or is it experimentation? 

Admiral Scnorrre.. It is not purely research. It runs the gamut 
from research and some development to a good deal of testing. 

Take the Naval Aviation Ordnance Test Station at Chincoteague, 
Va. that does test work, and no research and development work. 

The Naval Ordnance Laboratory at Corona is really doing research 
and development work. Also at that place much of the surveillance 
of guided missiles that we discussed earlier is being done. 

The Naval Proving Ground at Dahlgren does a very modest amount 
of research and development work, but is primarily a test station. 

The Naval Ordnance Test Station at Inyokern does a considerable 
amount of research, and it does a considerable amount of development 
and a good deal of testing, and so forth. 

The title “Naval research activities” certainly gives one too restric- 
tive an idea of their functions, but if you tried to make the title fully 
descriptive it would run clear across the page. 

Mr. Osrertaa. That is all. 

Mr. Wice.eswortn. Mr. Sheppard, do you have any questions on 
budget activity 3? 
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REDUCTION IN ESTIMATES AND SAVINGS 


Mr. SHepprarp. I was interested in your statement, which is reflected 
on the bottom of page 61 and extends over to page 62, that you pre- 
sented to the chairman in response to one of his interrogatories. I am 
addressing my specific question to the phraseology which is reflected 
at the top of page 62 where the justifications state: 

This program in response to the request for additional economies voluntarily 
relinquished $4 million for transfer to cover pay deficiencies under authority of 
Public Law 11, 83d Congress, Ist session; this was made possible through current 
maintenance economies, minor reductions in eyelic maintenance, and self-imposed 
restrictions on the purchase of materials, supplies, and minor items of equipment. 

Now, when you say, “voluntarily relinquished,” does that mean 
you were confronted with making up funds which were necessitated 
under Public Law 11, 83d Congress, and that, in going over your 
program, you voluntarily selected this particular function to be the 
recipient of a $4 million reduction? What does the word ‘“volun- 
tarily” imply? 

Admiral Scuorrre.. Can you answer that, Mr. Pehrson? 

Mr. Peurson. In the reduction of the estimate for the funding of 
this program in January of last year the Bureau identified these as 
true savings. 

Mr. SHepparp. Out of the total of $4 million, how much of that 
was taken out of maintenance? 

Mr. Penrson. I do not believe that I could answer that question. 
Mr. Sheppard. The $4 million came off the programs tunded in this 
particular activity so, in general, every bit came off maintenance. 

Mr. Suepparp. What I am trying to establish here is the adverse 
reaction of that to your maintenance requirements. Now, how much 
of the $4 million came out of that category, of course, remains to be 
developed, but if | were construing the phraseology, based on the 
personal knowledge I have of the operations, percentagewise, they 
would be minor, comparatively speaking. 

Admiral Scuorrre.. It ran across the board about 8 percent. 
Captain Putnam can speak more specifically to the question of just 
what the effect was. 

Captain Purnam. The effect of the $4 million cut was primarily 
effected in deferring projects of maintenance which could be deferred 
until a later date, and where the cumulative effect would not grow to 
the point where the cost would be increased considerably. 


EFFECT OF REDUCTION ON MAINTENANCE OF STATIONS 


Mr. Suepparp. Well, that is a very good statement, but I question 
that that is the ultimate result involved. 

In the first place, when you come up here you justify your mainte- 
nance, and correctly so, because | have seen many of these plants that 
fell below standard in the maintenance aspect. So, there is no ques- 
tion about the maintenance-fund request being absolutely necessary 
to keep those buildings up to reasonable standards, not necessarily 
to the degree of perfection. 

Now, by force of circumstances vou have had to reach down-into 
that maintenance fund, and you have subtracted the specific amount 
of $4 million. Your present contention is that it is not going to be 
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a more costly operation or effort because of not doing it under that 
amount of money that you have. That is your position at this time? 

Captain Purnam. Yes, sir. 

Mr. Suepparp. How do you justify that statement? Your build- 
ings physically do not produce that answer. 

Captain Purnam. I am speaking more of the area of lands, roads, 
ditching, and that type of thing, sir. 

Mr. SHepparp. | see. In other words, your land and ditching, 
of course, is a factor that is pertinent here, but not to the degree of 
the maintenance of your buildings. 

My information is that your maintenance account for your buildings 
has not been allocated to the degree of necessity by a large percentage. 
That was indicated to me on interrogation of your public works 
officers at the commands I visited. 

Now, gentlemen, it is an arbitrary concept, not one created in 
mv mind, or my thinking, that when a building needs repairs it needs 
repairs, and the longer it goes unrepaired the more you will have to 
put into it later in order to bring it up to standard to meet reasonable 
requirements. Otherwise you will have to let it go into complete 
obsolescence. 

There is very little ground or leeway to give in the maintenance of 
physical properties. 

I am directing my interrogation to the complete operation within 
the Department, because many of your stations that I have visited 
were clearly inadequate for lack of maintenance. 

Of course, I will admit that Congress, in its reductions, has been a 
contributing factor, but if you were called upon to repair a condition 
which you have before you, where Congress creates the condition 
where more money has to be expended, and it does not supply the 
necessary funds, it leaves you in the position of diggmg them up 
from some other source. I would question going back to your 
maintenance account for those funds in such a case. I would like 
to know what your thinking is along that line. 

Admiral Scuorrre.. We have, of course, received from the stations 
requests for great numbers of maintenance items. It is, and has been 
for years the policy of the Navy Department to try to hold mainte- 
nance down to an austere basis, and we have been endeavoring to do so. 

In my own visits to our stations I received many complaints about 
this, that, and the other thing, but I frankly have seen very few cases 
where it did not appear to me that the people on the spot were trying 
to set a standard of perfection. I have the feeling that in many cases 
the people on the spot are overdoing it. 

Mr. Suepparp. Well, perhaps, our visits have not covered the same 
properties. 

Admiral Scnorrre.. That may well be true, sir. 

Mr. SHepparp. And, perhaps, I may be looking at it from a 
different viewpoint than you men look at it. 

I, at no time, advocate unnecessary expenditures. In fact, I try 
to the best of my ability and judgment to avoid things in that category. 
but you have some spots that I am inclined to believe require much 
more maintenance. I say that from personal observation, from going 
into the buildings, and in five instances from going underneath them, 
putting on a pair of coveralls, and looking at the conditions in the 
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buildings from underneath, and seeing the condition which prevails 
where those properties are off the ground, as it were. I do not think 
that our maintenance job, frankly, is being done as it should be done. 

There is undoubtedly a percentage of bases where we do have 
overambitious maintenance concepts, I will grant you that, but 
we have many others which are not in that category. 

Admiral Scnorrret. Mr. Sheppard, in the very near future I am 
going to have Admiral Withington go out and make his first tour 
around the Naval Ordnance Establishment in order to become 
acquainted with it, and I will certainly see to it that he looks into 
this subject of maintenance from the viewpoint of your experience. 

Mr. SHEPPARD. I am sure that a part of his wardrobe must be a 
pair of coveralls, because you can get a view of where deterioration 
takes place to a much greater degree by putting on a pair of coveralls 
and viewing the buildings from underneath. 

Admiral Scnorrrev. | have not done what you have done, crawl 
under the buildings to inspect them from underneath, but I think it 
is a very good idea to ride the railroad around a base. 

Mr. SHEPPARD. That is all. 


IMPROVEMENTS AND ALTERATIONS TO FACILITIES 


Mr. WicGLeswortn. Budget activity No. 4, “Improvements and 
alterations to facilities,’ calls for $9,260,000 as compared with 
$17,061,000 in the current fiscal year and $21,087,199 in the fiscal 
year 1953. 

The item is covered in detail on pages 100 to 139 of the justifications, 
and it is broken down into 11 projects, every one of which, with one 
exception, shows a decrease, most of them a very substantial decreases. 


ROAD AND RAILROAD FACILITIES 


There is an increase under project 4C, ‘Road and railroad facilities,” 
amounting to $440,000. The amount provided for that purpose 
in the current year was only $177,000. 

What is the story on project 4C, Admiral? 

Admiral ScnorrFret. 4C is set forth on pages 108 and 109 of the 
justifications, sir. 

Typical projects are as follows, as set forth on page 108 of the justi- 
fications, resealing 20 miles of roads at Naval Ammunition and Net 
Depot, Seal Beach, Calif.; repair railroad barricades by replacing the 
deteriorated untreated timber retaining walls with creosoted timber 
at Naval Magazine, Port Chicago, Calif., and the replacement of 7 
miles of badly worn rail at Naval Ammunition Depot, Earle, N. J. 

That last item is for $90,600, and the rail is on hand. 

The money is for the labor of installing the rail. 

This subitem here, of course, is the total of a considerable number of 
minor items as set forth on page 109. 

While I do not have an exact comparison of these subitems for 1954 
and 1953, it just turned out, Mr. Wigglesworth, that the total of these 
jobs that ought to be done for good management came to more this 
year than it did last year. 
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STRUCTURES 


Mr. Wiac.ieswortu. In project 4D you are asking for $1,834,000 
for structures for 1955. That is $554,000 less than in the current 
year, and I take it a breakdown of those structures is included, is it 
not, on pages 111 to 113 of the justifications? 

Admiral Scuorrren. Yes, sir. We are prepared to go into more 
detail on that, if you wish, sir. 


NAVAL ORDNANCE TEST STATION, INYOKERN, CALIF. 


Mr. WiccieswortH. Most of the items are relatively small in 
amount. What is the $417,600 item at Inyokern, Calif.? 

Admiral Scuorrre.. Is that on page 112, sir? 

Mr. Yes. 

Admiral Scnorrre.. The total amount requested for Inyokern is 
$417,600 for 19 projects as follows: 

Rehabilitate warehouse No. 13, $45,500; 

Recondition warehouse No. 14, $45,700; 

Install sprinkler system, warehouses 13 and 14, $36,000; 

Bridge crane for machine shop, Morris Dam Propulsion Laboratory, 
$8,000; 

Alter nursery and pediatric wards, infirmary, $8,500; 

Frequency monitoring building, LARK area, $33,900; 

Replace existing main aisle flooring, building 7, foothill, $12,000; 

Improvements to auxiliary test range and Aeroballistic Laboratory, 
$40,000; 

Alter scullery, station infirmary, $6,100; 15- by 30-foot addition to 
building 8, Randsburg, Wash., $24,800; 40- by 60-foot aircraft project 
instrument building, $38,200; elimination of carbon dioxide gas from 
construction equipment maintenance building, $9,000; alter and im- 
prove stadium theater stage, $20,000; facilities for Methods Improve- 
ment Branch, Michelson Laboratory, $6,600; roof repairs, Michelson 
Laboratory (2d increment), $50,000; extend 5-ton bridge crane in 
warehouse 7, Foothill, $3,000; replace corroded water pipe in 12 mar- 
ried officers’ quarters, $6,800; rearrange stovepipes and heater vents 
in buildings, Randsburg, Wash., $15,000; and remodel and install 
sprinkler system, building 1040, $8,500. That makes up the 19 
projects for Inyokern, sir. 

Mr. Wicc.ieswortu. It looks as if we are going to have a brand 
new station there. 

Admiral Scuorrret. No, sir. 

Mr. SuepparD. No; that is just the rehabilitation of the station 
they started out with. 

Admiral Scuorrret. You might ask the question, sir, as to what 
is the difference between the jobs we put into this budget activity 4 
and those handled under the previous budget activity 3. The 
criterion we use is that any job of more than $2,000 on construction 
goes into activity 4, that is for construction or alteration, and any job 
over $5,000 on straight repairs goes into activity 4, and all of these 
things must be approved by the Bureau. They are screened. 
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ALLEGANY BALLISTICS LABORATORY, CUMBERLAND, MD. 


Mr. Wiacciesworts. What are we doing at the Allegany Ballistics 
Laboratory, Cumberland, Md., where $144,000 is requested? That is 
on page 113 of the justifications. 

Admiral Scnorrret. Rearranging the existing instrumentation 
house to increase the capacity, $48,000; construct coating and painting 
building for power cranes, $48,000; new engineer laboratory, $48,000. 

This facility is one that is importantly engaged in the development 
and manufacture of powder grains for new weapons. Off the record. 

(Discussion off the record.) 

Admiral Scuorrret. Back on the record. 

The place was built to pretty low standards of construction during 
the war. It has been overcrowded in the present buildings, and we 
are trying to put it into a position where it can operate on its important 
work effectively. 


NAVAL GUN FACTORY, WASHINGTON, D. C. 


Mr. WiccLeswortn. $109,000 is requested for the Naval Gua 
Factory, Washington, of which about $90,000 seems to be for altera- 
tions. 

Admiral Scuorrrer. $109,000 is requested for the Naval Gun 
Factory, of which $19,000 is for repairs, and $89,800 for alterations. 
The alterations are broken down into five jobs: Rearrange laboratories, 
building 108, $34,300 of alterations; alterations to building 70, $6,000; 
repairs, by replacing roof on building 116, $19,200; alterations to 
building 208, $43,300; access ladders and platforms to unit heaters, 
building 73, $6,200. 

Mr. WicGieswortu. Why is that work vital at this time? 

Admiral Scnorrret. Captain Henkel. 

Captain Henke. Most of these proposed jobs here are for reasons 
of economy. The excess ladders and platforms would result in 
economy. I would like to have the officer who has this in detail to 
speak up, please. 

Admiral ScHorerret. Very well. 

Captain Lairp. The alterations to building 70 are to provide actual 
space in the case of supplies for electronic repair which is now being 
done outside, and, consequently, is held up when the weather is bad. 

As to the replacement of the roofing on building 116, the original 
slate roof was installed in 1905, and there is a continual hazard nowa- 
days that slate will fall off the roof onto the street. 

Mr. Wiceieswortn. Did you not give me a substantial figure 
for rearranging laboratories? 

Admiral Scuorffel. The figure for rearranging laboratories in 
building 108 is $34,300. Would you like to have him speak to that? 

Mr. Yes. 

Captain Lairp. The present arrangement of the laboratories in 
question is that they are crowded, and the working conditions are 
very unsatisfactory. They are not only used for design purposes, 
but they also have to use them partially for storerooms. 

By rearrangement of their department down there they are making 
space available into which they can expand these overcrowded and 
unsatisfactory laboratory spaces. 
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AFTERNOON SESSION 
UTILITIES di 
bs 
_ Mr. WiaGiesworra. The committee will come to order, and con- . ye 
tinuing with budget activity No. 4, I note under project 4E a request it 
of $1 million for “Utilities” as compared to $2,371,000 in the current 
fiscal year. There is a detailed breakdown of that request on pages 
115 and 116 of the justifications, the principal items being $194,600 
for Hawthorne, Nevy., and $265,300 for Inyokern, Calif. Tell us 
something about those two licenses. 
Admiral Scnorrre.. Captain Laird will speak to that. 
NAVAL AMMUNITION DEPOT, HAWTHORNE, NEV. 
Captain Larrp. At Hawthorne, Nev., we have four projects: te 
Extend fire alarm and telephone system to mine assembly and ex- n 
plosive filling area, $19,800; increased water distribution system in fr 
industrial area, $93,000; correct fire-protection deficiencies in the : b 
high-explosive area, $48,800; additional boiler capacity in the indus- 
trial area, $33,000. W 
ti 
NAVAL ORDNANCE TEST STATION, INYOKERN, CALIF. 
At the Naval Ordnance Test Station, Inyokern, Calif.: 3 S 


Install telemetering cable on G ranges, $21,400; water supply and 
distribution system, C special test system aircraft range, $9,300; 
standby power for naval air facility water-pumping system, $50,000; 
deep-well turbine pump, Randsburg Wash., $16,500; auxiliary power 
connections at critical facilities, $8,300; extension of station power to 
the T range, $19,500; public works transportation, diesel oil facility 
and gas storage, $36,900; electric power lines to Baker 2 range, 
$48,000; relocate deaerating feed water heaters, $20,000; install high- 
pressure water system at the Morris Dam propulsion laboratory, 
$16,000; install underground propane distribution system, Federal 
housing area, $19,400. 


EQUIPMENT FOR THE NAVAL ORDNANCE ESTABLISHMENT 


Mr. WiaeLteswortn. Under project ¢H, “Equipment for the Naval 
Ordnance Establishment,’ there is a request for $4,208,000, reflecting 
a decrease of $2,679,000 compared with the current fiscal year. There 
is a breakdown of this item on pages 120 to 122 of the justifications, 
and the increases are apparently $205,000 in respect to “Construction 
and weight handling” and $372,500 in respect to ‘‘Materials handling 
including batteries.’ 

Tell us something about items 3 and 4, “Construction and weight 
handling” and ‘Materials handling including batteries,” aggregating r 
an increase of $577,500. , t 
Admiral Scuorrre.. Lieutenant Commander Rogers will reply to V 
that. 


CONSTRUCTION AND WEIGHT HANDLING 


Commander Rogers. The increase in item 3, “Construction and 
weight handling,” is due to a normal variation of retiring only those 
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pieces of equipment which are uneconomical to operate. Every year 
each piece of equipment is looked at and after it is evaluated it is 
determined then whether it will be retired. It is done on an individual 
basis and this is a normal variation on the total amount of equipment 
you have. You have about $30 million capital investment in this 
item. 

Mr. $30 million? 

Commander Rocrrs. Yes, sir; capital investment. 

Mr. WicGLesworrn. This is wholly for replacement? 

Commander Rocers. Yes, sir. 

Mr. WiceteswortH. How about the other item? 


MATERIALS HANDLING INCLUDING BATTERIES 


Commander Rocrers. Item 4, “Materials handling including bat- 
teries,” has partly increased due to providing material handling equip- 
ment for special weapons. The other half is the normal variation 
from year to year because we only replace that material that needs to 
be replaced. The capital investment in this item is $27 million. 

Mr. WicaLteswortn. Would you leave for the committee the detail 
which you have in respect to the various structures and utilities con- 
templated in projects 4D and 4E? 

Admiral ScHorrren. Yes, sir. 

Mr. Wiae_eswortu. Any questions on budget activity 4, Mr. 
Sheppard? 

Mr. Suepparp. What percentage of the amount of $2,026,500 
reflected on page 120 of the justifications for ‘Materials handling 
including batteries’? would be in batteries? 

Commander RoGcers. About 20 percent would be batteries. 

Mr. Suepparp. Are they standard batteries for this type of equip- 
ment? 

Commander Rogers. Industrial batteries, ves. 

Mr. Sueprarpd. Who purchases that material for you? 

Commander Roacers. Batteries are purchased by Supplies and 
Accounts as part of the material handling. 

Mr. Suerparp. In other words, you designate the type of equip- 
ment you want and it is delegated to them for procurement purposes; 
is that right? 

Commander Rocers. Yes, sir. 

Mr. SHepparp. Off the record. 

(Discussion off the record.) 

Mr. WicG.Leswortn. Off the record. 

(Discussion off the record.) 


AMMUNITION FOR THE NAVAL RESERVE 


Mr. Wicciesworru. For the record, I understand there is no 
request under budget activity No. 5, formerly for “Ammunition for 
the Naval Reserve” because that request has now been consolidated 
with activity No. 1? 

Admiral ScHorrre.. Yes, sir. 
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RESEARCH AND DEVELOPMENT 


Mr. Wicc.tesworth. So the next budget activity is No. 6, 
“Research and development,” which calls for $116,981,000 and com- 
pares with $123,523,000 for fiscal 1954 and $144,738,968 for fiscal year 
1953. This budget activity is apparently covered in the confidential 
supplement at pages 6—C-1 through 6—C-—34 and is broken down into 
six projects as appears from page 6—C-1 of the confidential supple- 
ment: Aviation ordnance, Surface weapons, Underwater ordnance, 
Guided missiles, Nuclear applications, and Supporting projects. The 
figures for each of these categories are given for the fiscal years 1953, 
1954, and 1955. Four of these projects show decreases and two of the 
projects reflect increases, one substantial, the other a minorone. Tell 
us something off the record about project No. 1. 

Admiral Scuorrret. I would like to turn this over to Admiral 
Withington. 

(Discussion off the record.) 

Mr. WiccLeswortH. Have you a confidential list of the various 
items embodied in these six projects which we could follow as you 
discuss them off the record? 

Admiral Yes, sir. 

Mr. Wiae.Leswortn. Off the record. 

(Discussion off the record.) 

Mr. WicGteswortu. I note that this confidential list of contem- 
plated work follows a second table appearing at page 6—C-2 of the 
confidential supplement which breaks the work down into types of 
operation rather than the breakdown already referred to. Perhaps 
off the record you can run down the various types of operation and 
tell us something about the major items involved. 

(Discussion off the record.) 

Mr. WicGcLeswortH. Admiral, there is a very comprehensive state- 
ment in the confidential supplement, but can you tell us off the record 
about the major items of new work, if any, that are in contemplation? 

Admiral Wirntneton. Yes, sir. Off the record. 

(Discussion off the record.) 

Mr. Mr. Ostertag. 


UNEXPENDED BALANCES 


Mr. Ostertac. What were your unexpended balances as of 
fiscal 1954? 

Admiral Wrraineron. You mean the carryover, sir? 

Mr. Ostertaa. Yes. 

Mr. Penrson. Our unliquidated obligations, June 30, 1953, were 
$104,290,000. 

Mr. OstertaG. $123.5 million was appropriated for 1954. What 
are your estimated expenditures for 1954? 

r. Penrson. Our estimated expenditures are $126,510,000, sir. 

Mr. Ostertaa. So that you have approximately $100 million as 
you approach fiscal year 1955. Will that be obligated? 

Mr. Penrson. Yes, sir. 

Mr. OstertaG. What do you estimate as your expenditures for 
fiscal 1955? 

Mr. Penrson. $118,956,000. 
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Mr. Ostertac. So that at the end of fiscal 1955 you will have a 
carryover of approximately $98 million or somewhere in that neigh- 
borhood? 


Mr. Penrson. Yes, sir. 
CONTINUING PROJECTS 


Mr. Ostertac. Admiral, are these projects more or less continuing 
projects, or will there be any degree of tapering off whereby a project 
or a study can be completed at some given point? Let us say you 
come to a final determination of an end item. Do you continue to 
study further that same machine or mechanism? 

Admiral Scoosrrsu. Some of these are items that come to a definite 
completion. For instance, during the fiscal year 1953 40 projects were 
completed. Some of them are truly continuing projects, such as the 
continuing study of explosives. 

Mr. Ostrertaa. I understand that. 

Admiral Scuonrrnt. As I say, others are brought to completion. 
When an item such as this one we see before us here is considered a 
completed item under ‘‘ Research and development” it is turned over 
to production. However, it may be necessary for some time after 
for the production people to come back to the research and develop- 
ment people and say: 

We would like to make such-and-such a change in the design or manufacture 
of thisitem. Is it feasible to do so without upsetting the performance of the item? 
so that there would be a considerable number of years, frequently, 
where minor work will have to be done under the research and 
= category to refine the details of an otherwise finished 
article. 


ANTICIPATED FUTURE APPROPRIATION REQUIREMENTS 


Mr. OstertaGc. Would you say, Admiral, that it will take the 
approximate same amount annually; namely, between $100 million 
and $120 million for research and development in the unforeseeable 
future? 

Admiral Scuorrret. That is a very difficult question to answer, 
sir, because it depends so much upon a broad, general decision as to 
the degree to which the Department of Defense wishes to go into the 
research and development field. 

The emphasis at this time is being put upon bringing to completion 
those projects which are nearly completed and which show the greatest 
service promise, plus long-range projects. 

Now, there are a lot of medium-range projects that can be proposed 
by various people that lie in between those two categories; things that 
would be perhaps desirable improvements to have but not very 
startling or large improvements. 

At the present time the general policy is to forego them and put 
our effort more upon the two categories I have referred to. But as 
long as we stay with a policy such as we have at the present time, I 
would say that a figure of this general order of magnitude is going to 
be necessary, sir. 
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PERCENTAGE OF NEW PROJECTS AND CONTINUING PROJECTS 


Mr. Osrertac. Right along that same line, do you have any esti- 
mate as to the percentage of your projects that are new and the per- 
centage of them that are continuing projects? 

Admiral Scnorrre.. We can certainly figure that out for you. 
Admiral Withington, are you prepared to answer that, or shall I call 
on Captain Bergin? 

Captain Beret. 5.3 percent of the funds for projects for the fiscal 
year 1955 budget are for new projects. 

Mr. Osrertaa. The balance of the money is for continuing projects? 

Captain Beran. For the continuation of projects previously 
started; yes, sir. This is a long-range business. 


DIVISION OF WORK 


Mr. OstertaGc. How much of this research work is contemplated 
for the period of the next fiscal year under your Bureau, and what 
percentage is involved in contracts on contract work? 

Admiral Wrratneron. I have the figures in front of me, sir, but 
not the percentages. 

Mr. OsrertaaG. In terms of dollars will be satisfactory to me. 

Admiral Wrrutneron. Fiscal year 1954 appropriations are $123.5 
million. The amount being done in the Department of Defense 
facilities is $52.1 million. Breaking down the $52.1 million: $48.9 
million is in facilities controlled by the Bureau of Ordnance; $1 million 
in other facilities of the Navy Department; and $2.1 million in other 
facilities of the Department of Defense. 

Facilities of other Government agencies, $3.6 million; industrial 
contractors, $62.7 million; universities and nonprofit institutions, 
$5.1 million. 

That approximate pattern will continue, sir, in the next fiscal year. 


PRESENT LEVELS 


Mr. Osrerraa. It is rather difficult to determine, Admiral, whether 
you have reached a point, whereby the research and development 
responsibilities and activities in the field of ordnance and facilities 
would remain fairly stationary. May we look for some reduction 
in cost? 

I want to qualify my question by pointing out to you that no one 
quarrels with the need for research and development. We recognize 
that it is vital to our security. 

Admiral Scnorrre.. The answer to that question, sir, lies almost 
entirely in what the Department of Defense and the Navy Department 
decide as to what will be the general policy on research and develop- 
ment, as to how hard they are going to push and in what fields they 
are going to push. It would be perfectly possible to come up here 
with much larger figures than we have here. 

These figures are the result of a good deal of screening within the 
Bureau and within the Navy Department as to what is considered 
to be advantageous and wise to carry on. 

In 1950, when the total appropriation for the Bureau of Ordnance 
was about $194 million, there was around $60 million for research 
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and development. Nearly one-third of the total appropriation went 
for that. Of course, the dollar bought somewhat more then than it 
does now. 

At the present time, of course, we are primarily drawing in our 
horns on procurement. I think that the wise policy would be for us 
to continue a very active research and development policy in the 
ensuing years, sir. 

Mr. Osrertac. In your responsibility for providing adequate 
facilities and ordnance for the Navy is it not a rather difficult task to 
determine how far you can go in procurement in the light of the many 
developments? 

Admiral Scuorrret. Yes, sir. It is not done unilaterally within 
the Bureau by any manner of means. We start out with a require- 
ment which is given by the Chief of Naval Operations for such-and- 
such things. We attempt to price out what will be the cost of provid- 
ing them. Then we have many conferences with the Chief of Naval 
Operations and the Office of the Secretary of the Navy, as to whether 
we are far enough advanced and whether it is worthwhile at the time 
and under the circumstances in question to go ahead with the original 
program as proposed in the first place. 


COST OF PRODUCTION 


Mr. Osrertac. The cost of production must be exceedingly high at 
all times by virtue of the restrictions or limitations brought about by 
new developments; is that not true? 

Admiral Scuoerre.. That is true, sir. You do not really get good 
production prices until you get into quantity production. 

Mr. Osrerrac. That is all I have, Mr. Chairman. 

Mr. Mr. Sheppard. 


RELEASE OF PROJECTS TO PRODUCTION STAGE 


Mr. Suepparp. How many projects were you financing at the be- 
ginning of the past fiscal year? I ask that question directed to those 
that are not in production but that are under research and develop- 
ment. 

Captain Briner. Three hundred and eighty-five. 

Mr. Suepparp. Out of the total of 385 that you are financing, how 
many have gone into the production phase as a result of that and 
private investments in the field? 

Captain Briner. During this year, Mr. Sheppard? 

Mr. SHepparp. That is right. 

Captam Briner. | know of no specific ones that have gone into 
production since the beginning of this fiscal year. J have a list here 
of some 40 that were released to production during the last fiscal 
year. 

Mr. SHepparpD. I am assuming you had a carryover of operation 
in that particular field. As of the first of the fiscal year you would 
have had under financing and would have had previously under 
financing or financed a certain number of those projects. That is 
what I am trying to determine, as of the fiscal year, to see what your 
end results were, which have been developed up to date. 
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Admiral Scnorrren. Captain Briner, do you not have a statement 
of the number released for production up to the first of January? 

Captain Briner. No, sir. 

Admiral Scoorrret. May we submit that for the record, sir? 

Mr. Suepparp. You may supply it for the record. 

(The information is as follows:) 

During the period from July 1, to December 31, 1953, 32 items were 
released from the research and development stage to production. 

Admiral Scnorrre.. I might say, sir, in 1953 we released 65 to 
production in the fiscal year. 

Mr. SHerparp. | thought it was 71. I may be wrong; it is hard to 
retain those figures in mind. 


INDUSTRIAL MOBILIZATION 


Mr. Wiceieswortu. Budget activity No. 7, industrial mobiliza- 
tion, calls for $7,805,000 compared with $2,370,000 in the current 
fiscal year. It is covered in pages 141 to 159 inclusive in the justifica- 
tion, and is broken down into four projects; operation and maintenance 
of reserve plants, operation and maintenance of procurement for 
production equipment reserve, industry preparedness measures, and 
planning within the Department of Defense. 

The great bulk of the increase is reflected in projects 7B and 7C 
to the extent of $2,889,000 for “Operation and maintenance of procure- 
ment for production equipment reserve,” and to the extent of 
$2,445,000 in respect to industry preparedness measures. 


OPERATION AND MAINTENANCE, AND PROCUREMENT FOR PRODUCTION 
EQUIPMENT RESERVE 


You have already told us, Admiral, as I understand it, that the 
increase in reference to project 7B of $2,889,000 is largely explained 
by plants which have been in active operation and which are now 
going into reserye and which must be maintained in that capacity; is 
that correct? 

Admrial ScuoerFre.. Yes, sir. 

Mr. Wiceieswortu. How many of these plants will there be 
which are covered by this increase? 

Admiral Scuorrret. Mr. Tann, will you answer that? 

Mr. Tann. Yes, sir. 

Admiral Scuorrre.. The question was, How many plants will be 
going into reserve as a result of termination of work? 

Mr. Tann. Twenty-seven, sir. I have a list here. 

Mr. Wieaieswortu. So that it takes on the average about 
$100,000 per year per plant to maintain them in a standby status? 

Admiral Yes, sir. 

Mr. Wiac.eswortsH. How many plants were covered by the $1.3 
million in the current fiscal year? 

Mr. Tann. I do not have that equivalent list, but it was around 12, 
I believe. 

Admiral Scnorrre.. May I interpose at this time, sir, to say that 
these funds are not for the maintenance of the plants themselves. 
They are for taking care of the tools in the plants. In many cases 
these tools will be removed from the plants. 
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Mr. WiaG.tesworts. The $100,000 average applies to the tools? 

Admiral Scuorrre.. There is a breakdown, sir, on page 147 that 
may be helpful to you. 

Mr. WiaG.iesworrtn. I see your packing and handling and preser- 
vation and storage charges are the bulk of it. 

Admiral Scuorrre.. Yes, sir. The first four items there amount 
to approximately $3.7 million. For the purposes of comparison in 
1954 we had $1.1 million. 


INDUSTRY PREPAREDNESS MEASURES 


Mr. WicGLesworrtu. The increase of $2,445,000 in respect to 
industry preparedness measures I think you said was largely for the 
test of new weapons; is that correct? 

Admiral Scnorrre.. No, sir. If you will look on page 148 you 
will see $2,025,000 of the total figure set forth. Then on page 150 
there is the remaining $945,000 set forth, sir. 

As an example, the first item, ‘(Continuation of industry prepared- 
ness measure of synchromat”’ is given. For a number of years we 
have had the responsibility for providing the little electric device 
known as synchros for the services. A considerable amount of this 
has been hand work. 

Last week I was at a plant in Indiana where I watched some of this 
under way. This synchromat is a proposal for an automatic method 
of manufacture of synchros which in the long run should result in 
very important economies and a considerable reduction in price in 
synchros. 

The second item on page 148 of $1 million has to do with the methods 
of manufacture for more rugged electronic tubes. Mr. Tann can talk 
much more effectively on that subject than I. 

Mr. Tann. Gentlemen, I have a small exhibit here which will show 
better than any words of mine as to what we are driving at with this. 

We have a problem in getting electronic vacuum tubes that are 
rugged enough for our guided missile utilization. We have started 
in conjunction with the Bureau of Ships, which, as you gentlemen 
know, is the Bureau of the Navy that is responsible for electronic 
tubes, on our peculiar problem, which is the ruggedization of electronic 
tubes to the point where they will withstand the buffeting that a 
guided missile gets in flight. 

Our particular problem in industrial mobilization planning is to 
provide not the tubes but the manufacturing methods by which the 
tubes can be made. 

I submit here, if you care to see it, Mr. Chairman, the present tube 
in the glass envelope. There is what we are developing on a research 
contract sponsored by other funds than industrial mobilization plan- 


Now, the problem becomes one to mechanize the manufacture of 
that tube to the point where it can be done economically. 

There is a breakdown, Mr. Chairman, of the elements that go into 
that tube in the case which you hold in your hand. 

I have another small exhibit, Mr. Chairman. On this cork is the 
grid of the conventional tube, which is mounted upright and is subject 
to great vibration. There is the new grid on this small tube, which 
is mounted horizontally. 
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Mr. Suepparp. Does this not represent a~ contraction, dimen- 
sionally speaking? 

Mr. Tann. Yes, sir. Off the record. 

(Discussion off the record.) 

Mr. Tann. I repeat, our interest is in industrial planning for the 
machinery and methods of manufacture. 

Mr. Suepparp. Of course, after you have developed a new part or 
item you would need production. This is what would commonly 
be known as a laboratory hand operation. 

Mr. TAnn. Yes, sir. 

Mr. Suepparp. The next thing is to go out into the industry and 
get it mechanized to the degree of production. 

Mr. Tann. Yes, sir; similar to the one you hold in your hand. 

Mr. Suepparp. That is very interesting. Are you a production 
engineer? 

fr. Tann. Yes, sir. 

Mr. Suepparp. For how many years have you been such? 

Mr. Tann. Thirty-one years. 

Mr. Suepparp. Always in the electronics field? 

Mr. Tann. No, sir. I had to take that up, since electronics came 
after me. 

Mr. Suepparp. How long have you been with this electronics tube 
aspect? 

Mr. Tann. About 3 years. 

Mr. Suepparp. It is quite a field, is it not? 

Mr. TANN. Yes, sir; it is very interesting. 

Mr. Suepparp. It would be very interesting as a part of economy 
if we could find out by the development of this particular item which 
you have just displayed to the committee what savings would be 
effected over a period of, hypothetically, 5 years, as compared to the 
original expenditure under the old operation. 

Mr. Tann. Mr. Sheppard, the tube people inform us that due to 
the relative simplicity of this as against this other that it should be 
at least one-third cheaper after the production bugs are gotten out. 

Mr. Suepparpd. One-third per unit? 

Mr. Tann. Yes, sir. Good progress is being made on this, gentle- 
men. They have the electronics of it licked. Now the problem is 
the practical production method for it, involving certain special 
machinery, which we would help to develop with the funds that we 
are requesting. 

Mr. Suepparp. How long did it take Edison to produce his light? 

Mr. Tann. I think it was 7 years, sir, from the time he started to 
carbonize his bamboo up to the time they lighted up Menlo Park. 


“CONTINUATION” OF ACTIVITIES 


Mr. WicGLeswortn., I notice, Admiral, that as to the 3 items on 
page 148 of the justifications, aggregating $2,025,000 of the increase, 
the word “continuation” is used in-each instance. In other words, 
those activities are not brand new, any one of them, are they? 

Admiral Scuorrre.. Not brand new; no, sir. 

Mr. WiaGieswortn. Why is there the increase from $525,000 to 
$2,970,000, if we have been carrying.on this work before? 
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Mr. Tann. I think the answer to that, sir, was touched upon very 
definitely in Admiral Schoeffel’s statement of yesterday, which I be- 
lieve pointed out that as we go down in our production rate we are 
still faced with the complexities of modern ordnance and we must 
endeavor to increase our ability to produce by means other than 
producing a lot of items. 

What I am trying to say, gentlemen, is that as we come out of the 
field of mass production we have been in since 1950 there are certain 
new items which are listed on page 150, for instance, amounting to 
$945,000, which are all new developments, where we have to find out 
how to make them economically and speedily and of the right quality. 
That is almost $1 million right there. 

Of course, the synchromat is another $1 million. The ruggedized 
tubes for guided missiles are another item. 

We have these many items which are on page 150 which are in 
fields that we must look into to maintain our state of readiness on 
production of these items coming out of development. 

Admiral Wrrnineron. Mr. Wigglesworth, I believe the specific 
answer to your question is that previously they used “Research and 
development” money on these items. Now we are at the point where 
we want to find out how to make them. 

Mr. WiceieswortnH. In other words, this is the first year where 
these particular items have been provided under “Industrial mo- 
bilization.” 

Admiral Wrrntneton. And now need production engineering, sir. 

Mr. WiacieswortH. Any questions on this budget activity, Mr. 
Ostertag? 

EXPLANATION OF INCREASE IN ESTIMATE 


Mr. Osrertac. Admiral, would you say that the basic reason for 
the increase in appropriations, as reflected in the budget, comparing 
$7.8 million for fiscal year 1955 with $2,370,000 for fiseal year 1954 
and $560,000 for fiscal year 1953, is primarily due to the fact that 
you have reached a stage in development where industrial mobiliza- 
tion is now a more costly factor? 

Admiral Scnorrre.. That is approximately half of the reason for 
this increase of $5,435,000 asked for in budget activity No. 7. That 
is illustrated on page 150. 

Those items are mostly items that have recently come out of “Re- 
search and development,” or are going to do so pretty soon. We will 
not be in a position to get very much quantity manufacture on many 
of those things. Quantity manufacture is probably the soundest 
way to find out good methods of economical large-scale production. 
But if you are not in a position to get quantity manufacture it is a 
very sound proposition to have studies made, pilot runs made, and so 
forth. Studies in some of the work are carried there on page 150. 

Page 148 illustrates two otheritems. There are the synchromat and 
ruggedized tubes, where we are actually trying to go into the question 
of methods of manufacture in a big way. 

Now, the second half of the total increase comes primarily from the 
necessity for laying away tools that have been used for the last 
approximately 3 years in quantity production; but we are no longer 
going to continue that quantity production. Contracts are going to 
come to an end. The tools belong to the Government. We must 
take care of them. 
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INDUSTRY PREPAREDNESS 


Mr. Ostertaac. Then a part of the industry preparedness is the 
storing or taking inventory of and stocking of tools that are currently 
in the | hands of industry which are now being claimed by the Govern- 
ment; is that right? 

Admiral ScHorrFet. Perhaps I answered your previous question 
a little too broadly. Taking care of the tools is not part of the 
industry-preparedness measures, which is item 7C. Taking care of 
the tools is item 7B, sir. 

Mr. Osrertac. That comes under “Planning within the De- 
partment?” 

Admiral SCHOEFFEL. No, that is item 7D, “Planning within the 
Department.” Item 7B, “Operation and maintenance in procure- 
ment of production equipment reserve,” is the part that is taking 
care of the tools, sir. 

Mr. Ostrertaa. Getting back to the industry-preparedness meas- 
ures the item of $2.9 million is an increase of nearly $2% million. 
As I understand it, that has to do with plans for industrial mobiliza- 
tion, for machine tools and production equipment. Does that mean 
that the Navy in this instance is going beyond the question of planning 
and preparation of such tools? Do you actually buy the tools and 
install the tools? 

Admiral Scuorrre.. I will ask Captain Tann to reply to that. 

Mr. Tann. The industry-preparedness measures start out on page 
148, and they are really not concerned with the machine-too! side of 
our industrial planning picture. They are concerned primarily with 
items such as I demonstrated to you, the new tube and methods of 
manufacture—in other words, trying to find out, in view of the fact 
that we will not have large-scale production, means of planning and 
getting small-run production development work as distinguished 
from end item development work. How are we going to make the 
tube? We have to find that out. That is the reason for 7C. 

7—B is operation, maintenance and procurement. That has to do 
with machine tools that you touched on a moment ago. They are 
quite separate. 

MACHINE TOOLS 


Mr. Ostertac. When it comes to machine tools, let us assume that 
you have a new item, a new development, and there are no tools in 
existence to manufacture the item. You may want to go into limited 
production of it because of experimental or other reasons, what steps 
do you take? Do you provide the plans and specifications for the 
tools, and do you arrange for the manufacture of such tools at Navy 
expense, or is that ultimately a responsibility of industry itself— 
assuming that there will be a contract involved? 

Mr. Tann. Taking the question that you have raised, there would 
not be a machine tool, or a special tool, for the particular thing that 
you have chosen, that would undoubtedly be included in the cost of 
the equipment; for instance, for making the tube. The ordinary 
machine tools, the lathes, the planers, the jig borers, and so forth, 
are under 7—B, where we maintain a reserve of machine tools that we 
can give a contractor in a production development contract. We wish 
to save the Government money and avoid the purchase of new machine 
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tools and we would take from our reserve stocks what we have. The 
title would be in the Government. They would be on loan to the 
contractor while he was doing the production development job for us. 
Does that answer your question in part, sir? 

Mr. Ostrertaa. Yes. I would like to speak about the point made 
by Admiral Schoeffel about tools now obsolete. I suppose that you 
were referring to the obsolete tools that you were attempting to take 
care of in one way or the other? 

Admiral Scuorrren. These in this subhead here are not obsolete 
tools. They are perfectly good, usable tools that we are trying to 
preserve. 

Mr. Ostertaa. And of which you have an overabundance. 

Admiral Scnorrre.. At the present time. Back in activity 1 there 
was an item of rehabilitation of tools. That was for the repair and 
replacement of some of the obsolete tools. 

Going back to your previous question to Mr. Tann, if we are going 
to go into production on an item in which adequate tools do not exist 
in any manufacturer’s plant, we always take into account the question 
of, first, what tools can the manufacturer provide? If he cannot 
provide them, do we have tools in our pool of tools that we can lend 
to him for use on the job, or must new tools be procured? Now, if 
new tools must be procured for a production item of this sort—and I 
mean where we are going to produce substantial quantities under 
activity 1—those new tools will be budgeted for under the facility 
subhead of activity No. 1. 

Most of the tools that we are trying to take care of under 7—B here 
are ones that were provided under the facility subhead of activity 1. 
The manufacturer no longer has use for them. They belong to the 
Government and we are going to take care of them. 

Mr. Osrertaa. In reference to this equipment, or tooling which 
has been in existence, what happens to it when you determine that 
you have an overabundance of certain types? What steps do you 
take? 

Admiral Scuorrret. I will ask Captain Tann to reply again. 


PRESERVATION OF EQUIPMENT IN RESERVE 


Mr. Osrertaa. I take it that a part of this program under operation 
and maintenance and procurement for production equipment carries 
with it the activity known as the preservation of equipment in reserve? 
Is that a part of it? 

Mr. Tann. In activity 7; yes. For example, a contract is com- 
pleted. It has either run out or been terminated. The contractor 
owned the plant. There are several items of Government tools in 
that plant, and then, depending upon whether or not we have a con- 
tract with the contractor which may require him to maintain that 
plant for a sum to be negotiated, we may leave the tools in his plant if 
he does not want the space. If he wants the space and he still has 
a place in the corner of the shop where he may unbolt the tools and 
put them down there, we enter into a contract with him for the mainte- 
nance and surveillance of those tools. 

In a case where he has neither the space nor the inclination to 
allow us the space—he wants to go back to making refrigerators—we 
have to take the tools up and ship them to 1 of 2 places. The principal 
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one is the naval ordnance plant at South Charleston. We have had 
at that plant as many as 9,000 tools. An interesting thing about our 
tools in that plant is that in 1951-52, in order to expedite the J—47 
engine program for the Air Force, we withdrew from there and gave 
to the Air Force some $7,800,000 worth of machine tools which enabled 
the Air Force to start the J-47 program instead of having to wait a 
year or 18 months. 


MILITARY INTERDEPARTMENTAL PROCUREMENT REQUEST 


Mr. Osrertac. Then there is a system whereby an interchange of 
tools between the services takes place? 

Mr. Tann. Yes. 

Mr. Osrerrac. And in that connection, do they compensate you, 
or do you compensate them? 

Mr. Tann. By what is known as the MIPR. 

Admiral Scuorrren. Military interdepartmental procurement re- 
quest. 

Mr. Tann. That works both ways. 


TOOLS AND TOOLING PROGRAM 


Mr. Sueprparp. In utilizing the word ‘“tools’’ here, gentlemen, 
there are a series of lines of demarcation. In other words, we cannot 
think of tools solely as a ball-peen hammer and a monkey wrench. 
It is a combination of workable items for the purpose of fabricating 
certain other devices, and sometimes others of different dimensions; 
is that not right? 

Admiral Scuorrren. That is right. 

Mr. Suepparp. Also in that composition, do you find hypothetically 
jigs and various and sundry other appurtenances like that? 

Mr. Tann. Yes, but we call that tooling rather than tools. When 
we speak of a tool, we mean a lathe, a planer; tooling means jig 
fixtures, dies, and so forth. 

Mr. SuHeprarp. And you have many sensitive measuring gages? 

Mr. Tann. Yes. 

Mr. Suepparp. Are they also under the classification of tools? 

Mr. Tann. No, sir, They are inspection gages and measuring 
equipment—Pratt Whitney measuring machines for instance. 

Mr. Suepparp. Here is X-plant operating in the fabrication of 
materials. They are through now. Is it reasonable to assume that 
you would find within that operation the so-called hammers, wrenches, 
sockets and what not, including measuring devices and the jigs and 
so forth? 

Mr. Tann. Yes, that is true. 

Mr. Suepparp. And out of that entire dispersement some of the 
tools would be Government owned? 

Mr. Tann. Yes. A lot of the handtools would be company owned. 

Mr. Suepparp. So you pick up the whole conglomerate mass, as 
it were, and take it under your custody for later-utilization purposes? 

Mr. Tann. That is right. 

Mr. Suepparp. And then you have certain nomenclature that you 
apply to those tools. The question that comes to my mind is—where 
does it begin and where does it stop? 
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Mr. Tann. In the language of the accountant the tool is’ the 
iece of plant equipment on the plant account. The tooling is the 
jig fixtures, the dies, inspection gages that go along peculiar to the 
manufacture of our end items. We can make automobile axles on a 
lathe, and we could make projectiles, but the gages and the small 
tools making them would be entirely different. 

Mr. SHepparp. That is a very interesting operation, particularly 
when many of them that are in status quo are obviously usable in the 
production of new tools to fabricate new items. 

Mr. Tann. That is correct. And they were so used between 1950 
and 1951 in putting the machine-tool industry back on its feet. 

Mr. SuepparpD. The gadget that you showed us a minute ago, that 
in itself is going to be an intricate gadget to fabricate? 

Mr. Tann. Yes. 

Mr. SHerparp. Because in making the exterior composition there 
is going to be a small compression reaction within itself? 

Mr. Tann. Yes. 

Mr. Suepparp. And then there will be the insertion of the intricate 
devices within it? 

Mr. Tann. That is right. 

Mr. Suepparp. You have an unending product that is a very 
intriguing one, to one who has nothing else to do but stay in that 
field. I have no further questions, Mr. Chairman. 


DEPARTMENTAL ADMINISTRATION 


Mr. Wiaeieswortu. The final budget activity is No. 8, ‘“Depart- 
mental administration,’ and it calls for $8,170,000, a decrease of 
$454,000 compared to the current fiscal year, reflected to the extent 
of $234,400 in personal services and to the extent of $219,600 in all 
other departmental expenses. 

I note the justification states: 


Economies have been initiated in the administrative area by the imposition of 
a@ rigorous scrutiny of each request for travel, supplies, equipment, and long- 
distance telephone calls. Various management improvement programs aided 
materially the utilization of Bureau personnel and equipment under heavy work- 
load demand. Such improvement programs include: 

(a) Improved internal management and workload planning for field activities 
were effected through inauguration of an ordnance establishment budget and 
reporting system. 

(b) Major progress was made in improving and employing work measurement 
as a basic tool for the planning, control, and the evaluation of manpower utilization 
in the Bureau’s field activities. An important facet of the program was the in- 
stallation of a dual system of work measurement standards for evaluation of 
performance data of participating activities. 

(ec) Increased utilization of electrical counting machines, supplanting manual 
methods, provided more adequate and timely data with less effort. 

(d) A uniform research task planning and reporting system was designed and 
placed in operation, making possible the effective control of all research and 
development work of the Bureau. 


CIVILIAN PERSONNEL 


There is a breakdown on page 169 of the justifications of the per- 
sonnel and dollars involved in terms of positions, man-years, and 
amounts for the fiscal years 1953, 1954, and 1955, indicating, among 
other things, 1,198 man-years of civilian employment in the fiscal 
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year 1954 to cost $6,540,400, as compared with 1,199 civilian man- 
years of employment at a cost of $6,306,000 for the fiscal year 1955. 
Also, military personnel not paid by the Bureau of Ordnance appro- 
priations of 290 in both fiscal years. 

How do you achieve a dollar saving in respect to civilian personnel 
when the number of man-years increases by one? 

Admiral Scnorrre. There is a reduction, sir, in the average salary. 
In other words, a number of personnel will be of a lower grade, and 
there is a reduction of $167,719 in the amount estimated for overtime. 

Mr. Wiccieswortn. There is also an overall breakdown for all 
other departmental expenses appearing on page 170 of the justifiea- 
tions, and a breakdown in more detail of these expenses in the 
following pages. 

There is also a breakdown on page 185 of the justifications which 
shows the dollar figures required for personal services and the various 
items of other departmental expenditure for the fiscal years 1953, 
1954, and 1955, reflecting the overall reduction of $454,000. 

There seems to be a reduction all along the line except in 2 of the 
14 items, where there are small increases reflected. 

Are there any questions on this budget activity, Mr. Ostertag? 

Mr. OstarraG. The personal services under ‘Departmental admin- 
istration” is for civilian employment, is it not? 

Admiral Scuorrre.. Yes. 

Mr. Osrerraa. I have no further questions. 


PENALTY MAIL 


Mr. Wiaauesworru. I note that there is apparently no provision 
made for penalty mail. 

Admiral Scuorrreit. We are absorbing the requirement to pay 
straight postage nowadays, sir. It amounts to an estimated $16,000 
for 1955. 

Mr. Osrerrac. On what classification of personnel do you pay 
social-security taxes? 

Mr. DeWatp. To the temporary indefinite employees, and we have 
321 as of the last count. Those people actually are under social 
security. 

Mr. Wiacateswortn. Is there an item for penalty mail in the field? 

Mr. Preurson. No, sir; we did not budget for that item at all. 
We are developing experience on that. Our estimates on that have 
been made, but we do not know how good they are. They will be 
absorbed in the estimates without special recognition of them, or 
provision for them 

Mr. WiaGiesworru. You have no estimate now that you think 
is worth anything? 

Mr. Penrson. That is right. We have in estimate, but we do 
not think it is worth very much. We have been billed only once 
since this requirement was placed upon us and procedures are still 
under development. 

Admiral Ciexton. Do you want me to give our estimate of what 
it is? 

Mr. Wice.Lesworrtn. If you will, please. 

Admiral Ciexron. Our estimate for the Bureau of Ordnance for 
the fiscal year 1955, is $875,000. 
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CIVILIAN PERSONNEL 


Mr. Wiacieswortn. Now, I have here the tables for civilian 
personnel for the bureau as a whole. There are several of them relat- 
ing to the average civilian employment, for ordnance and facilities, 
Navy; for ordnance for new construction, Navy; for preparation for 
sale or salvage of military property, Navy; increase and replacement 
of naval vessels, and then there is what I take to be an overall table 
entitled, “Civilian employment-management basis, on board at the 
end of the fiseal year.’”” This latter table indicates a total on board as 
of June 30, 1953, including both graded and ungraded personnel, of 
64,155; as of June 30, 1954, of 62,758; and as of June 30, 1955, of 
62,563; or a decrease of about 2% percent in the 2-vear period. 

Without objection, these tables will be inserted in the record at this 
point. 

(The tables referred to are as follows:) 


Average civilian employment by budget activity 
ORDNANCE AND FACILITIES, NAVY 


Fiscal year 1953 Fiscal year 1954 | Fiseal year 1955 
(actual) | (estimated) (estimated) 


| Man-| Man- 
| years | Obligations years 


fan- 
years 


Obligations 


Obligations 


| 
(1) | (2) | (3) (4) | (5) | () | (7) 


| 
Total employment._.............._.__.____...__|52, 336 $208, 730, 599 46, 580 405, 000/46, 028 $189, 223, 000 


(a) Current year funds. _._. : 3 31, 330! 126, 446, 599 27, 296 553, 409 28, 566) 118, 757, 000 
(b) Prior year 20,018; 78, 466, 509 18, 398 403, 600/16, 601! 67 ono 
(c) _..| 988} 3,817,500) 886) 3,448,000! 861) 3 000 


1. By source of funds. 52, 336) 208, 730, 599/46, 580 405, 000 46, 028 9, 223, 000 


(a) Procurement of ordnance and ammu- | | | | 
nition 12, 580) 48, 590. 000 10, 546 |, 316 O00 


Current year funds__. | 2,698; 10, , 009) 1, 656 4, 421, 975 000 
Prior year funds | 8,894) 34, 500) 8,004) 31, 030, | 32 
Reimbursements 98s 3, , 500 3, 448, 000 


(6) Maintenance of ordnance and ammu- | 
nition 19, 215; 71, 052) 17, 137 5, 416, i, 4, 000 


Current year funds___- 11, 519) 745, 052 10,184) 39, 461, 2, 30! d 
Prior year funds___. | 7,696) 28,557,000! 6,953! 26, 955, , 675 7, 000 


(c) Maintenance and operation of facil- | | } 
ities _ 2 9,986) : 000) 9,502) 39, 337, 9, 2f 38, 046, 000 
Current year funds... 9,986) 39, 693, 000! 9, : 37, , 200) 38, 046, 000 


(d) Improvements and alterations to | 
facilities ; 3, 522, 78: 373 , 460,000; 2% 820, 000 

Current year 91, , 842, 78: 76 391, 000 5s} 000 

Prior year funds.____ , 680, ( 769, 000 f 200, 000 


(e) Research and development.__ | 8,332 38, &39, 7, 786| 37,577,000) 8,064) 3 000 
Current year funds___. | 5, | 25, 222, . 5A 33, 000) 4, 6 22, 699, 000 
Prior year funds__._. PAS 3, 617, 3, 22 5, 544,000 3, 376 i, 277, 000 


(f) Industrial mobilization 328, 38 5, 000 56 255, 000 


Current year funds 3, 5 , 000) 4 5, 000 
Prior year funds i, 255, 23 5, 000 15 70, 000 


(g) Departmental administration , 206 454, 87 5, 540, 400 1, 199 5, 306, 000 
Current year funds : i, 871 3, 540, 1, 199 3, 396, 000 


Il. By ceiling control. -_.........................|52, 269) 208, 467, 547,46, 5 192, 5, 000 46, 028 , 463, 000 
(a) Under own ceiling control. _- ../49, 742 199, 097, 431 43, 970 000 43, 424 , 391, 000 
(b) Under other ceiling control__......._| 2, 527| 9, 370, 116, 2, 601) 10,074, 000) 2, 604 , 072, 000 

| 


= 


698 


Average civilian employment by budget activity—Continued 
ORDNANCE FOR NEW CONSTRUCTION, NAVY 


Fiscal year 1953 | Fiscal year 1954 Fiseal year 1955 
(actual) (estimated) (estimated) 

| 
Obligations Obligations years | Obligations 

() (2) (3) @ | ©) (6) | 

= 

Total 1,130) $4,412,000) 1,213) $4,926,000) 1,196) $4,845,000 
1, 130 4,412,000 1,213 4, 926,000) 1, 196 4, 845, 000 
year 1948 program - 574) 2,242,500 460! 871,000) 718} 909, 000 
) Fiscal year 1949 program ---.___-.--- 134) 520,600, 263 1, 067, 000, 48) 194, 000 
(c) Fiseal year 1950 program 167) 650,800 263 1,067,000) 167) 677, 000 
(d) Fiscal year 1951 program. 227/921, 000 263) 1,065, 000 
II. By ceiling 1,130) 4,412, 000 1,213, 4,926,000! 1,196] 4, 845, 000 
(a) Under own ceiling 895) 3,499,700, 957, 3,893,000) 957| 3, 885, 000 
(6) Under other ceiling 235) 912, | 256 1, 033, 000) 960, 000 


PREPARATION FOR SALE OR SALVAGE OF MILITARY PROPERTY, NAVY 


387} $1, 445.000 $3, 600, 000 $3, 200, 000 
387) 1,445,000} 923) 3, 600, 600 822) 3, 200. 000 
(a) | 1,445,000] 923) 3,670,000] 822) 3, 200, 000 
Current year | 224) 838,000 604! 2,358,000| 822) 3, 200, 000 

Prior year funds................| 163 607, 000) 319-1, 242, 000 
387 445, 000 3, 600, 0 000) 200, 000 
(a) Under own ceiling control._._.____- 375 1, 400, 192 ~~ 895 3, 490, 800 ~~ 997 mr: 103, 000 
(>) Under other ceiling control. __- 12 44, 808 28 109, 200 97, 000 

| | | 

INCREASE AND REPLACEMENT OF NAVAL VESSELS, AAA 

(a) Under own ceiling 2,285,600; 0 o 0 
Under other ceiling 100). 387,400, 0 0 


Civilian mint Management basis, on Mined at the end of the fiscal year, 
Bureau of Ordnance 


jJune 30, 1954 (estimated) | June 30, 1955 (estimated) 


| June 30, 1953 (actual) 


Source of funds 


| 
Total |Graded graded | Total | Graded | | Total \Graded | | ors 
(1) @ | | 6) | | @) | | (10) 
| 
I, Total under own ceiling 64, 155 | 16, 761 47,394 62, 758 | 17, 662 | 45, 096 |62, 563 | 17, 558 45, 005 
II. Under own financial and | | | 
ceiling control, sub- | | | 
total. 453° 1, 877 35, 576 833 14, | 31, (45, 14, 372 | 31, 539 
1. Ordnance and facili- | | 
ties, Navy_..... 147, 535 13, 531 , 34,004 /43,922 14,019 | 29,903 (44,101 | 14,046 30, 055 
2. Ordnance for new | | 
construction, Navy | 922 166 756 972 175 | 797 | 972 175 797 
3. Increase and replace- | | 
ment of naval ves- } ‘ 
4. Prepatation for sale | | 
or salvage of mili- | 
tary property, | | | 
Navy_- 72| 324} 939 170 769 | 838 151 687 
Ill. Under own ceiling | 
trol, but financed by 
outside sources, sub- | | 
702 2,884 | 11,818 pases 3, 298 | 13, 627 652 | 3,186 13, 466 
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Mr. Wiacitesworts. Thank you very much, Admiral. 
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ORDNANCE FOR NEW CONSTRUCTION (LIQUIDATION OF 
CONTRACT AUTHORIZATION) 


Amounts available for liquidation of contract authorization 


1953 actual | 1954 estimate 1955 estimate 


Applied to contract authorization._._...............-- 27, 000, 000 | —10, 000,000 | —34, 000, 000 


Appropriation or 3 | $10, 000, | $31, 000, 000 
Obligations incurred | 


PROGRAM AND PERFORMANCE 


This appropriation is for cash to liquidate contract authorization previously 
granted under the appropriation ‘‘Ordnance for new construction, Navy.” There 
will be unliquidated contract authorization of $49 million at the end of fiscal year 
1955. 

ANALYSIS OF EXPENDITURES 


Obligations transferred from ‘‘Ordnance for new construction, Navy”’ (total 
expenditures out of appropriations to liquidate prior contract authorizations, 
current authorization)—1953, $27,000,000; 1954, $10,000,000; 1955, $34,030,009 

Mr. Wicec.ieswortn. The next item is entitled “Ordnance for new 
construction (liquidation of contract authorization).’’ I understand 
it falls very much in the same category as the item which is entitled 
“Construction of ships (liquidation of contract authorization).”’ 

The request for this purpose is for $34 million, as compared with $10 
million in the current fiscal year. You have a very short statement 
in this connection, have you not, Admiral Withington? 

Admiral Wirnineton. Yes, sir, 

Mr. WicGieswortu. We will be glad to bave that. 


STATEMENT OF ADMIRAL WITHINGTON 


Admiral Wirnineron. Mr. Chairman and members of the commit- 
tee, the appropriation ‘Ordnance for new construction” is a continuing 
appropriation which has provided authority for procurement of ord- 
nance material for ships in the 1948, 1949, 1950, and 1951 Navy ship- 
building and conversion program. ‘Total obligational authority of 
$356,123,000 has been provided under this appropriation title. This 
authority is adequate to permit completion of the authorized ordnance 
program for 44 ship-construction projects and 196 naval vessel con- 
versions. It is estimated that $341 million (95.5 percent) of the total 
authorized will be obligated by June 30, 1955. 

$273,123,000 of the total contract authority in this appropriation 
has been financed. A total of $83 million of this authority has not 
been financed. 
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A cash appropriation of $34 million is requested in fiscal year 1955 
in order to make payments on obligations incurred under the un- 
financed contract authority granted in prior years. 

Mr. WiaGLeswortH. Thank you, Admiral. 


APPROPRIATION HISTORY 


Without objection, we will insert page 15a-2 of the justifications 
from volume V referring to ordnance for new construction. 
(The matter referred to is as follows:) 


ORDNANCE FOR New Construction, Navy 
APPROPRIATION HISTORY 


Under provision of the appropriation “Ordnance for new construction, Navy,’ 
the Bureau of Ordnance was authorized to provide armor, armament, and am- 
munition for vessels authorized for construction or conversion in fiscal vears 1948 
through 1951 under the appropriation “Construction of ships, Navy.” These 
two appropriations were established to provide funds for the construction of new 
ships and the conversion of existing ships and the arming thereof during the 
postwar era in order that the Navy might fulfill its responsibilities in regards to 
the national defense. 

For ships authorized in the 1948 through 1950 programs procurement and pro- 
duction of ordnance was accomplished under contract authority granted in those 
years. Cash has been appropriated annually to enable liauidation of obligations 
made against this contract authority. Complete funding of the 1951 program 
was authorized in fiscal vear 1951. Language of the Second Supplemental Ap- 
propriation Act, 1951, Public Law 911, 81st Congress, provided for the merger 
of all prior and subsequent cash appropriations to finance the liauidation of obli- 
gations against all programs. In the fiscal year 1955 budget estimates, request 
is made for cash under appropriation “Ordnance for new construction (liquida- 
tion of contract authorization), Navy” to liquidate obligations under all pro- 
grams, 


OBLIGATIONAL AUTHORITY AND CASH STATEMENT 


Mr. WiaG.ieswortu. We will also insert page 15a—-4 which sup- 
plies a statement of obligational authority and a cash statement in 
respect to this item. Also pages 15a-8 and 15a~—9 entitled ‘Rela- 
tionship of obligational authority to appropriations, obligations, and 
expenditures.” 

(The matter referred to is as follows:) 


ORDNANCE FOR New Construction, Navy 


(a) Statement of obligational authority 


Approved Revised 
program program | 1955 estimate 
totals totals 

$177, 180,000 | $191, 650, 835 $14, 470, 835 

1949 program 63, 616, , 645, —7, 971, 
1950 program 42, 675,000 | 39, 664, 000 —3, 011, 000 
1951 program _........ it 59, 652, 000 55, 468, 000 — 4, 184, 000 
Funds held in reserve for contingencies 13, 000, 000 13, 695, 165 695, 165 
Total obligational authority --....................--..-- 356, 123,000 | 356, 123,000 |............-. 
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(b) Cash Statement 


| 1955 


Fiscal year | Fiscal year Fiscal year 
1953 1954 | 


Unexpended cash beginning of year___.-...---.-- eal $71, 223, 045 $43, 239, 247 | $8, 239, 247 

Cash received during year: | | 
Appropriations -| 27,000,000 | 10,000,000 |- 
Appropriation requested | 


34, 000, 000 


Total available for expenditures toe , in -| 98, 223,045 53, 239, 247 | 42, 239, 247 
Deduct expenditures during year (net of reimbursements)....| 54,523,617 | 44, 222, 782 35, 000, 000 
Adjustment: | 
Working fund throwback —419, 739 —217, 660 | _. 
Unsupported cross disbursing. _------ | —40, 442 | —40, 442 | 
Unexpended cash, end of year_.........-.....-.------- _.-| 43,230,247 | 8, 230, 247 | 7, 239, 247 


| 
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EXPENDITURES 


Mr. Wiaccieswortu. Looking at page 15a-4, it appears that at the 
beginning of the current year you had an unexpended cash balance in 
the amount of $43,239,247, and that you received a cash appropriation 
of $10 million, making a total available for expenditure of $53,239,247, 
and that your estimated expenditure during the current year is $45 
million, leaving you unexpended cash for carryover into the fiscal year 
1955 in the amount of $8,239,247. 

Admiral WirHinetTon. Yes, sir. 

Mr. Wiee.eswortH. Can you give me an actual expenditure figure 
as of some recent date? 

Admiral Wiruineton. Yes, sir. For the 7 months of the fiscal 
year 1954, through January 31 the expenditures amount to $32 
million. 

Mr. Wiaateswortu. Now, in addition to the $8,239,247 carryover 
in the fiscal year 1955 you are requesting $34 million, which if ap- 
proved, will give you a total available for the fiscal year 1955 of 
$42,239,247, against which you estimate expenditure of $35 million, 
leaving you to carry over into the fiscal year 1956 unexpended cash 
amounting to $7,239,247. 

Admiral Wirntneton. Yes, sir. 


UNLIQUIDATED AUTHORIZATION OUTSTANDING 


Mr. Wiaaiesworts. How much more of this unliquidated contract 
authorization will be outstanding as of June 30, 1955, if this request 
is approved? 

Admiral Wirruineron. If it is approved, sir, $49 million. 

Mr. WiacieswortH. Which should be liquidated within what 
period? 

Admiral Wirnineton. I think not before 1960 is approximately 
correct. We follow right along with the ships on that, Mr. Chairman. 

Mr. WiceG.Lesworru. Are there any questions, Mr. Ostertag? 

Mr. OsrertaG. Referring to this appropriation of $34 million, as 
I understand it, it amounts to a cash liquidation of obligations, or, 
rather, contract authority as of the end of the fiscal year 1955 which 
would total $83 million; is that correct? In other words, you take 
the $34 million from the $83 million, leaving contract authority at 
the end of the year of $49 million? 

Admiral Wirnineron. Yes, sir. 

Mr. Ostrertac. Now, how is this $34 million arrived at? Is that 
a liquid contract authority that comes due as of a given time by virtue 
of certain contracts that you have entered into? 

Admiral Wiruineron. Judging from the contracts, sir, it is our 
best estimate of the amount we will need to pay our bills during the 
next fiscal year for this shipbuilding program. 

Mr. Osrrrtaac. Well, you have had authority previous to this? 

Admiral Wirnuineton. Yes, sir, we have entered into contracts, 
and now we need some money with which to pay our bills. 

Mr. Ostertac. In other words, you have entered into a contract 
and you had authority to do so. 

Admiral Wirninecron. Yes, sir. 
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EXPENDITURES 


Mr. Wiacieswortu. Looking at page 15a—4, it appears that at the 
beginning of the current year you had an unexpended cash balance in 
the amount of $43,239,247, and that you received a cash appropriation 
of $10 million, making a total available for expenditure of $53,239,247, 
and that your estimated expenditure during the current year is $45 
million, leaving you unexpended cash for carryover into the fiscal year 
1955 in the amount of $8,239,247. 

Admiral WiTHINGTON. Yes, sir. 

Mr. WiaGLeswortH. Can you give me an actual expenditure figure 
as of some recent date? 

Admiral Wirnineton. Yes, sir. For the 7 months of the fiscal 
year 1954, through January 31 the expenditures amount to $32 
million. 

Mr. Wiacieswortnu. Now, in addition to the $8,239,247 carryover 
in the fiscal year 1955 you are requesting $34 million, which if ap- 
proved, will give you a total available for the fiscal year 1955 of 
$42,239,247, against which you estimate expenditure of $35 million, 
leaving you to carry over into the fiscal year 1956 unexpended cash 
amounting to $7,239,247. 

Admiral WirHinecron. Yes, sir. 


UNLIQUIDATED AUTHORIZATION OUTSTANDING 


Mr. WiaeieswortH. How much more of this unliquidated contract 
authorization will be outstanding as of June 30, 1955, if this request 
is approved? 

Admiral Wirnineron. If it is approved, sir, $49 million. 

Mr. Wiacieswortn. Which should be liquidated within what 
period? 

Admiral Wirnineton. I think not before 1960 is approximately 
correct. We follow right along with the ships on that, Mr. Chairman. 

Mr. Wiacieswortu. Are there any questions, Mr. Ostertag? 

Mr. OstrertaG. Referring to this appropriation of $34 million, as 
I understand it, it amounts to a cash liquidation of obligations, or, 
rather, contract authority as of the end of the fiscal year 1955 which 
would total $83 million; is that correct? In other words, you take 
the $34 million from the $83 million, leaving contract authority at 
the end of the year of $49 million? 

Admiral Wirnineron. Yes, sir. 

Mr. Ostertaa. Now, how is this $34 million arrived at? Is that 
a liquid contract authority that comes due as of a given time by virtue 
of certain contracts that you have entered into? 

Admiral Wirnineron. Judging from the contracts, sir, it is our 
best estimate of the amount we will need to pay our bills during the 
next fiscal year for this shipbuilding program. 

Mr. Ostrertaa. Well, you have had authority previous to this? 

Admiral Wiruineton. Yes, sir, we have entered into contracts, 
and now we need some money with which to pay our bills. 

Mr. Osrertaa. In other words, you have entered into a contract 
and you had authority to do so. 

Admiral Wirxineron. Yes, sir. 
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Mr. OstertaG. To the degree that these contracts come due during 
the fiscal year 1955, the $34 million seems to be the approximate 
amount that you will be required to liquidate? 

Admiral Wrrurneron. It is our best estimate now, yes, sir. 

Mr. Osrertac. That is all I have, Mr. Chairman. 

Mr. Mr. Sheppard? 

Mr. SHepparp. This program is a companion program to the con- 
struction of ships program. In other words, if your ships are con- 
nn a these authorizations of funds must follow; one follows the 
other? 

Admiral Wiruineron. I would hate to see them without guns 

es, sir. 
"i Mr. SHepparp. In other words, one follows the other? 

Admiral Wirxineton. Yes, sir. 

Mr. Suepparp. That is all, Mr. Chairman. 


Monpay, Marcu 15, 1954. 


MEDICAL CARE, NAVY 
WITNESSES 


BUREAU OF MEDICINE AND SURGERY 


REAR ADM. HERBERT L. PUGH, MC, USN, CHIEF 

CAPT. MURPHY K. CURETON, MC, USN, COMPTROLLER 

THOMAS J. HICKEY, DEPUTY COMPTROLLER 

CAPT. OSCAR D. YARBROUGH, MC, USN, DIRECTOR, RESEARCH 
DIVISION 

OFFICE OF THE COMPTROLLER 

REAR ADM. EDWARD W. CLEXTON, USN, ASSISTANT COMPTROLLER, 

DIRECTOR OF BUDGET AND REPORTS 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


| 


Appropriation or estimate_-_._.............--.....---- Lida ocho $106, 457,000 | $83, 429, 000 $70, 300, 000 
Transferred to ‘Military personnel, Navy, 1953,’"’ pursuant 
Adjusted appropriation or estimate. _........._..._- ...| 97,357,000 83, 429, 000 70, 300, 000 
Reimbursements from non-Federal sources.................... 3, 308, 014 2, 801, 000 3, 219, 000 
Reimbursements from other accounts. 15, 520, 535 13, 434, 000 10, 854, 000 
Total available for obligation... ...........-.......-.... | 116, 185, 549 99, 664, 000 84, 373, 000 
Unobligated balance, estimated savings (available for admin- | 
istrative reappropriation in subsequent year) | —18, 815,627 | —2,343,000 
Obligations | 97,369,922 | 97, 321, 000 84, 373, 000 


Comparative transfer from— 
“Local currency operations, Japan, Department of | 


“Navy personnel, general | 76, 014 

Comparative transfer to ‘‘ Aircraft and facilities, Navy’’.._- --| — 54, 000 —, 000 

Total | 97, 830, 936 97, 308, 000 84, 373, 000 


Nore.—Reimbursements from non-Federal sources above are from proceeds of sale of personal property 
(40 U.S. C, 481 (e)), and hospitalization of authorized nonservice personnel. 


Per 


705 


Obligations by activities 


Description | 1953 actual | 1954 estimate | 1955 estimate 


Direct Obligations } } 
ited funds: 
Maintenance and operation of medical treatment facil- 


ities $46, 602, 471 $46, 781, 000 $43, S57, 000 
2. Education and training 3, 493, 092 3, 549, 000 3, O75, OOO 
3. Medical services, supplies and equipmen t at other facil- 

ities _. 12, 396, 663 | 11, 486, 000 | 10, 697, 000 
4 | 


. Nonrecurring “proc urement of medic al supplies and | 
equipment 

5. Medical material support , 162, 062 1, 039, Coe 997, 000 

6. Medical care in nonnaval facilities 2, 911, 401 | 2, ¥89, 000 2, 943, 000 


4, 186, 613 | 6, 697, 000 903, 000 
7. Care of the dead 7 1, 566, 85° 1, 491, 000 
4 


7 1, O25, 000 
8. Research and development \. = 224, 413 | 4, 476, 000 4, 400, 000 
9. Industrial mobilization and procurement pnaning sal aan’ 319 315, 000 226, 000 
10. Departmental administration. __..__._____- asl 2, 250, 000 | 2, 177, 000 
j Total obligations from appropriated funds _ 8, 073 000 0 | 70, 300, 000 
Reimbursements from non-F ederal sources: | 

1, Maintenance and operation of medica] treatment facil- | 
ities nae se 3, 305, 808 | 2, 801, 000 | 3, 219, 000 

4. Nonrecurring ‘procurement “of medical ‘supplies and | 

Total obligations payable out of reimbursements | 
from non-Federal sources... 3, 308, 2, 801, 000 | 3, 219, 000 

| 
Total direct obligations. .__.._.........-.-.-...... | 82, 310, 401 | 83,874,000 | 73, 519, 000 
Obligations Payable Out of Reimbursements From Other } 


Accounts | | 
} 


1. Maintenance and operation of medica] treatment facilities. | 14, 536, 744 12, 960, 000 | 10, 537, 000 
4. Nonrecurring procurement of medical naan sone and equip- 


ment.__- 614, 238 | 148, 000 14. 000 

6. Medical care in nonnaval facilities. Pe COPE 368, 358 1 326, 000 303, 000 
Total obligations payable out of reimbursements from 
15, 620, 535 13, 434, 000 10, 854, 000 
830, 986 | 9 7,308, 000 | 84, $4, 373, 000 


Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
| 


| 
| 
RUREAU OF MEDICINE AND SURGERY 


Summary of Personal Services | | 
Total number of permanent positions wake 11, 595 10, 144 9, 554 
Full-time equivalent of all other positions 4 | 
Average number of all employees aS 10, 721 9, 719 9, 132 


Average salaries and grades: | | 
General schedule grades: | 
} 


Average salary - $8, 582 | $3, 582 | $3, 582 

Average grade GS-4.2 | GS-4,2 | GS-4.2 
Crafts, protective, and custodial grades: j 

Average salary | 328 $3, 328 | $3, 328 

Average grade CPC-5.1 | CPC-5.1 | CPC-5.1 
Ungraded positions: Average salary $2, 938 | $3, 153 $3, 15 

Personal service obligations: | 

Permanent positions buboeca $33, 947,204 | $32, 185, 100 $30, 907, 500 
Other positions. __ 41, 648 | 41, 000 41, 000 
Regular pay in excess of 52-week base ______ OE, 330, 566 | 128, 800 119, 000 
Payment above basic rates. 305, 462 | 1, 260, 100 1, 232, 500 


Total personal service obligations ; a 


5, 424, 880 |} #3, 610, 000 32, 300, 000 
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Obligations by objects—Continued 


Object classification 


| 
1953 actual | 1954 estimate | 1955 estimate 


BUREAU OF MEDICINE AND SURGERY—Ccontinued 
Direct Obligations 


Appropriated funds: 


ol 
02 


ol 


Reimbursements from non-Federal sources: 


Personal services 
Travel__ 
Transportation of things. “ars 
Communication services 
Rents and utility services 
Printing and reproduction 
Services performed by other agencies._____.._...._..-- 
Labor contracts with foreign governments !__.____._- 
Taxes and assessments. 


Subto 


Personal services. 
Transportation of things news 
Communication services... 
Rents and utility services__._- 
Printing and reproduction ___- 
Other contractual services 
Supplies and materials.... 

Taxes and assessments __ 


Total obligations payable out of reimbursements from 
non-Federal sources. .............--- 


Total direct obligations. 


Obligations Payable Out of Reimbursements From Other Accounts 


05 


07 


‘Total number of permanent 
Full-time equivalent of all other positions... 


Travel___. 

Cc ommunic: ition services. . 
Rents and utility services... 
Printing and reproduction 
Other contractual services 
Supplies and materials... ..........-.-- 

Taxes and assessments 


Total obligations payable out of reimbursements from 


ALLOCATION TO TREASURY DEPARTMENT 
Rents and utility services (total obligations) .............- 
ALLOCATION TO DEPARTMENT OF THE ARMY 
Other contractual services (total obligations).............- 
ALLOCATION TO DEPARTMENT OF COMMERCE 
Other contractual services (total obligations) ............-- 
SUMMARY 
Summary of Personal Services 


Average number of all employees... 


1 Average number of persons—1953, 430; 1954, 400; 1955, 250, 


$32, 169, 448 
816, 661 
863, 658 

3, 727 

1, 564, 957 
497, 862 
10, 357, 656 
4, 365, 957 
303, 682 
23, 179, 912 
4,811,172 
171, 186 


4, BOR, 000 
300, 000 
24, 923, 000 
7, 254, 000 
183, 000 


196, 000 


79, 396, 178 


81, 298, 000 


70, 488, 000 


423, 918 297, 000 270, 000 
78, 972, 260 81, 001, 000 70, 218, 000 
587, 622 515, 000 641, 000 

2, 933 3, 000 3, 000 

3, 094 3, 000 4, 000 

4, 834 9, 000 13, 006 

30, 267 28, 000 37, 000 

3, 159 3, 000 4, 000 

92, 638 88, 000 105, 000 

2, 5346, 844 2, 111, 000 2, 362, 000 
43, 432 38, 000 46, 000 

3, 191 3, 000 4, 000 

3, 308, 014 2, 801, 000 3, 219, 000 


82, 280, 274 


83, 802, 000 


73, 437, 000 


2, 667, $10 000 2,101, 00 
13, 170 12; 000 

13, 811 13, 000 12 000 

41, 000 44, 000 

136, 182 131, 000 120, 000 

14, 194 14, 000 12, 000 

787, 250 731, 000 648, 000 

11, 664,902 | 9, 000 7, 726, 000 

186, 967 293, 000 165, 000 

14) 497 15, 000 15, 000 

15, 520, 535 | 13,484,000 | 10, 854, 000 

~ 97, 800, 809 | 97, 236,000 | 84, 291, 000 

3, 208 3, 000 3, 000 

20, 000 60, 000 70, 000 

6, 919 9, 000 9,000 

11, 595 10, 144 9, 554 

4 4 4 

10, 721 9, 719 9, 132 


— 
| 
| $30, 692,000 | — $29, 558, 000 A 
862, 000 697, 000 : 
03 504, 000 266, 000 
04 521, 000 588, 000 
05 1, 575, 000 1, 576, 000 
06 484, 000 455, 000 q 
07 } 9, 492, 000 8, 370, 000 
4, 347, 000 
200, 000 
0s 20, 150, 000 ; P 
09 4, 085, 000 
15 R 
Deduct charges for subsistence. 
Total obligations from appropriated funds... 
om A 
02 
03 
04 
05 
06 
07 
08 
09 
15 
| 
OL ] 
02 
03 
04 
05 
06 
07 
08 
09 
15 
07 
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Obligations by objects—Continued 


Object classification 


1953 actual 


1954 estimate 


1955 estimate 


SUMMARY—Ccontinued 
Summary of Personal Services—Continued 


Average salaries and grades: 
General schedule grades: 


Personal service obligations: 
Permanent positions__ 
Other positions 

Regular pay in excess of 52-week base _ 

Payment above basic rates__.________- 


| $33, 947, 204 
| 
| 


41, 648 
130, 566 
1, 305, 462 


| 

$32, 185,100 | 
41, 000 
123, 800 | 
260, 100 | 


$30, 907, 500 
41,000 

119, 000 

1, 232, 500 


$3, 582 | $3, 582 | $3, 582 
Average | GS-4.2 | GS-4.2 | GS-4.2 
Crafts, protective, and custodial grades: 
} CPC-5.1 | C-5.1 | CPC-5.1 
Ungraded positions: Average salary_....__ $2, 938 | $3, 153 


Total personal service 610, 000 | 300, 000 
Direct Obligations | 
Appropriated funds: 
$32, 169, 448 | $30, 692, 000 $29, 558, 000 
02 Travel. ‘= 816, 661 862, 000 | 697, 000 
03 Transportation of things __ 1S ee SE a 863, 658 504, 000 | 266, 000 
293, 727 521, 000 | 588, 000 
05 Rents and utility services.................-..........- 1, 568, 165 1, 578, 000 | 1, 579, 000 
06 Printing and 97, 862 484, 000 | 455, 000 
07 Other contractual services , 357, 656 9, 492, 000 8, 379, 000 
Services performed by other agence haan ae , 392, 876 4, 577, 000 | 4, 426, 000 
Labor contracts with foreign governments aE Pom 303, 682 300, 000 | 200, 000 
08 Supplies and materials 23, 179, 912 24, 923, 000 | 20, 150, 000 
4, 811, 172 7, 254, 000 | 4, 085, 000 
15 Taxes and assessments... 171, 186 183, 000 | 196, 000 
Subtotal__ 79, 426, 305. 81, 000 70, 570, 000 
Deduct charges ‘for subsistence. 423, 918 270, 000 
Total obligations from appropriated funds___________- 79, 002, 387 81, 073, 000 70, 300, 000 
Reimbursements from non-Federal sources: 
587, 622 515, 000 | 641, 000 
2, 933 3, 000 | 3, 000 
03 ‘Transportation of things_. 3,094 3, 000 4,000 
04 Communication services 4, 834 9, 000 | 13, 000 
05 Rents and utility services 30, 267 28, 000 | 37, 000 ; 
06 Printing and reproduction __ 3,159 3, 000 4, 000 rc 
07 Other contractual services... 92, 638 88, 000 | 105, 000 
08 Supplies and materials....._____ " 2, 536, 844 2,111, 000 2, 362, 000 
09 Equipment.... 43, 432 38, 000 | 46, 000 
15 Taxes and assessments.......-...-.-..--.---.---..--.. 3,191 | 3, 000 4, 000 ie 
Total obligations payable out ef reimbursements from | | 
non-Federal 3,308,014 | 2, 801, 000 | 3, 219, 000 
Total direct obligations. ..._.__. 2, 310, 401 83, 874, 000. 73, 519, 000 
Obligations Payable Out of Reimbursements From Other ™ } 
Accounts 
01 Personal 2, 667, 810 | 2, 403, 000 | 2, 101, 000 
Travel : 3, 170 | 12, 000 11, 000 
03 Transportation of things } 13, 841 | 3, 000 | 12, 000 
04 Communication services. 21, 792 41, 000 44, 000 
05 Rents and utility services E : acl 136, 182 131, 000 120, 000 
06 Printing and reproduction_______- 14, 194 | 14, 000 2, 000 
07 Other contractua! services } 731, 000 648, 000 
Supplies and } 11, 664 02 | 9, 781, 000 7, 726, 000 
15 Taxes and assessments.- a) SSS 14, 427 | 15, 000 15, 000 
Ses 
Total obligations payable out of reimbursements from | 
other accounts... ............... 15, 520, 535 | 434, 000 | 10, 854, 000 


7, 308, 000 | 34, 373, 000 


! Average number of persons—1953, 430; 1954, 400; 1955, 250. . 


Analysis of expenditures 
1953 actual | 1954 estimate | 1955 estimate 
Untiquidated obligations, start of year.._.....................| $63, 619,934 | $22, 303, 842 $21, 204, 392 
Obligations incurred during the year.............-.-.---2-- 97, 369, 922 97, 321, 000 84, 373, 000 
160, 989, 856 119, 624, 842 105, 577, 392 
Deduct 

Adjustment in obligations of prior years. 11, 228, 689 
Reimbursements .. 18, 828, 549 16, 235, 000 14, 073, 000 
Obligated balance carried to certified claims account. .___- 437, 255 489, 278 995, 378 
Unliquidated obligations, end of year scalars 22, 303, 842 21, 204, 392 20, 509, 014 
poo | 80, 000, 000 70, 000, 000 

Expenditures are distributed as follows: 
Out of current anthorisations............................- 67, 312, 087 62, 126, 986 53, 583, 000 
Oatel prink 40, 879, 434 17, 873, 014 16, 417, 000 


Mr. Wiaeteswortu. The committee will come to order, and we 
will take up this morning the item entitled, ‘“Medical Care, Navy.” 

Admiral Pugh, Chief of the Bureau of Medicine and Surgery is 
with us this morning, and has a statement, I believe, for the com- 
mittee. We will be happy to hear from you, Admiral. 


GENERAL STATEMENT 


Admiral Pueu. Mr. Chairman and members of the committee, the 
Medical Department of the Navy is requesting $70,300,000 for fiscal 
year 1955, to provide for the maintenance and operation of hospitals, 
medical centers, naval dispensaries, and dental clinics. These funds 
will also be used for the support of medical research facilities; Medical 
Department schools; medical and dental care at nonnaval activities; 
technical medical and dental supplies, equipment and services on all 
ships and at dispensaries not under the management control of the 
Bureau of Medicine and Surgery; and for the care of the dead. In 
addition, this request for funds provides for industrial mobilization, 
medical and dental costs for Reserve components, and for depart- 
mental administration. 

In view of the fact that $83,429,000 was appropriated for these 
purposes during fiscal year 1954, the request to be discussed today 
represents a decrease in fiscal year 1955 of $13,129,000. This decrease 
is occasioned for the most part by reduced naval strength and better 
health of naval personnel resulting in fewer patients in naval hos- 
pitals and, reduced nonrecurring procurement requirements. 


HEALTH OF THE NAVY 


The health of the Navy and Marine Corps showed an appreciable 
improvement during fiscal year 1953. Almost 983 out of every 1,000 
active duty personnel were physically capable of performing duty at 
apy one time. Of the 17 who were not physically fit for duty, only 14 
were occupying hospital beds. 

There was a reduction of about 8 percent in manpower losses due 
to temporary physical disability as compared to the previous year. 
This saving of manpower is truly indicative of the effective operation 
of the medical care program. A particular “‘well-done’”’ is due combat 
aid stations and hundreds of sick bays and dispensaries which are 
the Department’s froutline of attack against disabling sickness and 
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injury. In this connection, it is notable that while during fiscal year 
1952, only 2 percent of those wounded in action died of their wounds, 
in 1953 the rate was further reduced to only 1.4 percent. 


MEDICAL AND DENTAL RESEARCH 


Medical and dental research is an important part of our progressive 
medical care program. Much of our gains in reducing naval man- 
power losses due to physical disability must be credited to our prior 
research—how much is undeterminable. Neither is it possible to 
forecase the payoff or profit to be attained as the result of current and 
proposed research. However, it is truly frightening to contemplate 
our human losses in any future conflict if research directed toward 
prevention and treatment of casualties doesn’t keep up with that 
directed toward crippling, disabling or killing our fellow beings. 
The funds requested will support new or continuing research in fields 
which offer hope of progress in solving such problems as: unusual 
diseases to which personnel may be exposed in war, replacement of 
lost. tissue and blood, atomic radiation, flight casualties, shipboard 
epidemics, submarine confinement, dental caries, and the breakdown 
of human performance under stress and strains of combat conditions. 


MILITARY PERSONNEL OF THE MEDICAL DEPARTMENT 


The efficiency, effectiveness and economy of the Medical Depart- 
ment operations, for which these funds are requested, has been and 
will be to even a greater degree adversely affected by the fact that 
physicians, dentists and nurses do not find a career in the military 
attractive. Less than 34 percent of the medical officers, 40 percent 
of the dental officers and 50 percent of the nurse corps officers now on 
duty in the Medical Department are career officers. Under present 
circumstances, the percentage of career officers is expected to decrease 
to even lower levels. 

The 2-year turnover of noncareer personnel definitely reduces the 
efficiency and economy of Medical Department operations and requires 
a greater number of personnel than would be the case if career per- 
sonnel were available for the same workload. 

These facts are brought to this committee’s attention only to ac- 
centuate the progress that has been made in the medical-care program 
and the economy attained in its operations in spite of this personnel 
handicap. 

MEDICAL DEPARTMENT ADMINISTRATION 


In addition to its responsibilities for the health and well-being of 
the Navy and Marine Corps, the Medical Department is also con- 
cerned with maintaining and developing the most efficient and effective 
administrative procedures possible within the framework prescribed 
by those to whom we are in turn responsible. During the past year 
several significant improvements have been instituted, of which the 
following are representative: 

Hospital admission procedure: During the past. year the use of ad- 
dressographs in the admission sections and on the wards of 11 of the 
larger naval hospitals was introduced. This change has reduced the 
time expended in repetitive writing of information on numerous essen- 
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tial hospital forms and has permitted staff personnel to devote more 
time to patient care. 

Inventory utilization: In line with the policy of reducing stores 
inventories at field activities to the lowest practicable level, an in- 
tensive program of inventory utilization has been initiated on all ships 
and stations. 

Food services wage formula: A new wage formula for food service 
workers has been developed which is expeceted to reduce absentee- 
ism, high turnover, and recruiting difficulties found in dealing with 
this category of personnel. Under the new wage formula, rates of 
pay for food service personnel are being made comparable to those of 
workers in the mechanical service which heretofore have been higher 
paid, resulting in food service workers leaving to join the ranks of the 
mechanical trades. It is believed that this chaage will result in 
greater production, easier recruitjent and better attendance. 

Personnel reporting: At present there is a trial installation in 2 of 
our hospitals of a new personnel reporting system which will eliminate 
4 different personnel reporting forms and provide a single consolidated 
report to meet all Bureau requirements, including those for personnel 
administration, manpower utilization and ceiling reporting, and cost 
analysis. 

In closing, I should like to mention that during fiscal year 1953 the 
medical care program of the Navy cost the people of this country an 
average of only $14.13 per patient day in all naval hospitals. This is 
a significantly low figure in that it provides complete medical treat- 
ment including the pay of doctors, nurses, attendants, and all other 
expenses incurred in providing medical care second to none. A com- 
parison of this cost with that for similar medical care in other govern- 
mental or private hospitals will serve, indeed, to further emphasize 
the fact that the Medical Department of the Navy is conducting an 
excellent and effective medical care program with efficient and econom- 
ical use of funds, facilities and manpower. 


COMPARABLE COSTS IN OTHER GOVERNMENT AND PRIVATE HOSPITALS 


Mr. WiaGeieswortn. Thank you, Admiral. 

Do you have comparable figures in reference to that last para- 
graph of your statement? 

Admiral Puaeu. Yes, sir. 

Captain Currron. We do not have them from the other services. 
They are not available to us at this time. 

Mr. Wiacieswortn. You state that— 

A comparison of this cost with that for similar medical care in other governmental 
or private hospitals will serve, indeed, to further emphasize the fact that the 
Medical Department of the Navy is conducting an excellent and effective medical 
care program with efficient and economical use of funds, facilities and man- 
power. 

Captain Curreron. The basis for that statement, Mr. Wiggles- 
worth is that the new interdepartmental rate, which is the average 
of all Government hospitalization costs for the ‘fiscal year 1954, is 
$14.75, and for the fiscal year 1955 on the basis of computations 
in the Bureau of the Budget the new rate will be $17. That is stated 
to us to be the average of the cost in Governmental hospitals. 
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Mr. WiaeLteswortH. Do you have any comparable figure for 
private hospitals? 

Captain Cureton. The figure for private hospitals does not in- 
clude doctors’ bills, and that figure is $23.27. That is taken from the 
magazine, “Hospital Management’, the issue for September 1953. 

Mr. WiaGLeswortH. $23.27 ex doctors? 

Captain Currron. Yes, without doctors’ fees. 

I have here, sir, a photostat of the appropriate page from the 
magazine, Hospital Management, which gives the rates for the 
eight geographic areas of the United States by size of hospitals. It 
breaks them down in each of the areas into those hospitals with 1 to 
100 beds, and 101 to 225, and 226 beds up. 

This $23.27 is the average of the 226 and up bed hospitals. That 
is comparable to the size of hospitals that the Navy is operating. 
That varies in different parts of the country from $33.28 on the Pacific 
coast to the lowest figure I see here of $18.45 in the Middle Atlantic 
States. 

Mr. Sueprparp. What was that cost figure again? 

Captain Currron. $33.28. That is the total operating expense 
per patient in hospitals of 226 beds and up. 

Mr. SHepparp. And the east coast figure? 

Captain Curreron. The Middle Atlantic States figure was $18.45, 
the comparable figure. 


FOR 1955 AND APPROPRIATION FOR 1954 


ESTIMATE 


Mr. WicGiteswortH. As you have pointed out, Admiral, this 
request is for $70,300,000 as compared with an appropriation in the 
current fiscal year of $83,429,000, a reduction of $13,129,000, or, say, 
16 percent. 


UNOBLIGATED BALANCES 


I note that the committee worksheet indicates an estimated unob- 
ligated balance in respect to your 1954 funds of $2,343,000. What is 
the status of that? Will that lapse to the Treasury as of the end of 
the current fiscal year? 

Captain Curnron. That is savings that we calculate on the basis 
of the apportionment request, based on figures of anticipated hospital 
incidence occurring after we appeared before this committee last year, 
that is, funds that are presently in reserve for contingencies by 
apportionment in the Bureau of the Budget. 

Mr. Wieeieswortn. And which, if not released, would lapse to 
the Treasury as of June 30, 1954? 

Captain Cureton. Yes, sir. 


REIMBURSEMENT 


Mr. Wiae.eswortn. I notice, again looking at this committee 
print, that while it is true that there was only an appropriation of 
$83,429,000 for the current fiscal year, you seem to have had reim- 
bursements amounting to something like $16,200,000. So, then 
you had available, did you not, not $83,249,000, but $99,664,000 in 
the current fiscal year? 
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Captain Curpron. That is correct, and taking out the unappor- 
tioned amount, it leaves us with obligations apportioned of $97,321,000. 

Mr. WiaeLesworts. And for the fiscal year 1955 you anticipate 
reimbursements to the tune of about $14 million, which would give 
you, if this appropriation request should be approved, in full not 
$70,300,000, but $84,373,000, would it not? 

Captain Currron. That is correct, sir. 

Mr. Wiae.eswortn. Therefore, if we include the reimbursements 
in both years the reduction recommended would be about $13 million 
on . basis of $97 million, or something less than 13 percent, would it 
not? 

Captain Cureton. Yes, sir. 


COMPARATIVE TRANSFERS 


Mr. Wiaa.esworth. I note also that there is a footnote referring 
to the 1955 request indicating that the request for $70,300,000 includes 
$41,000 for activities previously carried under “Navy personnel, 

eneral expenses,”’ and excludes $54,000 for activities transferred in 
the estimate to “Aircraft and facilities, Navy.” 

When you revise your remarks, will you please insert in the record 
rs this point a brief explanation of the reason for each of those trans- 
ers? 

Captain Cureton. Very good, sir. 

(The Matter referred to is as follows.) 


Comparative transfers 


Budget activ-| Fiscal year | Fiscal year 
ity involved 1953 1954 


Comparative transfers from: 
1, Local currency operations, Japan, Department of De- 


Occupation costs to the Japanese Government. 
2. Navy personnel, general expenses --._.-..-.-..-------- 1B 76, 014 $41, 000 


Personal services, maintenance and “operations 
costs at the following BuPers managed activities 
which have been established as navai stations by 
CNO with assignment of financial responsibility 
to Bu Med for the operation of medical and dental 
facilities therein: 

Naval a Newport, R. L., fiscal 
= station, Norfolk, Va., fiscal year 


Naval station, Seattle, Wash., fiscal 
Naval station, Seattie, Wash., 


ear 196 
3. Servicew ide supply and 5A 
Communications, utility service and minor oper- 
ating costs for the Field Branch, Bureau Fg Med- 
icine and Surgery, which were financed in fiscal 
year 1953 by BuSanda. 
Comparative transfer to: 
1, Aircraft and facilities, Navy-_..........--..--...-----.- 1A —54, 000 —54, 000 
Transfer of funds x 11 firefighters transferred 
from naval hospital, Memphis, to naval air coo Noodle «agg 
Memphis, in consolidation of ‘fire de 


Net comparative transfers........... a 461,014 —13, 000 
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I may say very briefly at this point that that transfer is incident to 
the establishment of certain naval stations under the management of 
the Chief of Naval Operations, and under that split, each Bureau 
accepts its share of the operating expenses of such naval station. 

Mr. WiaGL_esworru. With reference to the $41,000? 

Captain Currron. Yes, sir. 

Mr. WiaGiesworrs. And what kind of a station? 

Captain Currron. For example, at Newport, R. I., the activities 
in that area were turned into a single command, and ‘Medical care, 
Navy,” assumes the maintenance and upkeep cost in connection with 
the dispensary in that new naval station. 

The same thing occurred at Norfolk, Va. 

Mr. WieGLesworth. Is this in respect to one station or several 
stations? 

Captain Cureton. Several stations. The naval station at New- 

ort accounts for $34,800 and there is also the naval station at 
orfolk and the naval station at Seattle, Wash. 

Mr. Wiaa@.eswortnH. Previously what has been the situation? 

Captain Cureton. They were supported under the appropriation 
“Naval personnel, general expenses.” 

Mr. Wiae_eswortH. What is the advantage of this change? 

Captain Cureton. The military decision in the Office of the Chief 
of Naval Operations was that it would provide more efficient service 
to bring several of these smaller units into a group under a single 
command. It is a unification of control and provides, we believe, 
more efficient service. 

Mr. WiaGLeswortu. Well, as I understand it, certain expenditures 
which were previously carried under “Naval personnel, general ex- 

enses,”’ applying to these stations are now split up as between your 
ureau and various other bureaus, is that right? 

Captain Cureton. It was not quite that simple, sir. 

Heretofore the cost of the dispensary itself was split up between, 
“Naval personnel, general expenses,” and our appropriation, because 
we have a!l of the technical expense, and they have the routine main- 
tenance and upkeep and nontechnical costs of the dispensary. 

Now this appropriation, “Medical care, Navy’ will finance the 
entire medical and dental care program at the station, and the Bureau 
of Naval Personnel will finance the entire military personnel program 
at the station. 

That is in line with bringing together all of the interests related to 
a specific Navy program into one appropriation. Then, of course, 
overall the contributions of all of the bureaus are brought together 
in the Office of the Chief of Naval Operations, so that in that Office 
they see the entire picture, whereas we see the entire picture with 
respect to medical and dental care. 

Mr. WiaGieswortn. What about the other item, the $54,000 
item? 

Captain Cureron. That was in connection with the transfer 
between ‘Aircraft and facilities, Navy.” That was where we trans- 
ferred to that facility, or to that appropriation, the cost of the fire- 
fighting forces at the naval beopital, Mempbis, in connection with 
consolidating the fire-fighting forces in the naval air station and the 
naval hospital. 
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We concluded that it was unnecessary to maintain two independent 
fire-fighting forces, so they were consolidated under the naval air 
station, and we transferred responsibility to them in the amount of 
$54,000 in 1954 to cover what we had previously contributed to fire 
protection for the naval hospital. 


APPROPRIATION INTRODUCTION 


Mr. Wiaciesworts. Well, without objection we will insert at this 
point in the record page 2 of the justifications entitled “Appropriation 
introduction.” 

(The matter referred to is as follows:) 


Medical care, Navy—Appropriation introduction 


Fiscal year Fiscal year | Fiscal year 
1953 1954 | 1955 
$106, 457,000 | $83, 429, 000 | $70, 300, 000 
Total obligations from appropriated funds. -............ 79, 002, 387 | $1, 073, 000 70, 300, 000 


The following significant items were among those used in the development of 
this estimate: 

(1) Maintenance and operation of 1 medical center, 25 continental naval 
hospitals and 4 overseas naval hospitals in full operating status, 10 class A Medical 
Department schools, 2 naval dispensaries, and 6 dental clinics. 

(2) An estimated average patient load of 15,111 in naval hospitals consisting 
of 11,656 naval and Marine Corps patients, 579 Army and Air Force patients 
and 2,876 supernumerary patients. 

(3) An average naval paitent load of 769 in nonnaval hospitals. 

(A) ‘ ration rate of $1.08 per day in continental naval hospitals and an overseas 
rate of $1.15. 

(5) Deaths in fiscal year 1955 are estimated at 1,682. 

(6) An interdepartmental hospitalization rate of $17 per diem and an inter- 
service hospitalization rate of $8 per diem. 

(7) No funds nor civilian personnel are included in this budget for the conver- 
sion phase of the Federal cataloging program. It is understood that the Bureau 
of Supplies and Accounts has included funds in their requirements which may be 
made available for any unforseen needs of this Bureau for catalog conversion. 


Mr. Wiactrsworrn. Are there any general questions on this 
appropriation before turning to the various budget activities, Mr. 
Ostertag? 

Mr. Osrertac. No, I have no questions. 

Mr. Mr. Sheppard? 


CONSIDERATION OF UNOBLIGATED BALANCES 


Mr. Suepparp. Yes, I have one question. 

Was the $2,343,000 unobligated balance taken into consideration 
by the Bureau of the Budget when the 1955 budget was put together? 

Captain Cureton. Yes, sir. 

Mr. Suepparp. In other words, then, you have no surplus funds 
kicking around that you are not going to use in accordance with the 
present budget? 

Captain Cureton. In that regard, Mr. Sheppard, the customary 
increase, that is, the anticipated increase, in hospital patients in the 
month of January did not reach expectations. 
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We have, as yet, only the month of January of the usual winter 
hump on record. 

We are now conducting a survey and if that unusually low winter 
patient load stays down, then there will be additional funds that 
will not be expended. I can assure you and this committee that we 
do not propose to spend any more funds than the patient load 
requires. We will not be prepared to state how much additional 
savings there will be until after we get the entire month’s experience 
under our belt and see what February does to us. 

Mr. Suepparp. No further questions, Mr. Chairman. 


KEIMBURSEMENTS 


Mr. Wiae.ieswortn. I might ask just one question on the reim- 
bursements. I see that some of them are from non-Federal sources, 
and some of them are from other accounts. 1 assume that they will 
be reflected more in detail as we get into the items? 

Captain Currron. Yes, sir. 

Mr. WiaGLeswortu. In general terms what are they? 

Captain Currsron. Reimbursements from other accounts are reim- 
bursements from other Federal agencies, such as the Veterans’ Admin- 
istration, the Army and the Air Force. 

Reimbursements from non-Federal sources primarily are from 
patients who are handled under the dependent care program, and 
under the civilian humanitarian care program. In the reimburse- 
ment from other accounts we have a bit item of subsistence from 
other appropriations within the Navy Department. 

Mr. WiaGLesworrH. What are these two programs you referred 
to under non-Federal reimbursements? 

Captain Cureton. Those are the patients’ contributions for 
dependent care, because we consider those as funds derived from a 
non-Federal source, and from civilian humanitarian care. 

Mr. WiaGLeswortsu. What is that? 

Captain Cureton. That is occasioned primarily when a patient 
who is not entitled by law to care in a naval hospital appears on our 
doorstep and we have to take care of him for reasons of humanitarian 
care of people. Automobile accidents comprise a very high percentage 
of that item. 

We have also in this non-Federal source a not inconsiderable item 
of foreign military personnel who are in this country for training 
purposes in connection with the mutual defense program and other 
programs of that nature. 


OBLIGATIONS AND EXPENDITURES 


Mr. Wice_esworrn. Can you give an actual obligation figure 
and an actual expenditure figure as of some recent date against the 
1954 funds? 

Captain Currton. This figure applies to January 31 as the effective 
date and is on the gross fund availability. 

Mr. WicGisesworrts. That is, including reimbursements? 

Captain Curnron. Yes. 

The total obligations on January 31 were $48,297,261.44. 
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In addition to that, funds were committed at that time to the 
extent of $17,535,769.18, for a total obligated and committed of 
$65,833,030.62, or 67.7 percent of the total funds available. 

Mr. Wiaaiesworrtu. Do you have an expenditure figure? 

Captain Currton. As of January 31 the expenditures were 
$37,164,157. 

Mr. WiacG.iesworrth. Is that also on a gross basis? 

Captain Cureton. That is on a gross basis; yes, sir. 

Admiral CLtextron. What was that figure? 

Captain Cureton. $37,164,157. 

Admiral CLexton. Is that as of December 31? 

Captain Currron. January 31. 

Admiral CLexton. January 31? 

Captain Cureton. Yes. 


MEDICAL CARE FOR DEPENDENTS 


Mr. Suepparp. I have one more question which I would like to ask 
before you take that up, Mr. Chairman. 

Mr. Wiaeteswortn. Yes, certainly. 

Mr. Suepparp. What is the number of doctors per 1,000 military 
personnel in 1954 and 1955? 

Admiral Puen. I do not believe we have the exact figures, but at 
the present time it is 3.26 per 1,000 personnel. That ratio has been 
gradually coming down. 

Mr. Suepparp. What does a lower percentage mean in terms of 
medical care? 

Admiral Puen. It means that we are having to cut down on our 
dependent care at several places. Your question was during the 
fiscal years 1954 and 1955? 

Mr. SHepparp. That is right. 

Admiral Puen. I was going to show you how it has fallen off, but 
right now it is 3.26 per A sasndh§ That means that we are not able 
ge as much dependent care as we had been accustomed to 

oing. 

Mr. SxHepparD. When you go into the field of not providing depend- 
ent care, is there any line of demarcation where, for the sake of the 
record and the committee’s information, we can determine the type 
of dependent care that you are eliminating completely under this 
type of operation? Is that worked out to a conclusion where you 
can give us some response along that line, or does it mean that you 
just do not take a certain kind of patient in the dependent category, 
irrespective of their problem? 

Captain Cureron. That has been left to the individual situation 
as it prevails in the various hospitals and dispensaries. 

In the Bureau we feel that the senior medical officers on the ground 
can best determine what the capabilities of their stations are with 
respect to their particular workloads, and they are authorized to 
reduce with respect to nonurgent care the number of things to provide 
to those people and of whom they do take care. ° 

Mr. Suepparp. Then, am I to conclude from your response, just 

enerally, that the result of the directive as to percentages emanates 
ae the directive from the Chief of the Bureau of Medicine and 
Surgery, or from some other source? 
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Admiral Pucu. They come from the Department of Defense, Mr. 
Sheppard. 

I think I should correct my statement to this extent, that the ratio 
at the present time is not down to 3.26 a thousand; 3.26 is the ratio 
we are directed to reach by the ist of July. Right now the ratio is 
not shown on this total, but it is a little bit more than 3.2. We are 
going down to that figure by the Ist of July. We will reach that 
actual figure in May, but we are not directed to reach it before the 
Ist of 

The reason we are reaching it in May is because we are losing 
doctors, and we cannot bring in replacements for them. 

Mr. SueEpparD. Did the directive, in its phraseology, indicate the 
field where the cuts should be made? 

Admiral Puaeu. No, sir; we were given that ratio and told to come 
down to that. 

Captain Cureron. It is implicit in our mission that, regardless of 
anything else, we must provide complete and adequate care for active- 
duty personnel. Dependent care, for example, is allowed only to 
the extent of personnel and facilities available after our primary 
mission is accomplished. 

Mr. Suepparp. In this instance it would not be indicative, at 
least to me, at the moment that it is due to a lack of finances. It is 
due to a lack of doctors and finances; is that correct? 

Captain Cureton. We have no difficulties with finances. It is a 
matter of personnel. 

Mr. SHepparp. It is purely one of doctors? 

Captain Currron. Yes, sir. 

Mr. SHepparp. In your present budget are you going to be allowed 
to pick up the slack in the number of doctors? You are presently 
dealing with that? I mean by that numerically, of course. 

Captain Curreron. Under the instructions under which we work 
we can only have this ratio of doctors, regardless of any amount of 
money we get. 

Mr. SHepparp. Well, do you feel, under the statement you made 
in your general presentation, that you are going to be able to supply 
the number of doctors necessary even to fulfill the retrenchment 
program I have just referred to? 

Admiral Pua. I think, Mr. Sheppard, that the Medical De- 
artment of the Navy cannot continue to fulfill the mission it has 
een fulfilling in the manner that it has been fulfilling it with less 

than four doctors per thousand active-duty personnel and to take 
care of the dependents that we have been accustomed to take care of. 
We begin to be pinched when we drop below four per thousand. 

We have contended that we need 4 per thousand and that we 
cannot do our job with less than 4 per thousand, that we cannot 
do it as we are expected to do it. 

Because of a higher degree of fragmentation of personnel the Navy 
requires a higher ratio of doctors than her sister services. 

e do not know what they have found from experience, but we 
know that the Naval service is more highly fragmented than the 
other services. 

We are taking care of people who are based ashore, people. who 
serve at sea, and people who serve in the air. 
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We have to take care of needs for aviation medicine, for submarine 
medicine, and we have to break up our number of doctors to take care 
of little units on small ships and that kind of thing. 

No differentiation has been made, or, at least, no significant dif- 
ferentiation has been made. We are told that all of the armed serv- 
ices must come down to a certain figure. 

Our contention has been twofold, first, that we cannot operate with 
less than four per thousand and second that the same estimate ap- 
plicable to the other services is not applicable to the Navy for the 
reasons which | have just stated. 

Mr. Suepparp. Off the record. 

(Discussion off the record.) 

Mr. WiaGieswortu. On the record. 


COMPARABLE RATES OF DOCTORS PER THOUSAND 


Mr. WieGcieswortn. I do not purport to be an expert in this 
field, but I recall that in our hearings a year ago the committee 
investigators pointed out, as you say, that the Navy ratio of doctors 
per thousand was higher than in other ser vices, that the Army was 
getting along with 3.4 per thousand, and that over a period of 44 
geen. from 1906 to 1950, the total number of doctors in the United 

tates had been about 1.3 per thousand of population, and that in 
60 percent of the States, representing approximately half of the 
population, the number had been 1 or less than 1 doctor per thousand. 
So, there would appear to be room for judgment as to how many 
should properly be allocated to the Navy, as well as the other branches 
of the service. 

Admiral Pua. That is true. 

We do not want more doctors than we need in order to fulfill the 
mission that we are expected to fulfill, but I might mention a few of 
the factors that would change the application of those figures. One 
is that they do not take account of the chiropractors and osteopaths 
and Christian Scientists and that kind of specialist. Some people 
would not want 4 doctor regardless, you know. 

Mr. WiaGLesworta. You do not asi many of those in the Navy. 

Admiral Pueu. But in civilian life they do have. Some people in 
civilian life go to the Christian Scientists, and they would have to be 
counted in that group. Also those who employ osteopaths and those 
who employ chiropractors and that kind of practice would make a 
considerable difference. 

We have a certain number of doctors devoted to the business of the 
examination of personnel, in an endeavor to assure that we bring 
into the service people who are more likely to prove to be assets to 
the service than liabilities. 

Then we devote a great deal of time and considerable personnel to 
preventing people from getting sick and injured. 

Then we have a number of doctors devoted to the care of those who 
do get sick and injured, and we have some of them in training at all 
times, and we have some of them devoted to research at all times. 
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OVERALL NUMBER OF MILITARY PERSONNEL 


Mr. WiacLeswortHh. What is the overall number of your military 
personnel—A, officers, and B, enlisted personnel? 

Admiral Puen. I can give you the net strength, sir, for 1954. The 
total number of officers in the Navy and Marine Corps is 97,978. 

That is the end strength as of June 30, 1954. The total number of 
enlisted men is 860,993, and the number of officer candidates is 6,582. 

Mr. WiaGLeswortH. And what are the comparable figures for the 
end of 1955? 

Admiral Puan. Officers, 92,755, and enlisted men, 804,250, and 
officer candidates, 6,909. 

Now, the totals of those two for 1954 are 965,553, and for 1955, 
903,914, 

NUMBER OF MEDICAL AND DENTAL OFFICERS 


Mr. WiaG.ieswortu. What is the medical and dental care picture? 

Captain Currron. Right now, Mr. Chairman, as of the 8th of 
March 1954 we had 3,946 medical officers. 

Mr. WiGGLeswortH. 3,946 medical officers? 

Captain Cureton. Yes, sir. 

On that date, or thereabouts the number of dental officers is 1,851. 
There are fewer than that now, and I would say a few less than 1,800 
dental officers. 

Mr. WiaeLeswortH. What are the corresponding figures estimated 
on June 30, 1953, and what do you estimate on June 30, 1955? 

Captain Currron. I can only give you the figure as of June 30, 
1955. 

Mr. 1955? 

Captain Cureron. Yes, sir; 3,295 physicians, and as of June 30, 
1954, 3,496 physicians. 

Mr. WiaGLeswortu. 3,295 on June 30, 1955? 

Captain Currron. Yes, sir. 

Mr. WiceteswortH. What is the dental picture? 

_ Captain Cureton. We will have to supply those figures for you, 
sir. 
(The matter referred to is as follows:) 


Dental officers 


MEDICAL DEPARTMENT PERSONNEL 


Mr. WiceLeswortu. Can you two give me the enlisted personnel 
figures? 

Captain Currron. I am afraid we will have to supply those for the 
record, sir. 

Mr. WiaeLeswortu. Well, it is a comparatively simple thing to 
subtract the number of officers you have given us from the total, is it 
not? 

Captain Cureton. We do not have a breakdown of nurses, Medical 
Service Corps and Hospital Corps officers. I think we should supply 
that for the record. 
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Mr. Wiceteswortn. I shall be glad to have them, but it is difficult 
for me to see how you can prepare or justify a request if you do not 
have at hand figures that are as fundamental as these. You just do 
not know, at the moment, how many people you have in your medical 
and dental setup? 

Captain Cureton. We do not have any breakdown as between 
officers and enlisted personnel. We can give you the total number. 

Mr. Wiaeiesworts. Let us have the total number. You have 
given us the number of officers, and we can subtract, if necessary. 

Captain Cureton. Asof June 30, 1954, the total military personnel 
will be 14,622 at BuMed-managed activities. 

As of June 30, 1955, it will be 12,423 at such activities. 

Mr. Wiae.eswortsh. That is medical? 

Captain Cureton. Yes, sir. 

Mr. Mow about dental? 

Captain Cureton. That is the total officer and enlisted military 
strength working in the medical program. 

Mr. Yes. 

Captain Cureton. As I said, we do not have a breakout of the 
exact number of nurses and the exact number of Medical Service 
Corps officers aboard at that time. 

Mr. Wiaeteswortn. Well, give us the best picture you can when 
you revise your remarks. 

Captain Cureton. We can give you the total and that will break 
down exactly, if you want it, I believe. 

(The matter referred to is as follows:) 


Medical department personnel 


End fiscal End fiscal End fiscal 
vear 1953 vear 1954 vear 1955 
Officers: 
Medical 4, 167 3, 496 3, 295 
Dental Corps... wha 1, 796 1, 931 1, 781 
Nurse Corps... 2,613 2, 363 2, 388 
Warrant Officer Hospital Corps..................----.---- 352 359 341 
9, 917 9,175 8, 868 
Enlisted: 
25, 850 26, 913 24,909 
4, 628 4, 234 3, 267 
Total, all medical department personnel. .-.....-..._...- 40, 395 | 40, 322 37, 044 


Captain Cureton. The reason, Mr. Chairman, that we do not have 
those detailed personnel figures broken down is because we do not 
budget for them. We calculate the total number of personnel only 
to determine how many installations we will budget for under this 
appropriation. 


MAINTENANCE AND OPERATION OF MEDICAL TREATMENT FAcILITIES 


Mr. WiaeLesworrn. This appropriation request is broken down 
into 10 budget activities, as appears from page 4 of the justifications, 
The first budget activity is the major project and accounts for con- 
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siderably more than half of the request. It is for “‘ Maintenance and 
operation of medical treatment facilities,’ and calls for $43,857,000 
in 1955, a decrease of $2,924,000 as compared with the current fiscal 
year. It is covered on pages 7 to 17 of the justifications, and is in 
turn broken down into two projects. 


MEDICAL CARE IN NAVAL HOSPITALS 


Project 1A, “Medical care in naval hospitals,” calls for $42,262,000 
in 1955, a decrease of $2,846,000 as compared with the current fiscal 
year, 

The justifications state: 

This project provides for medical care in naval hospitals for active duty Navy 
and Marire Corps personnel and other persons authorized by law to receive such 
care. The requirement hereunder contemplates maintenance and operation of 
29 existing naval hospitals, 4 of which are located outside the continental United 
States— 
and the 29 hospitals in question are listed on page 8 of the justifications. 

Is there any change in that list as compared with the current 
fiscal year? 

Captain Cureton. None, sir. 

Admiral Pucu. The same thing. 


COMPARATIVE PATIENT LOAD 


Mr. Wiccieswortu. Without objection we will insert page 10 
of the justifications at this point in the record, giving us a compara- 
tive summary of the patient load by category for the fiscal years 
1953, 1954, and 1955. 

(The matter referred to is as follows:) 


Comparative patient load 


As of Jan 
954 esti- 1955 esti- 
Category 1953 actual | 31, 1954, 
mate 1954 actual mate 
Active duty Navy and Marine Corps patients. -_--_- = 14, 098 13, 675 12, 626 12, 425 
Combat casualties. ._....... 754 325 419 

14, 852 14, 000 13, 045 12, 425 
Less Navy patients in nonnaval —813 —890 —769 
Total Navy patients in naval hospitals___._-_--- 14, 011 13, 187 12, 155 11, 656 
Add: Supernumerary patients: 
1, 655 1, 694 1, 695 1, 706 
Total supernumeraries--_---.......-------------- 3, 671 | 3, 722 3, 529 3, 455 
Total patients in naval hospitals. ..............-- 17,682 | 16, 909 | 15, 684 15, 111 


The requirements for Navy patients in nonnaval facilities are presented in 
detail in budget activity No. 6, ‘Medical care in nonnaval facilities,’ and are not 
included in this project. 

Mr. Wiaa.ieswortn. I notice that this shows an estimated decrease 
in overall patient load from 17,682 in 1953 to 16,909 in the fiscal year 
1954, and to 15,111 in the fiscal year 1955. 
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Can you give me some actual figure, in this connection, as of some 
recent date? 

Captain Cureton. The average for the month of January of this 
year is a total of 15,521 patients, of which 11,808 were active duty 
avy and Marine Corps patients, and 3,713 were supernumeraries. 

Mr. WiaGieswortn. By which you mean what? 

Admiral Puau. Navy dependents, retired personnel, and veterans. 

Captain Cureton. The average to date for the fiscal year 1954, 
that is, through January, was 15,684. Of this number 12,155 were 
active duty Navy and Marine Corps personnel, and 3,529 were 
supernumeraries. 

Mr. Wiaaieswortu. That is a 7-month average? 

Captain Cureton. Yes, sir. 


FINANCIAL REQUIREMENT BY RATE PER PATIENT DAY 


Mr. Wiaeiteswortu. Without objection we will also insert the 
table on page 15 of the justifications entitled, “Financial requirement 


by rate per patient day” in reference to the fiscal years 1953, 1954, 
and 1955. 


(The matter referred to is as follows:) 


Financial requirement by rate per patient day 


Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 
Obliga- Obliga- Obliga- 
_ tional re- =. tional re- a tional re- 
quirement quirement quirement 
| 
$4.77 $39, 759,804 | $4.68 ($28,902,000 | $5.00 | $27, 582,000 
Subsistence 1.93 | 12, 439,995 1.74 | 10, 703, 000 1.65 9, 087, 000 
Maintenance and operation.___......-.-.- 3.47 | 22, 406, 614 3.51 | 21, 666,000 3. 48 19, 194, 000 
Unadjusted gross requirement......| 10.17 | 65, 606, 413 9.93 | 61, 271,000 10.13 | 55, 863, 000 
Deduct: 
Utilization of inventory... | 2,444,194 .08 
Mandatory payroll 423, 918 .05 297, 000 .05 270, 000 
- Adjusted gross requirement._....... 9.72 | 62, 738, 301 9. 80) 60, 474,000 | 10.08 | 55, 593,000 
Replacement of reimbursable stores 
Postage |-------- 250, 000 |.....--- 325, 000 
Total,grass 62, 769, 757 |........ 60, 824, 000 56, 018, 000 
Total 15, 716, 000 |.......- 13, 756, 000 
Appropriation requirements. 44, 958, 305 |_....._- 45, 108, 000 |.......- 42, 262, 000 


Mr. Wicc.iesworrnu. This, I see, down at the bottom of the table, 
speaks in terms of ‘“Total gross requirements.”” That is, the requested 
appropriation, plus the anticipated reimbursements, as I understand 
it, for 1955 amount to $56,018,000? 

Captain Curpron. Yes, sir. 

Mr. Wiee._esworrn. And, similarly, in 1954 appropriation plus 
estimated reimbursements are $60,824,000? 

Captain Currron. Yes, sir. 

Mr. Wiaeateswortu. Then when the figures in the line below 
entitled, ‘Total reimbursements” are deducted you arrive at the 
figures for the portions of the overall request that are applicable to 
project 1A, is that correct? 
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Captain Cureton. That is correct, sir. 
Mr. WiaG.iesworrs. Off the record. 
(Discussion off the record.) 


STAFF REQUIREMENTS 
Mr. WiaeiteswortH. Without objection we will insert at this point 


in the record page 12 of the justifications. 
(The justifications referred to are as follows: ) 


Staff requirements } Fiscal year 


1955 
| 
Military: | | 
dl 8, 194 | 7, 499 | 6, 498 
| 6, 566 | 5, 749 | 
Total civilian. 9, 453 8, 443 
Total staff 19, 771. 


$3, 522 | $3, 522 | $3, 522 


Average pay Per man-year................-..-----.---..| 3, 254 | 3, 423 | 3, 51 

01 Funds: | 

y 10, 166, 646 | 9, 486, 000 | 8, 836, 000 
20, 593, 158 19, 416, 000 18, 746, 000 
30, 759, 804 28, 902, 000 | 27, 582, 000 


FINANCIAL REQUIREMENT BY RATE PER PATIENT DAY 


Mr. Wiacriesworrtn. | note that the table on page 15 entitled 
“Financial requirement by rate per patient day,” gives a breakdown 
in respect to fiscal years 1953, 1954, and 1955, speaking in each case 
primarily in terms of gross requirements, that is, not only funds appro- 
priated but funds received by way of reimbursements, which gives a 
total available in fiscal 1954 of $60,824,000 and in 1955, on the basis 
of the pending request, $56,018,000. 

1 note that in fiscal 1955 you estimate $27,582,000 as required for 
personal services. This estimate is about $1.3 million less than in 
the current fiscal year. It, however, reflects a per diem cost for 
personal services of $5 as compared to $4.68 in fiscal 1954 and $4.77 
in fiscal 1953. My understanding from what has been said off the 
record is that this overall figure of $27.5 million represents the appli- 
cation of an estimated requirement of 52 civilian personnel per 
hundred occupied beds and that the $5 per diem is derived by dividing 
the overall figure by the number of estimated patient days. Is that 
correct? 

Captain Currron. That is correct. 

Mr. Wiaeteswortnh. Is the 52 per hundred the same figure that 
you used in the current fiscal year, or does it vary? 

Captain Curreron. It is up 2 per hundred beds. Last year’s 
figure was 50 per hundred beds. 


Average salary 
| 


724 


Mr. WiceLeswortnh. And is that the explanation of the increase 
in the cost per diem from $4.68 to $5? 

Captain Currron. Not completely; that is part of it. 

Mr. WiaGLeswortH. What is the balance of it due to? 

Captain Curreron. The balance is due to two factors. One is a 
series of wage increases for unclassified or non-IVb employees which 
occurred during the fiscal year 1954 and has been projected into full 
year in 1955. The other is the plan, which was referred to in the 
statement that in 1954 and into 1955 the food service workers will be 
covered into the labor-helper-mechanic series of wage scales, which 
will cause us to increase the rate of pay of those personnel. 


SUBSISTENCE 


Mr. WigeLeswortns. What about the next item, for subsistence, 
for which you estimate a requirement for $9,087,000 at a cost per 
diem of $1.65 as compared with the 1954 figures of $10,703,000 and 
$1.74? 

Mr. Hickey. The figure of $9,087,000 is based on a $1.08 conti- 
nental ration rate multiplied by the number of patients and enlisted 
staff to get a total requirement which is $9,087,000. That total 
requirement, covering subsistence both for the patients and for the 
enlisted staff at the hospital, is divided by the total number of patient- 
days, which is approximately 5.2 million days, to get the per dien 
rate of $1.65 per patient per day. 

Mr. Wiaeiesworts. Well, I am not quite clear on the relation of 
the $1.65 to the $1.08. 

Mr. Hickey. The $1.08 is the individual ration cost but this $1.65 
is purely a statistic. It represents the total rations required at a 
hospital embracing both the patients and the enlisted staff, so it is 
more subsistence than just jabeleténc for the patients. Then when 
you divide that by the number of patient-days, you again come up 
with this higher statistic. 

Mr. Wiac.eswortn. Is there something in this figure other than 
the ration cost? - 

Mr. Hickey. There are two components, the ration cost per 
patient, which is $1.08, and added to that is the ratio cost of the 
enlisted staff. 

Mr. WiaciteswortH. What is that? 

Mr. Hickey. $1.08, but there is not as much staff as patients. If 
there were the same staff as patients the figure would be $2.16, but 
still there are not as much enlisted staff as patients. 

Captain Currtron. Except as this compares 1 year with another 
it does not mean too much to us, either. It is one of the forms we 
have to use in presenting the story. 

Mr. WiaeGieswortn. The ration cost is $1.08 for patients or for 
hospital personnel? 

Captain Currron. Yes, sir. 

Mr. Hickey. If you would look at the computation I think it 
would be clear. Are you interested in seeing how we arrive at $1.08? 

Mr. WiaeLteswortn. Off the record. 

(Discussion off the record.) 

Captain Currron. We calculate how many rations we will serve 
to all categories and then divide by patient-days. 
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MAINTENANCE AND OPERATION 


Mr. Wiaciesworts. Dropping down the table to “Maintenance 
and operation,” for which you want $19,194,000 at a per diem cost 
of $3.48 as compared with the 1954 figures of $21,666,000 and $3.51; 
what is the story on that? 

Captain Cureton. That is taking the actual per diem cost in 1953, 
which is the latest actual year, and multiplying that by the patient- 
days to get the other figure. There is, you will note, a l-cent increase 
because we have had to put in here the part of the cost of District 

ublic-printing services which distribute the blank forms used in the 
oanit 2? We have applied that cost to this which cause the 1-cent 
increase. This one we get the other way. We multiply the patient- 
days by the per diem cost and get the funds required. 


ADJUSTED GROSS REQUIREMENT 


Mr. WiaGLeswortH. You come out with what you call an adjusted 
gross requirement of $10.08 per day as compared with $9.80 in fiscal 
1954 and $9.72 in fiscal 1953. That increase is more than explained 
in your personal services item? 

Captain Curreron. We have a decrease in 2 items and an increase 
in 1, per diem cost. I would like, if I may, Mr. Chairman, at this 
point to point out that the increase of two in the civilian staffing ratio 
is more than offset by a decrease in the military personnel on the staff. 

Mr. WiaeiesworrnH. You have given us a ration rate continental 
of $1.08 and overseas of $1.15. That is what it comes down to, is 
it not? 

Captain Cureton. Yes, sir. 

Mr. WiaGieswortH. Are those rates in agreement with the rates 
under the military? 

Captain Curreron. They are with one exception, that is, that in the 
additional amount for tubercular patients the Marine Corps appro- 
priation rounded down to 16 cents and the Bureau of Naval hse uae 
rounded up to 17 cents. 


INTERDEPARTMENTAL RATE 


Mr. Wicca.iesworrn. In your general statement you gave us a figure 
of $14.13 per patient-day for fiscal 1953. What is the so-called inter- 
departmental rate? 

Mr. Hickey. In 1954 it is $14.75 and $17 planned for fiscal 1955. 

Mr. WiccLEsworTa. What is the relationship of that $17 to the 
$14.13? 

Captain Cureton. There is no relation, sir, except as the $14.13 
contributes to the overall average cost per patient day in all govern- 
mental hospitals. 

Mr. Hickey. The departmental rate is based on the average of all 
Federal hospitals. 

Mr. Wiac.esworts. As I recall, you gave us that overall figure 
earlier this morning? 

Mr. Hickey. Yes, sir. 

Mr. Wiceciteswortnh. Any questions on project No. 1A, Mr. 
Ostertag? 
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OBLIGATIONS PER PATIENT DAY 


Mr. OsrertaGc. Admiral, in your statement of a year ago to the 
committee you pointed out that— 
the estimated obligations per patient day are $9.31 as compared with a rate of 
$9.89 per patient day in the current fiscal vear. 

That statement was made 1 year ago. I am not referring to your 
present statement. Is that the comparison to the figure on page 15 
of the justifications of $10.08? 

Admiral Pueu. That is right, sir. 

Mr. Osrertac. Then, actually, the obligations per patient day 
last year, instead of being $9.31 were actually $9.80? Is that correct? 

Captain CuRETON. That is the increase in the pay of civilian 
employees that caused that difference, Mr. Ostertag. 

Admiral Pucu. Plus the fact that there has been an increase of 
two in staff in proportion to the number of patients. Is that correct? 

Captain Currron. That was not taken into consideration this 
year. The figure we quoted last year as to what would occur in 1953 
was estimated at that time. This is the final figure as far as fiseal 
1953 is concerned. 

UNLIQUIDATED OBLIGATIONS 


Mr. Osrertac. Do you have a record of your unexpended unobli- 
gated balances as of June 30, 1953? 

Mr. Hickey. It was shown earlier on the green sheets on page N-16— 
19. That gives you the unliquidated obligations at the end of fiscal 
year 1953 of $22,303,842 which is carried over into 1954. At the 
end of 1954 we estimate unliquidated obligations of $21,204,392 which 
is carried over into 1955. 


PERSONAL SERVICES 


Mr. Ostertac. Maintenance and operation of medical treatment 
facilities, as I understand it, provides for the operation of naval 
hospitals and the general functions involved in medical care. Does 
it include personal services? 

Captain Cureton. For civilian personnel only. 

Mr. OsrertaG. For civilian personnel only? 

Captain Cureton. That is correct, sir. 

Mr. Ostertaa. If you gave the ratio to Mr. Wigglesworth, will 
you kindly repeat for me? 

Captain Currron. Of personal services? 

Mr. Ostertaa. Yes. 

Captain Cureton. It is 52 per 100 oecupied beds for civilian per- 
<r and 65 military personnel or a total of 117 staff for 100 occupied 

eds. 

Mr. OstertaG. Then the major increase in your financial require- 
ments so far as patient-days are concerned is in personal services? 

Captain Curzton. That is correct, sir. That is the only increase. 
There is a decrease in subsistence and in maintenance and operation. 

Mr. Ostertrac. And that is predicated on the faet that you will 
have fewer patients but maintain a higher rate 
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Captain Curreton. No, sir. It is because there is an increase in 
the rate of pay of unclassified employees. 

Mr. Ostzrtac. That is the basic reason for the increase in personal 
services paid? 

Captain Cureton. Yes, sir. There is an increase of two in the 
staff. That contributes part of it. 

Mr. Ostertac. That is all I have. 


INTERDEPARTMENTAL REIMBURSEMENT 


Mr. Wiaeieswortu. Does the $17 interdepartmental reimburse- 
ment, go 100 percent into your funds? 

Mr. Hickey. We will receive that money to reimburse us less an 
amount which is transferred to the Bureau of Naval Personnel to pay 
for the increased military personnel whom we will need to take care 
of Veterans’ Administration beneficiaries. 

Mr. WiaeurswortH. What does that amount to? 

Mr. Hickry. Approximately $1 million a year. 

Mr. WiceieswortHh. What part of the $17 is it? 

Mr. Hickry. We receive $12.62 out of the $17 and the balance 
goes to the Bureau of Naval Personnel. 


STAFF RATIO PER HUNDRED BEDS 


Mr. WiaeLeswortH. When you gave a figure earlier of 52 per 
hundred occupied beds, that, of course, was civilian personnel alone; 
was it not? 

Captain Currron. Yes, sir. 

Mr. Wieeiesworru. If you include the military personnel, what 
is the ratio? 

Mr. Hickey. 117 per hundred occupied beds, which is the same 
ratio as for 1954. The increase of 2 in 1955 is due to the loss of 2 
per hundred military staff. 

Mr. Wiceieswortu. Captain Cureton testified last year they 
were planning a staff ratio of 112 per hundred. 

Captain Currron. The difference there, going from 112 to the 
projected rate of 117, is due to the fact that as long as we operate 
the same number of facilities the staff cannot come down in the same 
ratio as the number of patients because we have to operate the same 
wards generally, but, more importantly, there is a large part of the 
staff who are not directly related to patient care. For example, we 
require the same number of firemen to protect the facilities even 
though the patient load does decrease. We require essentially the 
same number of maintenance personnel. The categories in direct 
relationship to the patients are primarily the nursing people and the 
food-service people. The others are relatively static unless we close 
up a part of the hospital. 

Mr. WieeLeswortH. Any questions, Mr. Sheppard? 

Mr. SHepparp. The formula for the budget under consideration 
is essentially the same as in prior years? 

Captain Curgron. Yes, sir. 

Mr. Sueprarp. No further questions. 
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SPECIALIZED MEDICAL FACILITIES 


Mr. Project 1B, “Specialized medical facilities,” 
calls for $1,595,000 as compared with $1,673,000 in the current fiscal 
year, and apparently provides for the maintenance and operation of 
specialized medical facilities, other than hospitals, under the manage- 
ment control of the Bureau of Medicine and Surgery, including 2 
naval dispensaries, 6 dental clinics, 7 preventive-medicine units, and 
17 naval station dispensaries. The justification states further that 
the estimates based on individual-station analysis indicate a need in 
fiscal year 1955 for 83 man-years of employment as compared with 
80 man-years in the current fiscal year and in fiscal year 1953. 

A breakdown of this request appears on page 17 of the justifications. 

Any questions on project 1B, Mr. Ostertag? 

Mr. Osrertac. No questions. 

Mr. Mr. Sheppard? 

Mr. SuHepparp. No questions. 


Hosprtau Faciuitires IN THE CANAL ZONE 


Mr. Wiaciesworts. Last year you will recall there was consider- 
able discussion about hospital facilities in the Canal Zone, and an 
investigation made by the General Accounting Office backing up a 
survey made by Major General Rice indicating that a saving of 
$1,600,000 could and should be realized by reducing the number of 
hospitals from 4 to 2. A letter addressed to me dated June 1, 1953, 
by Dr. Melvin A. Casberg, Assistant to the Secretary of Defense for 
the health and medical field, stated that, among other things: 

I agree that Fort Clayton Hospital should be closed and Gorgas Hospital 
utilized for all hospitalization on the Pacific side of the Canal Zone, and that 
Colon Hospital should be closed and Coco Solo Naval Hospital be utilized for 
all hospitalization on the Atlantic side of the Canal Zone. 

In February, when the Secretary of the Navy was here, he indicated 
that plans were pending for closing two of the hospitals and that we 
might expect the desired results to be accomplished in the near future. 
Can you add anything to that in regard to the status of the matter 
now? 

Admiral Puen. Mr. Chairman, it was the understanding of the 
Bureau of Medicine and Surgery at the close of the hearings before 
this committee last year that the issue had been settled in Panama 
and that the Congress and the Department of Defense had reached 
an agreement and as a part of that agreement the Navy was to con- 
tinue to operate its hospital at Coco Solo. We therefore requested 
apportionment of sufficient funds to allow us to operate the hospital. 
The committee also last year directed that the Army cause to be placed 
in reserve an amount which would adequately represent the savings 
that would accrue when the consolidation occurred, and the Navy has 
been ready to implement any plan with respect to the hospitals in 
Panama that we might receive directions to implement, but we have 


not received such directions. We have continued to operate our own 
hospital and the other hospitals have continued in operation. 

In January of this year Mr. Fogler, Assistant Secretary of the 
Navy, did go down there and he came back and made a recommenda- 
tion. That recommendation did not coincide exactly with the plan 
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that was supposed to have gone into effect a year ago in that Mr. 
Fogler’s recommendation was that the Navy continue to operate Coco 
Solo but that the Army continue to operate Clayton. A year ago the 
plan was for the Army to get out of Clayton and for the Navy to 
continue to operate Coco Solo. There never has been a recommenda- 
tion by any committee to my knowledge that the Navy cease to 
operate Coco Solo. 

Mr. SHepparp. On the contrary, I believe the recommendation was 
that the Army discontinue the other hospital. 

Mr. Wiae._eswortu. Clayton was to be closed and Gorgas Hospital 
utilized for all hospitalization on the Pacific side of the Canal Zone 
and Colon Hospital was to be closed and Coco Solo utilized for all 
hospitalization on the Atlantic side. 

Admiral Puau. We have been ready to put that plan into operation. 

Mr. WiaGiesworrtnH. But as far as you know all four hospitals are 
in operation at the present time? 

Admiral Puan. Yes, sir. 

Row 3 OstrertTAG. Did you base your appropriation request on that 
plan? 

Captain Cureton. We did not increase the capacity. We stood 
ready to do so. The funds were made available to us but have not 
been expended because the patients did not show up. 

Mr. OsrertaG. I am not referring to any increase in your facilities 
but rather the additional load resulting from the closing of Clayton. 

Captain Cureton. We have stood ready month by month to take 
care of them should they appear. There was at one time a question 
if the Canal Zone should close Colon Hospital, they had certain 
employees under contract and we proposed to take over their con- 
tracts and continue to employ them to facilitate the consolidation. 

Mr. OstertaGc. Did the Navy negotiate with the Army in any 
way on this consolidation proposition? 

aptain Cureton. I might start out by pointing out that on June 
8, 1953, or 7 days after the date of the letter addressed to this com- 
mittee, the Secretary of Defense assigned to the Secretary of the Army 
the responsibility of conducting a survey in the Panama Canal Zone 
on duplication of activities between the armed services and the Panama 
Canal Zone. Since that date the Department of the Navy has been 
rendering every assistance to the Secretary of the Army and the 
Secretary of Defense to establish a policy. Mr. Fogler went down 
there in January of this year in company with the Under Secretary 
of the Army to make a survey and he made his report of his findings 
down there and, incidentally, the reason for recommending a change 
from the original proposal was that in his opinion the Clayton Hos- 
pital would be a more economical operation than the Gorgas Hospital 
and would be adequate to serve the patients so he recommended that 
Gorgas Hospital be closed and that Fort Clayton Hospital remain 
open for the Pacific side. My understanding is that the delay has 
been due to the lack of ability of the services to provide hospitalization 
for dependents in a Canal Zone hospital because appropriated funds 
may not be used to carry a part of the cost of hospitalizing dependents 
in a nonmilitary hospital. 

Mr. SHepparp. Off the record. 

(Discussion off the record.) 
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Captain Currron. The Navy has been willing to go along and 
support legislation to take care of that matter or anything else the 
Secretary of Defense might direct us to do. We, of course, cannot 
take patients who are not sent to us. 


EpvucaTion AND TRAINING 


Mr. WicGLeswortu. Budget activity No. 2, “Education and train- 
ing,”’ requests $3,075,000, a decrease of $474,000 compared with the 
current fiscal year. It is covered in pages 18 to 31 of the justifications 
and is broken down into 4 projects, 3 of which reflect decreases and 
1 the identical amount as compared with the current fiscal year. 


MAINTENANCE AND OPERATION OF MEDICAL DEPARTMENT SCHOOLS 


The principal item is for maintenance and operation of Medical 
Department schools under project 2A, and the justification indicates 
this is in respect to Medical Department schools which provide 
training near naval training centers and at locations where qualified 
training personnel and adequate equipment are readily available. 
How many of these Medical ‘TDepastiient schools are involved? 

Captain Cureton. There are three schools in Bethesda—the Naval 
Medical School, the Naval Dental School, and the Naval School of 
Hospital Administration. 

There are Hospital Corps schools at Bainbridge, Md.; Great Lakes, 
Ill.; San Diego, Calif.; and Portsmouth, Va. There are dental tech- 
nician schools at Great Lakes, Ill.; San Diego, Calif.; and Bainbridge, 
Md. And there is a school at the naval hospital at Oakland, Calif. 

Mr. Twelve overall? 

Captain Cureton. Yes, sir. 

Mr. Wiceieswortn. The justification also states that the funds 
requested will provide for 7,080 students to be graduated in fiscal 
year 1955 as compared with an estimated 7,185 in 1954 and an actual 
10,175 in 1953. 

There is a description of the various types of schools and tables in 
the succeeding pages. Have you any itemized breakdown, by school, 
of this maintenance and operation item? 

Captain Cureton. Yes, sir. 

Mr. Wiectesworts. The table which you have handed me shows 
cost of maintenance and operation of medical schools for fiscal years 
1953, 1954, and 1955. How much of this $2,460,000 is operation 
and how much is maintenance? 

Mr. Hickey. Maintenance and operation totals $1,407,000 in 1955, 
as shown in the table on page 22 of the budget, at the bottom of the 

age. 
Wiac.eswortn. In other words, of the $2,460,000, the total 
for personal services is $871,000, training films, $182,000, and main- 
tenance and operation, $1,407,000, the latter figure comparing with 
$1,841,000 in the current fiscal year. 

Any questions on project No. 2A, Mr. Ostertag? 


NAVAL MEDICAL SCHOOL, BETHESDA 


Mr. Osrerragc. What is the general nature of training at the 
Naval Medical School? 
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Admiral Pueu. At Bethesda? 

Mr. OsrertaG. Yes. Is that a postgraduate training school? 

Admiral Puan. Yes. The Naval Medical School was originally 
set up to provide special types of training to doctors in the Navy to 
better equip them for the practice of naval medicine, and also to give 
them special instruction in diseases that they might encounter over 
the world that they had not had an opportunity to deal with in their 
regular medical schools here. ‘That was the original function of the 
school. The school at Bethesda takes care of all the laboratory work 
for the naval hospital. It aoes a number of things other than just 
the instruction of medical officers. We conduct classes for reserves 
in the medical aspects of atomic energy, radioactive isotopes, and that 
sort of thing. We also have several classes of hospital corpsmen 
undergoing instruction in X-ray techniques and laboratory techniques 
of the more advanced type than they would have had in just the ordi- 
nary schools. And we have in the Bethesda school an advanced course 
in pharmacy for hospital corpsmen. We prepare there a number of 
pamphlets and brochures which are used all over the Navy and all 
over the world. 

GRADUATES OF SCHOOLS 


Mr. OsrertaG. In your justifications you speak of 7,080 students 
to be graduated in fiscal year 1955 as compared with an estimated 
7,185 in 1954. Does that mean that these are postgraduate students? 

Captain Cureton. The number includes postgraduate medical 
officers; postgraduate dental officers; nurses; and it also includes the 
hospital corpsmen taking the basic training courses at the Hospital 
Corps schools, where they get their first introduction into the profes- 
sion of medical care. They become practical nurses first and then 
later on if they show progress and have ability they are advanced to 
some of the more advanced schools where they take special training 
in a speciality such as a laboratory technician. 

Mr. Ostertaa. But not medicine as such? 

Captain Cureton. No; no undergraduate training in medicine as 
such. They are only trained for the skills required to operate our 
Medical Department. We train them only for our needs. 


RATIO OF CAREER TO RESERVE OFFICERS 


Mr. OsrertaGc. Admiral, in your statement you pointed out that 
less than 34 percent of the medical officers are career officers. Would 
you care to comment on how you establish responsibility, and maintain 
a balanced program of medical services and requirements as between 
career, Reserve, training, and other aspects of trained personnel 
required to operate the Navy’s hospitals and medical care institutions? 

Admiral Pucu. Except for the senior administrative billets, Mr. 
Ostertag, we make no distinction between the assignment of Reserve 
and Regular officers. 

Mr. Ostertac. I am not referring to assignments as such, but how 
your overall program is manned and how it is balanced. In other 
words, what percentage are reservists, and how do you obtain all the 
medical officers you require? 

Admiral Pven. We have currently about one-third Regular career 
officers and two-thirds Reserves. We know from past experience that 
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the optimum distribution is two-thirds Regulars and one-third Reserves. 
At present we have to get along with a number of very short-term 
officers who are in the service by reason of the doctors draft law. 
Some have only 15 months to do, depending on how much prior service 
they have had. That necessitates much movement over the map of 
doctors, and it is conducive to one of the things complained of a great 
deal, and that is frequent moves. If we had more ear we could 
maintain a corps of greater stability and would not have to move the 
doctors so often. It is true that this group of young Reserve doctors 
we have had the services of as an indirect result of the doctors draft 
law have been an excellent group. Priority I, the priority which is 
now in the majority in the services, Army, Navy, and Air Force, are 
young doctors who have completed residency training and are ex- 
tremely competent doctors and that is one of the reasons we have had 
such a low hospital rate and why the health of the Navy has been so 
good, but it has the disadvantage that we only have them for a short 
while. 

Mr. OsrertaG. You point out in your statement that under certain 
circumstances the percentage of career officers is expected to decrease 
to lower levels. 

Admiral Puan. Yes, because we have become more lenient in our 
policy for releasing Regular officers. Any officer who has had 3 
years’ duty and is not obligated for further duty by virture of having 
received @ course at the Government’s expense is eligible to leave the 
service by resignation. 

Mr. Ostertac. In other words, after they have reached the point 
of having completed specialized training they are ready to go out in the 
civilian world and practice? 

Admiral Puen. If he gets a course of specialized training in the 
Navy, he must serve an additional term. The line releases its officers 
at the end of 4 vears but they made an exception in the Medical and 
Dental Corps. 

DOCTORS AND DENTISTS DRAFT ACT 


Mr. Osrertrac.- Would you care to comment on what is wrong with 
the Doctors and Dentists Draft Act? 

Admiral Puan. One of the things that makes it difficult to operate 
is that we have use of these physicians and dentists for too short a 
period of time. Let us consider a young doctor who goes to Korea 
to serve with the Marines. We first send him to Camp Lejeune for 
indoctrination and then he goes by air or surface ship to Korea 
where he gets broken in on the site and thus he will not have been 
there but a few months until he has to start packing up his belong- 
ings to come back to the States for separation. It would be better 
if these doctors were made available for 3 vears rather than 2—2 
years is the maximum length of time for which we have anvone even 
if he had no previous service; it depends on how much previous service 
he has had as to how long he must stay, but he may stay for as little 
as 15 months. I personally have never been able to reconcile myself 
with the idea of having to have a draft law to- force medical and 
dental officers into the service. It has been necessary, but I abhor 
the idea of its necessity. These individuals when they come in are 
not evergoing to be as satisfied as if they had come in under their 
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own power. Incidentally, the Navy has never drafted a medical 
officer yet. We have never gone to Selective Service. We know we 
would not be getting the necessary doctors without the draft law, 
but we so far have filled our quota by permitting doctors to come in 
voluntarily, nevertheless they come in subject to release under the 
draft law. However, we will have to go to Selective Service for our 
next consignment. We are at the bottom of the barrel. 

Mr. OstertaGc. As you know, the doctors and dentists draft law 
has been the subject of wide discussion, particularly of late, as to the 
looseness with which this law is applied and the question of promoting 
and releasing officers because of the fact they are bad security risks. 
Would you care to comment as to what steps are taken in connection 
with the screening of these officers when they are brought into the 
service under this act? 

Admiral Pucu. They must be pretty thoroughly screened. It 
requires about 3 months between the time we serve notice upon an 
officer that he is going to come in for active duty and the time he 
actually comes in. 

Mr. Osrertrac. When an officer is questionable and a decision is 
reached to release him from the service, do you interpret the doctors 
and dentists draft law to mean that you must promote him if a 
promotion is due? 

Admiral Pucu. These doctors that have come into the Navy have 
been members of the Reserve. The law requires a Reserve doctor to 
fulfill certain obligations in order to be eligible for promotion. He 
acquires points for 2 purposes, 1 to be promoted and 1 toward 
retirement. When the doctors belonging to priority II became eligible 
for the draft, most of that group had been very busy in schools, get- 
ting their residencies and so forth, and had not fulfilled the require- 
ments for points so that they would be promoted in the normal process, 
and therefore we were bringing into the service this group of doctors 
with the rank of junior lieutenant. Some of their contemporaries 
who had not been so engaged in the pursuit of their professional studies, 
even though they had attended the same classes, would be coming in 
with the rank of lieutenant because they devoted time to earning 
“points.”” There was special provision made to promote all that 
group of junior lieutenants and they were all promoted but that was a 
matter about which there was considerable debate and unhappiness 
until that inequity was remedied. That has been taken care of. 


SCREENING FOR SECURITY REASONS 


Mr. Ostertaa. If it is felt or determined that an officer’s loyalty is 
questionable, is he entitled to an automatic promotion on discharge? 

Admiral Puan. If there is any question about his loyalty he would 
not remain in the Navy. He would not get in, in the first place. 

Mr. OstertTaG. Assuming you were releasing him for that reason, 
would you give him a promotion upon discharge? 

Admiral Pucu. That would have to be determined by another 
echelon. I would say no, he should not be. 

Mr. Ostrertac. I would too. 

Admiral Puen. I want to say we screen all our Reserves exactly the 
same as we do the Regulars. 
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(The following additional explanation was furnished for the record:) 


However, as soon as we have to depend on drafted physicians and dentists 
instead of our own screened Reserves, we will be in a position where our screening 
and our promotion policies will be governed to a large extent by the provisions of 
the doctor draft law. Our actions and our authority may be somewhat limited 
by the attitude of the Selective Service Commission in respect to our rejection of 
doctors made available to us under the doctor draft law. We may not be per- 
mitted to have additional doctors made available if we reject those offered to us. 
It is understood that the Department of Defense and the Armed Services Com- 
mittee are collaborating in a study of the problems arising from the drafting of 
apparently disloyal physicians and dentists. There may well be required some 
legislative action in respect to the doctor draft law as well as other pertinent laws. 

Admiral Ctexton. The Chief of Naval Operations for Personnel 
testified when he was here that in addition to meeting the require- 
ments of law he would have to meet the requirements of loyalty and 
performance of duty and things of that sort before he could be pro- 
moted, so that promotion would not be automatic. 

Mr. Osrertac. I was interested to learn of your participation in 
the handling of such matters which, of course, in the final analysis, 
would be under the jurisdiction of the Chief of Naval Operations for 
Personnel. 

Admiral Puaeu. All the screening is done by the Chief of Naval 
Intelligence which is under the Chief of Naval Operations. 


AFTERNOON SESSION 


Mr. WiaG.Leswortu. The committee will come to order. 


TRAINING IN NAVAL HOSPITALS 


Turning to project No. 2B, Training in naval hospitals, requests 
$380,000 as compared with $420,000 in the current fiscal year to 
provide, according to the justifications, for the services of highly 
trained civilian specialists as professional lecturers at the larger 
naval hospitals, which have been designated as teaching hospitals. 
How many of these teaching hospitals are there? 

Captain Cureton. Nine of them. 

Mr. WiaaieswortH. The justification also states that $332,000 
of the total is to provide for 6,640 lectures by highly trained civilian 
specialists at a cost of $50 per lecture, and that these lectures include 
19 different medical specialty subjects. 

There is also included $45,500 for formal training in dental special- 
ties, $1,000 less than the current fiscal year; and $2,500 for the estab- 
lishment of a lecture training program for Nurse Corps officers in the 
larger naval hospitals. 

These 6,640 lectures constitute courses in 19 different subjects; is 
that right? 

Admiral Puan. Yes, sir. 

Mr. WiceLeswortH. In other words, about 330 lectures per 
subject and those subjects are taught at 9 different teaching hospitals, 
which makes an average of, say, about 32 lectures per course per 
hospital. 

Captain Curreron. Mr. Chairman, it may not work out exactly 
that way because not all of the 9 hospitals are teaching all of the 19 
specialties, and the thing is set up so that the resident training students 
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in the hospitals are getting adequate instruction in their particular 
course of residency. That averages out very well. 

Mr. WicGieswortn. Are those courses on a 12-month basis? 

Captain Currton. Yes, sir. 

Mr. WiaeieswortnH. Do they constitute the total instruction or is 
there other instruction? 

Captain Currron. There is a great deal more instruction. These 
men are members of the staff while they are under instruction and 
they are given bedside instruction and clinical instruction in addition 
to that. These lectures are to augment their training in the hospitals 
with certified board men from civilian life when we do not have a 
sufficient number of specialty board certified medical officers in the 
Naval Establishment. 

Mr. WiaGLeswortH. Any questions on project 2B? 

Mr. SuepparpD. No questions. 


TRAINING IN CIVILIAN INSTITUTIONS 


Mr. Wiae.eswortnH. Project No. 2C, Training in civilian institu- 
tions, requests $143,000 as compared with $162,000 in the current fiscal 
year to provide essential specialized training not available within the 
Navy for the officer personnel of the Medical Corps, Dental Corps, 
Medical Service and Hospital Corps, Nurse Corps, and for enlisted 
hospital corpsmen. 

There is $50,000 requested for Medical Corps officers, apparently 
for training 194 officers. Are these student officers or Regular officers? 

Captain Cureton. They are Regular officers, sir. These courses, 
Mr. Chairman, are those particular subjects that are required as a 
part of their specialty training where the requirements of the instrue- 
tion are such that it would be uneconomical to set up to teach them 
in the small number we have, and it is more economical to send them 
for the necessary time to established civilian schools where they can 
get the training in company with civilians who are also taking the 
courses there, and they vary from time to time as the Regular person- 
nel of the Navy come to that point in their training program where 
they are ready for these particular courses. 

Mr. WiaeieswortH. About $250 average per officer? 

Captain Cureton. Yes, sir. 

Mr. WiGcGLEeswortnH. $27,000 is requested for the training of 229 
Dental Corps officers. 


MEDICAL SERVICE CORPS AND HOSPITAL CORPS OFFICERS 


$30,000 is requested for training 58 Medical Service Corps and 
Hospital Corps officers. That is a little more expensive, about $500 
per officer. 

Captain Currron. The variance in those costs is explainable 
by the length of the course. Most of the Medical Service Corps 
courses are a full 9 months academic year, whereas many courses 
for Dental Corps officers are shorter courses of 3 months or so. 

Mr. WiaGLeswortH. $34,000 is requested to train 79 Nurse Corps 
officers. That will run up around $425 per officer? 

Captain Currton. Yes, sir. 

Mr. WiaeieswortH. And $2,000 is requested for the training o 
35 Hospital Corps enlisted personnel. 
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MEDICAL AND DENTAL PERIODICALS 


Project 2D, “Medical and dental periodicals,” requests $92,000, 
the identical figure made available in the current fiscal year, accord. 
ing to the justifications for the purpose of supplying Medical Depart- 
ment personnel with information regarding the latest research and 
technical advances in the fields of medicine and dentistry. 

Any questions on projects 2C or 2D, Mr. Ostertag? 

Mr. Ostrertac. No questions. 

Mr. Mr. Sheppard? 

Mr. Suepparp. No questions. 


MeEDIcAL SERVICES, SUPPLIES, AND EQuiIpMENT AT OTHER FACILITIES 


Mr. WiGGLeswortH. Budget activity No. 3, “Medical services, 
supplies, and equipment at other facilities,’ request $10,697,000, or a 
decrease of $789,000 compared with the current fiscal year. The 
justifications state that these funds are to provide for salaries of 
civilian personnel, and technical medical and dental supplies, equip- 
ment and services for personnel on ships and at station dispensaries 
and infirmaries located throughout the world that are not under the 
management control of the Bureau of Medicine and Surgery. 

Where is the management control? 

Admiral Puau. That depends on where the dispensaries are. 

Captain Cureton. The difference is that we pay the cost for the 
technical medical supplies and equipment and we pay the salaries of 
technical personnel such as nurses, psychologists, and that category 
of personnel and they pay all the routine maintenance, upkeep, and 
nontechnical costs for facilities. Our requirements in this budget 
activity are very largely medical supplies and equipment. 

Mr. WiaGLeswortn. | notice the statement that requirements 
within this activity are an accumulation of those engendered by more 
than a thousand nonmanaged medical and dental units in providing 

medical and dental care at recruiting stations, shipyards, supply 
depots, ordnance plants, ammunition depots, air stations, aboard all 
ships including hospital ships, and at Marine Corps posts, camps, and 
stations. 

There is a breakdown of the request on page 35 in respect to fiscal 
years 1953, 1954, and 1955 which shows a decrease in the rate per 
man from $11.85 in fiscal 1953 to $11.81 in fiscal 1954 and $11.47 in 
fiscal 1955. 

Any questions on budget Activity No. 3, Mr. Ostertag? 


PROCUREMENT OF CONFISCATED NARCOTICS 


Mr. OsrertaGc. Admiral, do you have any working arrangement 
with other branches of the Government in connection with narcotics, 
that is, the use of narcotics that have been confiscated by the Treasury 
Department? 

Admiral Pucu. We operate in all of our. dealings with respect to 
narcotics in accordance with the existing laws that apply to any type 
= medical activity. Perhaps Captain Cureton had better reply to 
that. 

Captain Currron. The handling of that, Mr. Ostertag, is based 
on several factors. When narcotic drugs are confiscated and after 
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examination by the Bureau of Narcotics are found to be suitable for 
use, all procurement of medical supplies for the Army, Navy, and 
Air Force is cleared by them and procurement in the open market is 
made only after obtaining a license from the Narcotics Bureau. In 
the event they have supplies that will supply the need, no matter 
what source they were obtained from, we buy those instead of buying 
them from the open market. So that all procurement of narcotics by 
the Medical Departments of the military is done under permit from 
them and therefore they are able to substitute anything they have 
prior to our going in the market for them. 

Mr. Ostertaa. I believe this question came up last year. 

Captain Cureton. I think so, yes, sir. 

Mr. Osrertac. And this committee, through other sources, learned 
that there happened to be tremendous supplies in the hands of the 
Government itself which might lend itself to the proper utilization by 
the armed services, not just the Navy alone but the armed services 
generally. Has there been any change in the policy or practice since 
a year ago? 

Captain Cureton. In the last 7 years to my personal knowledge 
all procurement of narcotic drugs for the military Medical Departments 
has been by permit from the Narcotics Bureau. When we submit 
our requirements to the Narcotics Bureau we have to rely on them to 
tell us whether to obtain it from stockpiled material or from commer- 
cial sources. I understand there is a stockpiling program of strategic 
materials which includes narcotics. Whether or not they may have 
at any time seen fit or may not have see fit to release any of that 
stockpile to satisfy our requirements, we would not know except as we 
get permits to buy with instructions as to where to place our orders, 
whether to get it from federally owned supplies or from civilian 
sources. 

Mr. Osterraa. That is all. 

Mr. Mr. Sheppard? 

Mr. Suepparp. You follow the same procedure with respect to the 
procurement of narcotics now that you have for some time in the past, 
do you not? 

Captain Cureton. Yes, sir. 

Mr. SuHepparp. No further questions. 


NONRECURRING PROCUREMENT OF MEDICAL SUPPLIES AND EQUIPMENT 


Mr. WicGLeswortu. Budget activity No. 4, “Nonrecurring pro- 
curement of medical supplies and equipment,’’ requests $903,000 
compared with $6,697,000 in the current fiscal year. There is a 
breakdown on page 36 of the justifications by projects, 9 in number, 
for 6 of which there is no request for any new funds. The requests 
for the other three projects, initial outfits, major repairs and improve- 
ments, and vehicles, construction and handling equipment, are in 
each instance considerably below the requests for the current. fiscal 
year. 

INITIAL OUTFITTING FOR SHIPS AND STATIONS 


Page 37 of the justifications indicates that of the $313,000 requested 
for initial outfitting for ships and stations, $84,000 will be required 
for ships currently scheduled for initial outfitting during fiscal year 
1955, and $229,000 will provide for the procurement of medical equip- 
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ment for station dispensaries and infirmaries that will be activated, 
expanded or converted in fiscal year 1955. 


How many of these dispensaries and infirmaries will be activated? 
Mr. Hickey. There are eight projects involved. vj 
Mr. Wiccieswortn. Eight new projects? vic 
Mr. Hicxny. No. Some are augmentations. agi 
Mr. WicGLeswortu. How many new ones are there, or how many q cal 
are to be activated? 
Mr. Hickey. There are none of them that are new stations. — oo 
Mr. Wicciesworrtn. And there are none that have been stations F rh 
in an inactive status that are to be reactivated? : | 
Mr. Hickey. That is correct. an 


Mr. Wiaeieswortn. Is the $229,000 to be used in respect to | 
expanding or converting eight dispensaries and infirmaries? j | 
Mr. Hickey. Yes, sir. 


MAJOR REPAIRS AND IMPROVEMENTS be 

Mr. WiccieswortH. The justification also indicates that $500,000 ste 
is required for major repairs and improvements, to provide for repair ’ an 
and improvement projects at naval hospitals of an urgent nature, ba 


necessary for the preservation of property, safety of patients and | 
employees, or essential to the care of the patients. How many items 4 ) 


are there here? q mi 

Captain Cureton. There are 12 hospitals with 15 items. mth 

cu 

VEHICLES (NONCOMBAT) AND HANDLING EQUIPMENT : 3, 

me 

Mr. Wiac.ieswortu. The justifications also indicate that the 4 th 
$90,000 requested for vehicles (noncombat) and handling equipment q 

is to provide for the procurement of special automotive equipment 3 ba 
which includes 3 ambulances, 1 tank-truck, 8 general-purpose trucks . 

and trailers, and 25 items of handling equipment, and there is con- 4 ac 

siderable detail on pages 38 to 40, inclusive, of the justifications. pli 

In a general way, what is the stock situation in regard to medical ar 

stores in terms of mobilization objective? ; th 


Captain Cureton. With respect to mobilization reserves in dollars 
and in months of supply, we have a total requirement through M 
plus 6 months of $158,968,000. 

Mr. WieateswortnH. That is the objective? 

Captain Currron. That is what we would require for utilization 
until 6 months after M-day. Of that we have on hand $89,900,000. 

Mr. WiaGLeswortu. Exclusive of this request? 

Captain Curgron. Yes, sir. We do not budget for mobilization 
reserve. That is done by the Bureau of Supplies and Accounts 


through the stock fund, but there are medical stocks in the stock fund = 
to these amounts. Of the $89 million of medical stores in the stock . o 
fund for war-reserve purposes, there are $34,196,000 that represents re 
supplies that will not be required during the first 6 months of mobili- | * 
zation. That is good material that is in storage that has been held | 
over from World War II. So that the amount on hand applicable m 
to the M plus 6 months requirement is $55,704,000, leaving a deficiency =~ me 
in dollars of stores required through M plus 6 months of $103,264,000. a 

Mr. WiceLesworrtu. Any questions on Budget Activity No. 4, Mr. = 
Ostertag? 
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PASSIVE DEFENSE PROGRAM 


Mr. Ostertac. What is the meaning of passive defense program? 

Captain Cureton. That is a store of material that is being pro- 
vided during fiscal 1954 for the purpose of protecting naval personnel 
against the effect of, primarily, chemical and to some extent biologi- 
cal warfare attack. It is intended to protect the health of the per- 
sonnel in the event an enemy should attack with one of the newer 
methods, chemical warfare primarily, biological and atomie attacks. 
That is to protect the people on the naval stations and on board ships. 

Mr. OsrertaG. Are the funds appropriated for fiscal 1954 obligated 
and expended? 

Captain Cureton. Not expended yet, sir. 

Mr. OsrertaG. Are they obligated? 

Captain Currton. Obligated; yes, sir. 

Mr. OstertaG. Do you anticipate any unobligated unexpended 
balance at the end of fiscal 1954? 

Captain Cureton. This material will be bought from the naval 
stock account almost exclusively. There will be no unobligated bal- 
ance of this amount and there should be little if any unexpended 
balance in this account. 

Mr. OsrertaG. What do you do in 1955 to provide this protection? 

Captain Currron. This is material that is a one-time shot. The 
material used for training until M-day comes or the attack comes, 
the material that is used up in training, will be taken care of out of the 
current recurring requirements and will appear back here in activity 
3, primarily as a part of the recurring operational cost of technical 
material in the routine medical care rate. It is the initial amount 
that is not to be bought every vear that is budgeted for here. 

Mr. Ostrrertac. Does that same principle apply to the advance 
base program and the blood program? 

Captain Curnton. Yes, sir. These items are placed in this budget 
activity because of the fact that they are one-time deals. They are 
plans of something that is to be done this year, and the fact that they 
are done this year indicates that they are not recurring; therefore, 
they are not in our standard rate. 

Mr. OsrmertaG. That is all, Mr. Chairman. 

Mr. Mr. Sheppard? 

Mr. SHepparp. No questions, thank you. 


Mepicat MareriaL Support 
TECHNICAL SUPPLY SUPPORT 


Mr. WiaGiesworrn. Budget Activity No. 5, ‘“Medical material 
support,’’ requests $997,000, a decrease of $42,000 as compared with 
the current fiscal year. This is broken down into two projects, 
technical-supply support, and Armed Services Medical Procurement 
Agency. 

The justifications state as to project 5A, technical supply support, 
that the funds requested are to provide for personal services and other 
operational requirements consonant with the established mission. of 
the Field Branch. The justifications also state that in general the 
mission is to: (a) Establish technical policies governing Navy medical 
and dental materiel programs and to direct and evaluate their applica- 
tion in the Naval Medical and Dental Supply Office, Naval Medical 
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and Dental Supply depots and other appropriate field activities of the \ 
Navy; (6) Perform technical functions connected with medical and \ 
dental material logistics; and (ec) provide the Bureau of Medicine and N 

Surgery, the Bureau of Supplies and Accounts, the Naval Medical 

and Dental Supply Office, other activities of Navy and the Armed 

Services Medical Procurement Agency such technical and professional 
guidance and policies regarding medical and dental material as ’ N 
appropriate and necessary in the performance of their respective = nav 
missions or functions. 
Is your Field Branch in one office or several offices? > Na 
Captain Cureton. It is in one office, sir. incl 
Mr. Where is that located? den 
Captain Cureton. Brooklyn, N. Y. 
Mr. What is the size of the personnel? 
Captain Cureton. Thirty-seven man-years of civilian employ- m req 
ment and eleven officers. | Ma 
Mr. There is a breakdown of this particular project 
on page 43 which reflects apparently an identical request both as to 5 onl 
personal services, and maintenance and operation for the 2 years, = sen 
fiscal 1954 and 1955. : I 
Captain Cureton. Yes, sir. 
exp 
ARMED SERVICES MEDICAL PROCUREMENT AGENCY 4 ail 
Mr. Wiacieswortn. Project No. 5B, “Armed Services Medical for 
Procurement. Agency,’’ requests $820,000 or a reduction of $42,000 I 
compared with the current fiscal year. and the justifications indicate trat 
that the request is to provide funds for the operation of the Armed mB eacl 
Services Medical Procurement Agency, which is an agency estab- C 
lished by charter approved by the Secretary of Defense on June 29, m toe 
1949. Also, that the responsibility and functions of the Agency are N 
outlined in detail in the charter, but generally include the establish- ‘ C 
ment of joint specifications for medical materiel; compliation of joint $8 | 
catalog of medical materiel used by the armed services; the operation > oft 
of a central catalog registry for medical materiel used not only by the lish 
armed services, but also by the Veterans’ Administration and the on | 
Public Health Service; the procurement of all centrally purchased N 
medical supplies for the armed services; and the responsibility for ® of s 
inspection of deliveries, contract terminations and settlements. 1 C 
How big a setup is this Agenev? 934 
Captain Currron. There are 520 man-years of civilian employment 
and I think there are approximately 115 military personnel provided N 
in approximately equal shares by the Army, Navy, and Air Force. N 
The detailed justification of this project by order of the Secretary of =~ N 
Defense is presented by the Department of the Army. I think those mer 
figures for military personnel are approximately correct. A 
Mr. Wicciesworth. Is the size of the office any larger or smaller 5 Vet 
in this request 1955 than in 1954? faci 
Captain Curgron. It is coming down. Our share of the operation C 
is $42,000 less than it was calculated to be in 1954 and will be some ‘¢ 
$177,000 less than in 1953. We pay 33% percent of the cost of main- 7 ill 
taining and operating the Agency. \ 
Mr. Wieeiesworrn. Any questions on budget activity No. 5, Ost: 


Mr. Ostertag? 
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Mr. OstrertaGc. No questions. 
Mr. WieGLeswortu. Mr. Sheppard? 
Mr. Suepparp. No questions, 


Mepicat Care IN NONNAVAL FAcILitiIEes 


Mr. WiaGieswortsH. Budget activity No. 6, “Medical care in non- 
naval facilities,” requests $2,943,000, a decrease of $46,000 as com- 
pared with the current fiscal year, to provide funds for the care of 
Navy and Marine Corps personnel in other than Navy facilities, 
including inpatient and outpatient service, emergency medical and 
dental care provided by civilian physicians and dentists, and all 
expenses incident to such care. The justification states that the 
services of nonnaval hospitals, physicians, dentists, and nurses are 
required to provide necessary medical and dental care of naval and 
Marine Corps personnel on duty at activities where adequate armed 
services medical facilities are not readily available; also for personnel 
on leave of absence, both officer and enlisted, when required in emer- 
gency situations. 

The justification further states that the estimated patient days in 
the various types of hospitals are computed on fiscal year 1953 actual 
experience applied to the estimated Navy and Marine Corps strength. 

There is a breakdown on page 47 in terms of the various hospitals 
involved and in terms of the average patients, cost per day, and funds 
for fiscal 1953, fiscal 1954, and fiseal 1955. 

I notice there is an increase in cost per day at Veterans’ Adminis- 
tration hospitals and Public Health hospitals from $14.75 to $17 in 
each case. What is the explanation of that increase? 

Captain Cureton. That is the interdepartmental rate we referred 
to earlier established by the Bureau of the Budget. 

Mr. Wiaeieswortu. You have nothing to do with the rate at all? 

Captain Currron. Not a thing; no, sir. The interservice rate of 
$8 between the Army, Navy, and Air Force, is established by order 
of the Secretary of Defense, and the interdepartmental rate is estab- 
lished by the Bureau of the Budget, and the civilian rate is established 
on the basis of past experience. 

Mr. WicGLesworrtnH. Can you give us an actual overall figure as 
of some recent date for the number of patients in these hospitals? 

Captain Cureton. 877 for the month of December. There were 
934 for the month of November. 

Mr. Hickey. 876 is the current average through December. 

Mr. A 6-month average? 

Mr. Hickey. Yes, sir. 

Mr. Wiacieswortn. Have you got similar figures for the treat- 
ment in nonnaval facilities? 

Mr. Hickey. For the first 6 months we had a total billing in 
Veterans’ Administration facilities of 429 treatments; in Public Health 
facilities, 219; in civilian facilities, 7,882; a total of 8,530. 

Captain Cureton. That is months. 

(Norr.—This small number is due to extreme lag in receipt of 
billings.) 

Mr. Wieeiesworrtu. Any questions on Budget Activity No. 6, Mr. 
Ostertag? 
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EMERGENCY HOSPITALIZATION IN PRIVATE INSTITUTIONS 


Mr. Osrertac. I have one question, Mr. Chairman, and that 
deals with the question of rates and provisions for emergency hos- 
mae gp treatment when no Government facility is available. 

oes that come under this heading? 

Captain Cureton. Yes, sir. Those are the items under civilian 
hospitals at the top of page 47 and civilian treatments, the first line 
in the table in the lower part of that same page. If a military man 
is on leave or is serving at a station where there are not enough 
military personnel to justify the establishment of a military medical 
treatment facility, in an emergency the commanding officer will 
authorize him to obtain his care from civilian sources and the bill is 
rendered and is settled from this item. 

Mr. Osrertaa. Is it necessary to have an authorization? 

Captain Currron. We ask him to obtain it if possible. They 
are not restricted to obtaining authorization prior to admission. 
A man on leave, for example, can present himself at a civilian hospital 
or at a doctor’s office in an emergency, get his care, and at the earliest 
opportunity advise his commanding officer. The bill will be pre- 
sented through official channels and settled. 

Mr. Osterraa. The rate allowed is $23 per day? 

Captain Currron. Yes, sir. 

Mr. Osrertaca. That is for hospitalization only? 

Captain Currron. Yes. The medical fees for that hospitalization 
will appear under ‘Total’ because the physician’s bill will be ren- 
dered usually as a separate item. 

Mr. Osrertaa. Is that a per diem allowance? 

Captain Currron. The upper one; yes, sir. 

Mr. OstertaG. The treatment in a nonnaval facility is $11.20? 

Captain Curreron. That is an average buildup over the vears. 
One bill may be $100 for an appendectomy and another may be $5 
for an office call, but the figures for 1953 are actual total disbursements 
divided by total treatments and that is what this $11.20 represents. 

Mr. Ostrertaa. $23 per day is the hospitalization rate? 

Captain Cureton. Yes, sir. 

Mr. Ostrerrtaa. Is that a fair rate? 

Captain Currron. According to the figures I quoted this morning 
I would say so; they will fluctuate depending on the particular part 
of the country where the man happens to get sick and the size of the 
hospital he happens to turn into. If he turns into a 100-bed hospital 
in New England the rate would be about $23.12. If he turns into a 
226-bed hospital it would be about $28. If he were in California and 
turned into a big hospital it would be about $33 a day. It depends 
where the man is sick or gets sick. So the only way we can budget 
it is to take an average of what we pay. 

Mr. SHepparp. Off the record. 

(Discussion off the record.) 

Mr. Osrerraa. Is this based on actual experience? 

Captain Currton. Yes, sir. This, incidentally, is not confined to 
this country. This includes overseas, military personnel attached to 
the embassies, naval attachés, all this sort of thing comes right in 
here and we actually take the total number of treatments for which 
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we have paid in the last completed year and calculate a rate from that 
and project it into the future years. 

Mr. Osrertraa. That is based upon private rooms? 

Captain Currron. I don’t think it should be. The figures that I 
quoted from this hospital management are ward beds. Judging by 
how they look, I would say this i is undoubtedly ward rates. There 
may be some private rooms in here in the event of a man being 
severely injured and the physician taking care of him theught he 
warranted a private room. If we get a bill which indicates the person 
who is taken care of in a private room, if it shows adequate reason, 
we pay. Otherwise, we would ask them to reduce it to a fair rate, 
considering the condition the man had. 

Mr. Osrertaa. In connection with your allowances for hospitaliza- 
tion in private hospitals, at no time do you pay beyond the rate 
that is established for civilian patients, do you? 

Captain Cureton. No. I would strongly suspect if anything we 
pay less. All of the bills under this category come in and are cleared 
within one office in the Bureau. It is a small enough project so we 
can do that conveniently. We have one group of people examining 
all these bills coming in from all over the world. It has happened 
that bills have come in that appeared to be out of line. In that 
event, the first recourse is to write back to the person submitting the 
bill and saying, “Look, this doesn’t seem right. Let’s take a second 
look at it and see if you can’t do better on it.”’ 

In the event it comes back and we still aren’t satisfied with the 
propriety of the bill, we still have recourse to the organized group, 
such as the county medical society, and we can send it back to them 
and ask for their opinion as to whether it is a proper bill. 

Mr. Ostertaa. Is it your experience that private hospitals some- 
times have variable rates depending on the ability of the patient to 
pay? 

Captain Cureton. I don’t believe that shows in our records, sir. 
It is a little hard to see that because practically every hospital has a 
little difference in the rates. But there is certainly nothing that 
stands out in this. 

Mr. Suepparp. Off the record. 

(Discussion off the record.) 


OF THE 


Mr. Wiaea.ieswortu. We now come to budget activity No. 7, 
“Care of the dead.” There is a decrease of $466,000. The justifica- 
tion states that this estimate provides for all necessary care of de- 
ceased Navy and Marine Corps personnel, except for Marine Corps 
personnel who die while on furlough or in accidents while on duty 
away from their permanent stations and whose remains are not 
transferred to a naval hospital or naval activity having a care of the 
dead contract. 

The justification also states that ‘“Noncombat deaths are estimated 
at the latest experienced mortality rate, and that this request provides 
for an estimated 1,682 noncombat deaths during fiscal year 1955, at 
an estimated cost per death $609.40. No funds are requested in fiscal 
year 1955 for repatriation of the remains of Korean casualities. It is 
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anticipated that the repatriation program will be completed in fiscal 
year 1954.” d 
I notice that for the combat deaths repatriated in fiscal 1954 there T 


is an estimated expenditure of $307,122. I assume the reduction of 
$466,000 overall is reflected to that extent in this respect? 

Captain Cureton. That is true. 

Mr. Wiac_eswortu. What is the estimated number of noncombat 


deaths in the current fiscal year? 
Captain Cureton. One thousand eight hundred and twenty-three. 
That is shown on the table on page 50: That is fiscal year 1954; n 


1,682 in 1955. 

Mr. Wiae.eswortu. I notice there is a breakdown as to noncombat 
deaths on page 50, and a breakdown as to combat deaths repatriated 
on page 51 of the justification, both tables speaking in respect to 
fiscal 1953, 1954, and 1955. 

I notice that the average cost in connection with the noncombat 
dead has been increasing somewhat, from $609.24 to $609.40. What 
does that reflect? 

Captain Currron. There is a decrease in travel between 1954 and 
1955 of 22 cents, and there is an increase in the cost of caskets from 
$165.60 to $165.98, making a net increase of 16 cents per death. 

Mr. WiaG.Leswortrn. Are there any questions on the budget activity 
No. 7, Mr. Ostertag? 

Mr. Osrertac. If I understand correctly, the major difference 
between the appropriation for fiscal 1955, which is $1,025,000, as 
against the $1,491,000 appropriated for the fiscal year 1954, a total of 
$460,000 reduction, is primarily due to the fact that nothing is required 
for combatant burial? 

Mr. Hickey. That is true. 

Captain Curreron. There is a decrease of $380,300 for repatria- 
tions, and also a decrease of $141,000 for noncombat deaths at $609 
per death. 

Mr. OstertaG. Generally speaking, the provisions are the same, 
the rates, and the general costs, but the slight difference is due to the 
fact that you do not anticipate any repatriation during the next fiscal 
year? 
Captain Currron. That is right. 

Mr. Mr. Sheppard? 

Mr. Sueprarp. No questions. 


~ 


ResEARCH AND DEVELOPMENT 


Mr. WicGLeswortn. Budget activity No. 8, ‘Research and devel- 
opment,’ requests $4,400,000, a decrease of $76,000 as compared with 
the current fiscal year. It is covered in pages 52 to 61, inclusive, of 
the justifications, and is broken down into two projects, direct costs 
and indirect costs. For direct costs there is a request of $3,400,000 
the identical sum as is available in the current fiscal year, and there is 
a breakdown of the money requested in respect to 9 facilities on page 
57 of the justifications, showing man-years and funds for fiscal 1953, 
1954, and 1955, and a breakdown of the balance of the request in 
terms of types of activity on page 58 of the justifications. 

Is there any new work involved under direct costs or is this all of 
continuing character? 
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Captain YarsprouGcH. Mr. Chairman, the great majority of the 
direct costs are of a continuing nature. They are established projects. 
The money requested is for the continuation of established projects. 


NEW DEVELOPMENTS 


Mr. WieeLeswortH. Have there been any new developments in 
the past fiscal year in connection with this work? 

Captain Yarsroucu. We have had some fruits of past develop- 
ments mature in the past fiscal year. 

Mr. WicGieswortu. Either on or off the record, tell us what those 
developments are. 

Captain YarBrovuenH. Particularly these have to do with the 
development and the use of products thereof of what we know as the 
blood vessel and bone banks, similar to blood banks in that they fur- 
nish material for use in people who are injured in war or peacetime 
casualties, wherein an entire or a portion of a blood vessel must be 
replaced. 

The same applies to bones. More specifically, we have a record of 
23 Marines injured in combat in Korea where replacements of blood 
vessels were required. We believe that the replacement of this 
blood vessel prevented amputation of some body member. As a 
conservative estimate we think in each instance where amputation is 
avoided that a saving to the Government of $100,000 is effected. 
We cannot realistically multiply these 23 by $100,000 and say we 
have saved $2 million because some of the individuals did not survive, 
they died of other causes. We do feel that this is one indication—rare, 
I admit—where the end-point or the goal of a medical research project 
is an item which can be pointed to as to value in dollars and cents. 

Another item of this nature where the end product of the research 
project has been an item of hardware has recently been completed and 
is in the process of being adopted. This item that I refer to is known 
as a color vision lantern which has been developed on one of our inserv- 
ice laboratories. This I would think would be of interest to Members 
of Congress in that it has to do with something that vou are frequently 
concerned with. I refer to the Naval Academy candidates seeking 
entrance where there is a question as to their ability to correctly 
recognize colors. Previously the system we used has been found at 
fault in that 4 percent of people who were color blind were passed as 
normal and 4 percent who did not have color vision defects were 
rejected. We now feel we have a foolproof system for testing color 
vision. It does not require any special knowledge or any special 
training or technique on the part of the individual who administers 
the test. The directions are printed legibly on the rear of the instru- 
ment. It is a rugged instrument. It can be carried around, not 
likely to break nor will the standards change through age. We have 
seen in the years 1952 and 1953 an outlay of $10,000 in travel funds 
alone where individuals were erroneously transferred to a final screen- 
ing point when they should not have been on the basis of their color 
vision. 

The third item I would like to speak of is an item known as a thermal 
boot. It has been used by the Marines in Korea, and developed by 
one of our inservice laboratories. Originally, as its name implies, 
it was designed to protect against cold. In its use it was found that 
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it also offered a measure of protection against antipersonnel mines. 
Now, with the addition of some armor to this boot, we feel that a 


man will not lose his foot if he steps directly upon the Mark-14 mine, tc 
the standard antipersonnel mine. Those cover about the latest of 
developments. N 

Mr. Osrertac. Do you have a shopping list on the projects? Py 
Mr. Hickey. These are the projects being carried on. P 
Captain Cureron. This item is classified. We can supply it for 
the committee’s use. 
Mr. Wiacciesworru. Perhaps we could have a look at it. This ; t] 
breaks them down by project, number, and activity where research is 0 
being carried on. d 
Mr. Osrertac. Admiral, this budget activity under research and a 
development is broken down into two parts, direct cost, and indirect 
cost. I note that your budget request for fiscal 1955 is the same t 
figure, namely, $3,400,000, as that of last year. Do you have any j 
or anticipate any unexpended unobligated balances as of June 30 of i 
this year? a 


Captain Curgeron. There will be unexpended balances, Mr. Oster- 
tag, but there should be no appreciable unobligated balance. Some 
of this research work that is carried on under contract will be obligated, i 
but the work will not have been completed by the 30th of June. 

I might say, sir, that perhaps the reason why this continues at the 
same level from year to year is because we have more research that 4 
we believe can profitably be done, but this is the amount of money \ 
and the projects that were approved at the time this budget was 
approved. 


COORDINATION WITH OTHER AGENCIES AND SERVICE 


Mr. Osrertac. Would you say that most if not all of the research 
and development under this budget activity is in the medical care 
field and that it is related to problems peculiar to the Navy? 

Admiral Pucu. I think so, sir. This whole program is very care- 
fully screened by several committees of agencies to ascertain that we 
do not undertake research that is not directly applicable to military 
uses. 

Mr. Ostertaac. Admiral, the fact remains that the Air Force and 
the Army likewise have research and development projects in the field 
of medicine. The Public Health Service and other Government 
agencies have similar activities. The question is: Are you embark- 
ing on a program which to some degree would be more or less a dupli- 
cation of effort and purpose with other agencies of Government? 

Admiral Pucu. There is some overlapping, sir. That is unavoid- 
able. As a matter of fact, it is considered desirable so that we can ; 
check each other. In the main, we do not have duplication. 

Captain Currron. I would like to emphasize, Mr. Ostertag, that 
every individual project covered by this budget prior to any money 
being asked for in the budget has been very carefully screened by 
our own research unit. Then it goes up to the Navy’s Research and 
Development Review Board for comparison for the overall Navy 
research program. Then it goes to the research unit in the Depart- 
ment of Defense where it is screened against the research programs 
of the Army and Air Force. Then it is cleared by the National 
Research Council, which has to do with all governmental research. 
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And only after it has gone through all this series of reviews to prevent 
overlapping that is acceptable to those authorities are we permitted 
to even ask for the money to do it with. There may be some facet 
of a research problem which these review people think that the 
Navy Medical Department can do better than anybody else, or for 
some reason of that sort we may be assigned to some facet of the same 
program that is being carried on by somebody else. 

All these control agencies can tell we are not doing something that 
somebody else can do better than we can, that we are not doing some- 
thing that we have not been authorized to do, in line with all the rest 
of the program. All these research people and all of the departments 
dealing with medical research get together, I believe it is, once a month 
and review just what each program is developing. 

Mr. Ostertac. Authorization is established once this appropria- 
tion is made available, am I correct? 

Captain Currron. That is correct, sir. But we may not ask for 
it until our project has been presented and approved by these review 
authorities. 

Captain YarsBrouGcu. A great majority of these projects are on- 

oing projects now; they are not new projects. They abe already 
approved, 

Any new project proposed, if it would overlap, rarely ever reaches 
the formal proposal stage because of the three departmental represen- 
tatives meeting once per month to screen all new projects for this 
very overlap or duplication. 


MANAGEMENT CONTROL ACTIVITIES 


Mr. OsrertaG. That is the nature of management control activities 
under direct cost in research and development? I note you have a 
slight increase in your request for that particular activity. 

Captain Yarsroucn. The management control activities are our 
own naval medical laboratories manned by military personnel and 
funded by us and therefore controlled by us in policy, personnel, and 
finance. In those that are management control of other bureaus, we 
furnish the personnel and the money to pay them and support to some 
extent the technical costs. Most of the housekeeping costs, or in- 
direct costs, are borne by the management control activity. 

Mr. Ostrertac. Your entire program as presented in the 1955 
budget is a continuation of projects and research already underway? 

Captain YarsrovuGu. In better than 90 percent of the cases, I 
would say, sir. The underlying reason is that most of these projects 
are in our own naval medical laboratories. They are projects designed 
for Navy medical problem solution and have existed for some time. 


RESEARCH ON HEART DISEASES 


Mr. Suepparp. What, if anything, as to the research projects in 
the past on heart disease have become applicable in the past fiscal 
year? 

Captain YArsBrovuan. We do not feel that heart research is under 
the cognizance of this Bureau of Medicine and Surgery. 

Mr. Suepparp. It might not be under it, but the question still 
remains in the record. What have you gotten out of the situation in 
the field of heart operation that has been beneficial? 
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Captain Yarsroucu. We have one intermural institution whose 
prime function is the study of infectious diseases. Therein is studied 
a portion of cardiac disorders, particularly those arising out of the 
rheumatic category. Other than that we have little or no organized 
research. 

Mr. Swepparp. Was not a Navy specialty the bypassing in a cer- 
tain major heart operation that had not been effective until just 
recently? 

Captain Yarsrouau. It is part of the blood vessel bank project. 

Captain Cureton. We have the reprint of an article that appeared 
this year, presented by the chief surgeon out at Bethesda, which 
shows very graphically something that has happened in this area. 
It shows some diagrams as to blood vessels that have been replaced. 

Mr. Suepparp. That is an innovation, professionally speaking; is 
it not? 

Captain Currron. Yes, sir. 


RESEARCH IN FIELD OF CANCER 


Mr. Suepparp. What, if anything, is done in the field of cancer? 
Is there anything in that field? 

Captain YArBrouGu. Our only interest in the field of cancer is in 
regard to radiation, sir. Cancer itself we feel is a matter that is under 
the cognizance of the Public Health Service. For instance, if cancer 
occurs in naval personnel, they would become wards of the Veterans’ 
Bureau very quickly. 

Admiral Pucu. Our surgeons are very prompt to grasp and utilize 
developments that have originated perhaps as research projects in 
other fields and go ahead and capitalize upon them. We operate a 
blood vessel bank out at Bethesda which is, I believe, the only one 
in the Navy and perhaps one of the few in the Nation. Certain 
operations may have been first developed elsewhere such as b 
Dr. Blaylock at Hopkins, but our surgeons in close collaboration with 
him and others have gone ahead and expanded upon the field, utilizing 
grafts, and so forth. 

Mr. Suepparp. That is all, Mr. Chairman. 


PERCENTAGE OF WORK CARRIED ON BY NAVY AND BY EDUCATIONAL 
INSTITUTIONS 


Mr. Osrertac. Admiral, what percentage or how many of your 
projects are carried on through the means of universities and educa- 
tional institutions, and what percentage is carried on by the Navy 
itself through your laboratories? 

Captain Currron. $608,000 worth of work is done in universities 
and nonprofit institutions, and $1,800,000 in activities of the Bureau 
of Medicine and Surgery, and $18,000 in other naval activities. It is 
about 20 percent. 

Mr. Ostertac. What percent? 

Captain Cureron. Twenty percent is done in other than naval 
activities. 
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INDIRECT COSTS 


Mr. Ostertac. Under “Indirect costs in research and development” 
| note 1 or 2 increases. For example, at Bethesda you have a decrease 
over 1954 but an increase over 1953. 

Captain Currron. The indirect funds, Mr. Chairman, are those 
expenditures which either do not relate directly to a single project 
or which can be identified as related to several research projects. 
So that the amount of indirect funds used in a given activity is related 
to the amount of direct funds that are being expended there. In 
other words, if there are more projects and a great expenditure of 
direct funds at one of these installations in a given year, then the 
amount of indirect funds spent there will be increased. 

Mr. Ostertac. Take, for example, Cairo, Egypt. I note that the 
justification calls for $112,000 as compared with $92,000 for fiscal 
1954. What is the reason for that? 

Captain Yarsrovucu. That, sir; is a result of an increase in wage 
area salaries. We employ quite a number of foreigners at this par- 
ticular establishment, Egyptians, and just lately they have been 
granted an increase in salary. It is still a very favorable wage level 
compared to what we would have to pay in this country. It is 
very inexpensive labor. 

Mr. Hickey. There has also been an increase in direct research 
planned for Cairo. There is an increase of over $50,000 in new proj- 
ects out there. There would be a corresponding increase in indirect 
funds required. 

Mr. Ostertac. Are there any further questions, Mr. Sheppard? 

Mr. SHepparp. No, Mr. Chairman. 


INDUSTRIAL MOBILIZATION AND PRocUREMENT PLANNING 


Mr. Ostrertac. We will now turn to budget activity No. 9, ‘“In- 
dustrial mobilization and procurement planning.” I note that the 
budget estimate for fiscal 1955 totals $226,000 as compared with 
$315,000 for fiscal 1954, a decrease of $89,000. 

In the justification it points out that this estimate constitutes the 
Navy’s one-third share of the cost of industrial mobilization and pro- 
curement planning, and provides for the planning, coordination, 
supervision and execution of assigned projects and industrial pre- 
paredness measures 

This work is carried on, I understand, Admiral Pugh, at three 
places. Will you give us a breakdown of that? 

Admiral Pug. One place is at Brooklyn, at the armed services 
medical procurement agency; one is in Chicago, at the Army quarter- 
master depot; and the other one is at the naval medical and dental 
supply depot at Oakland, Calif. 

Captain Cureton. Those two latter offices, Mr. Chairman, are 
small branch offices with 1 or 2 personnel and are there for the purpose 
of doing facility surveys without the necessity of spending time and 
funds in traveling from New York to the Chicago area and to the 
California area. 

Mr. Osrertac. This is broken down into two parts, is it not, 
namely, the “Conservation of strategic and critical materials,” ‘and 
“Planning Within the Defense Department’’? 
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Captain Cureron. That is correct. The conservation of strategic 
and critical materials is a project looking to the engineering study of 
medical equipment to see whether it can be built of materials, of metals 
mast of less strategic importance than those normally used. 

The second item, “Planning within the Defense Department,” 
has to do with the overall survey of industrial capability and plant 
facilities so that we will have, come a necessity, a record of where 
things may be obtained most expeditiously. 

Mr. OstertaG. The point remains that this is a joint enterprise? 

Captain Cureton. This represents one-third of the total defense 
effort in terms of mobilization planning for medical and dental ma- 
terial for the Department of Defense, contributed to equally by the 
three services, and the full budget will be presented to the Army 
subcommittee by the Department of the Army. 

Mr. OsrertaG. What is the specific purpose for which this money q 
will be used? Is it salaries of specialists or engineers? 

Captain Cureton. The $76,000 is for office upkeep at the head- 
quarters and in these two small branch offices, for personal services for 
civilian employees there, for travel of the people going around to sur- 
vey and confer with their planned suppliers come mobilization time. 

It is almost entirely personal services, travel and office supplies. 

The first item will be expended in the form of an engineering study, . 
probably by contract, to have standard military specifications sur- : 
veyed to determine in what types of equipment critical materials can 

be substituted for by items presumed to be less critical. For example, 

we try to substitute for lead wherever possible. We try to substitute 

for chrome and nickel wherever possible. We try to use as little tin 

as possible. The items, particularly of metals, which under the 3 
normal course of events would be the most critical materials for the : 
industry of the United States in wartime. : 

Mr. Osrertaca. The jurisdiction of this activity comes under the 
armed services medical procurement agency? 

Captain Currron. Yes; sir, it operates as a division of that agency. 

Mr. Osrertrac. Each service is represented on that agency? 

Captain Currron. That is correct, sir. 

Mr. Ostertac. Mr. Sheppard? 

Mr. Suepparp. This is a procedure which has been historical ever 
since the existence as to the portion of participation which you share, 
has it not? 

Captain Curreron. Yes. 

Mr. Suepparp. Your unit expenditure as requested in the appro- 
priation is indicated by those who have jurisdiction? 

Captain Yes. 

Mr. Suepparp. | have no further questions. 


DeEpARTMENTAL ADMINISTRATION 


Mr. OsrertaG. We will turn to budget activity No. 10, ‘“Depart- 
mental administration.” The justifications call for appropriation of 
$2,177,000 as compared with $2,250,000 for fiscal 1954, a decrease of 
$73,000. 

I note the purpose and scope of the work under this activity is for 
the administrative expenses of the Bureau of Medicine and Surgery, 
which includes personal services, travel, communication service, 
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rental of office machines, printing and reproduction, maintenance and 
repair services, supplies, materials and equipment. This appropria- 
tion or item is exclusive of military pay? 

Captain Cureton. That is correct. 

Mr. OsrertaG. Mr. Sheppard? 

Mr. SneprarpD. What is the percentage relationship of this admin- 
istrative operation to the total operation for fiscal 1955? 

Cpatain Currron. 2.58 percent. 

Mr. SHepparD. | have no further questions, Mr. Chairman, on 
this issue. Before you close the hearings I have one general question 
I would like to present. 


CIVILIAN PERSONNEL 


Mr. Ostertaa. I have here the average civilian employment by 
budget activity, medical care, Department of the Navy, showing a 
comparison as between the fiscal years 1953, 1954 and 1955. In 
accordance with the customary practice and without objection I will 
insert this table in the record at this point. 

(The material referred to is as follows:) 


Average civilian employment by budget activity— Medical care 


Fiseal year 1953 


Fiscal year 1954 | Fiscal year 1955 
(actual) 


(estimated) (estimated) 


| 
Man-| Obliga- | Man-| Obliga- Man-| Obliga- 
years tions years tions | years| tions 
a) (2) (3) | | (7) 
| ~| | 
10, 721) $35, 424, 880; 9, 719) $33, 610,000) 9, 132/$32, 300, 000 
Current-year funds (direct) 9,721) 32, 169,448] 8, 868) 30,692,000! 8, 351) 29, 558, 000 
1,000} 3, 255, 432 851) 2,918, 000 78 


I. By source of funds 


9,719) 33,610,000) 


(a) 1, Maintenance and operation of 
medical treatment facilities: 


| 
A. Hospitals, subtotal 9, 453) 30, 759, 804) 8, 443) 28,902,000) 7,858) 27, 582, 000 
Current-year funds } | | 
(direct). -..-| 8,460} 27, 527, 564) 7,599) 26,012,000} 7,077] 24, 840, 000 
Prior-year funds | ; - 
Reimbursements 993) 3, 232, 240) 2, 890, 000 781| 2,742,000 
B. Specialized medical facili- | 
ties, subtotal... _- 80 271, 408 80 270, 000) 83} 280, 000 
Current-year funds | | | 
76) 258, 416) 73) 242, 000) 83) 280, 000 
Reimbursements. __- 4| 12, 992 7) 


(b) 2. Education and training: | | 
A. In Medical Department | | | 
schools, subtotal____-___- 225 831, 825) 2265) 852, 000) 225) 871, 000 


Current-year funds 
225] 831,825} 225; 852, 000 


| 
225) 871, 000 
Reimbursements. 


(ce) 3. Medical services, supplies and 
equipment at other facilities, | } | 
105 421, 358) 110 440, 000 105 421, 000 


Current-year funds (direct) ____| 105 421, 358| 110! 440, 000! 105 421, 000 

43811—54 48 


| 

3 
10,721} 35,424, $80) 132) 32, 300, 000 
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civilian by budget activity— Medical care—Continued 


| 
| Fiscal year 1953 


Fiscal year 1954 | Fiscal year 1955 


(actual) (estimated) (estimated) 
| 
/Man-| Obliga- |Man-| Obliga- | Man-| Obliga- 
tions | years tions 
| ¢ | @ | | (7) 


I. By source of funds— Continued 


medical supplies and equip- 


| 
| 
| years | tions years 
| 
ment, subtotal | 


} 

(d) 4. Nonrecurring procurement P| 
| 


Current-year funds (direct). 
Prior-year funds 
Reimbursements 


(e) 5. Medical material support: 
Technical supply sup- 
port, 


Current-year funds 
Prior-year funds_____. 
Reimbursements. 


(/) 8. Research and development: | 
A. Direct costs, subtotal.....| 244) 1,007,964) 246) 1,016,000} 246 


1,016, 000 
Current-year funds 
(direct) 244 _ 246) 1,016, 000 246) =1,016, 000 
B. Indirect costs, subtotal... 263, 140 122| 122 72, 
Current-year funds | | 
i ere 118} 263, 140) 122) 272, 000 122 272, 000 
Prior-year funds | 


Reimbursements. 


(g) 10. Departmental administration, 


| | 
subtotal Bn 1, 780, 851) 456| 1, 724. 000) 456 


i 

Current-year funds (direct) 4, 779, 651) 456| 1, 724, 000| 
| 


Reimbursements 


_1,200}-- wankers 


Il. By ceiling control. 10, 721) 35, 
(a) Under own ceiling control 
(0) Under othe: ceiling control. 124) 527, 901) 128) 542, 123 


0,721) 35, 424, 880) 9, 719) 83, “610, 000) “9, 32, 300, 000 


10, 597) | 34, 896, 979. 9, 591) 33, 067, 410| 9,009) 31, 777, 000 


523, 000 


Civilian employment— Management basis—On board at the end of the fiscal 
Bureau of Medicine and Surgery 


year— 


June 30, 1953 (actual) |June 30, 1954 (estimated) |June 30, 1955 (estimated) 


Jn- | n- n- 
Total |Graded graded Total |Graded graded Total |Graded graded 
1 2 3 4 5 | 6 7 5 9 10 
I. Total under own ceiling | | 
control | 9,784 | 3,560 | 6,224 | 9,735 | 3,508 | 6,137 | 9,155 | 3,415 5, 740 
II. Under own financial and | 
ceiling control, subtotal _| 9,784 | 3,560 | 6,224 | 9,735 | 3,598 | 6.137 | 9,155 | 3,415 5, 740 
1. Medical care, Navy. 9, 784 | 3,560 | 6,224 | 9,735 3, 598 6, 137 9, 155 3, 415 5, 740 
IIT. Under own ceiling control, } 
but financed by outside 
| 
Mr. Osrertac. That concludes the budget activity list. Mr. 


Sheppard, I believe you have a question. 
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Mepicat Care For 


Mr. Suepparp. Going back to the subject matter we discussed 
earlier this morning having to do with dependents, I would like to 
address this interrogation to the comptroller: What is the legal aspect 
as it presently prevails and under what act do dependents become 
an entity of participation, Admiral? 

Admirai CLexton. Public Law 51 of the 78th Congress. H. R. 
1936 is an act to provide for the expansion of facilities for hospitaliza- 
tion of dependents of Naval and Marine Corps personnel, and for other 
purposes. 

Mr. Suerrarp. What does the second paragraph have to do with 
this particular issue? Off the record. 

(Discussion off the record.) 

Captain Cureron. We rely on section 2 of this, primarily. 

Mr. Suepparp. At this point, Mr. Chairman, I would like to ask 
to have this inserted in the record, and then ask what paragraph of 
this act do you refer to as being the one that you interpret having the 
greatest to do with the dependents’ participation? 

(The material referred to is as follows:) 


Pusiic Law 51—78tH Conaress 
CHAPTER 95—IsT SeEssIoNn 
H. R. 1936 


AN ACT To provide for the expansion of facilities for hospitalization of dependents of naval and Marine 
Jorps personnel, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That for the purpose of expanding facilities for 
the hospitalization of dependents of personnel of the Navy and Marine Corps, and 
others as herein provided, there is hereby authorized to be appropriated, out of 
any money in the Treasury not otherwise appropriated, the sum of $2,000,000. 

Sec. 2. The hospitalization of dependents of naval and Marine Corps personnel 
at any naval hospital shall be at such per diem or other rate as may be prescribed 
from time to time by the President, and all sums received in payment of such 
hospital charges shall be deposited to the credit of the appropriation or fund for 
the maintenance and operation of naval hospitals. 

Sec. 3. The term “dependents” shall include a lawful wife, unmarried depen- 
dent child (or children) under twenty-one years of age, and the mother and father 
of a member of the Navy or Marine Corps if in fact such mother or father is 
dependent on such member. The term ‘‘child (or children)” shall include a 
natural or adopted child or stepchild. The widows of deceased naval and Marine 
Corps personnel shall be entitled to hospital care in like manner as dependents. 

Sec. 4. In addition to those persons, including the dependents of naval and 
Marine Corps personnel, now authorized to reecive hospitalization at naval 
hospitals, hospitalization, and dispensary service may he provided at naval 
hospitals and dispensaries outside of the continental limits of the United States 
and in Alaska, to the officers and employees of any department or ageney of the 
Federai Government, to employees of a contractor with the United States or his 
subcontractor, to the dependents of such persons, and in emergencies to such 
other persons as the Secretary of the Navy may prescribe: Provided, That such 
hospitalization and dispensary service to other than the dependents of naval and 
Marine Corps personnel shall be permitted only where facilities are not otherwise 
available in reasonably accessible and appropriate non-Federal hospitals. The 
charge for hospitalization or dispensary service for persons other than dependents 
of naval and Marine Corps personnel as specified in this section shall be at such 
rates as the President shall from time to time prescribe, and shall be deposited 
as provided in section 2. 

Sec. 5. Hospitalization of the dependents of naval and Marine Corps personnel 
and of the persons outside the naval service mentioned in section 4 of this Act 
shall be furnished only for acute medical and surgical conditions, exclusive of 


. 

| 

| 

| 
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nervous, mental, or contagious diseases or those requiring domiciliary care 
Dental treatment shall be administered’ only as an adjunct to in-patient hospital 
care and shall not include dental prosthesis or orthodontia. 

Sec, 6. During such periods as the Coast Guard may operate as a part of the 
Navy, the provisions of this Act shall apply to dependents of personnel of the 
Coast Guard in like manner and to the same extent as to dependents of personnel 
of the Navy and Marine Corps. 


Approved May 10, 1943 


Admiral CLexton. It looks to me like No. 2. Section 3 defines 
what a dependent is. Section 4 outlines the provisions outside the 
continental limits of the United States. Section 5 indicates what 
types of medical treatment will be given to dependents; section 6 
covers the Coast Guard when it is a part of the Navy. 

Mr. SuepparD. I have only had occasion here to read the act in 
a very coursory manner. From your experience and interpretation 
of the act is there anything in the act that precludes that dependents 
should be taken care of? 

Captain Cureton. Not in the act, sir. 

Mr. SuepparD. That is what I am referring to at the moment. 

Captain Cureton. No, sir. 

Mr. Suepparp. In other words, this act is indicative to anyone 
who reads it that it is a part of the emolument or compensation, 
whatever terminology you might want to apply, that those in military 
service do have a right to dependency treatment? 

Captain Cureton. Yes, sir. 

Mr. Suepparp. Insofar as the act itself is concerned, there is 
nothing in it that would preclude that interpretation; is there? 

Captain Cureron. That is correct. 

Mr. SHepparpD. Taking into consideration the present reduced pro- 
cedure that we referred to this morning, if I remember correctly, was 
that procedure for reduction in that type of service handled by a 
regulation or just how was it presented so that it became operative 
within the Bureau of Medicine and Surgery? 

Admiral Puasa. There hasn’t been, Mr. Sheppard, any directive 
that says we must restrict dependent care. There has been a con- 
stant application of pressure against our use of Medical Department 
personnel, notably of physicians. We have been directed to operate 
with fewer and fewer Medical Department personnel. 

Mr. Suepparp. Where did that directive come from? 

Admiral Puau. It came from the Secretary of Defense. It came 
from the Assistant Secretary of Defense for personnel. He is prompted 
to issue that order by a recommendation from the Health Resources 
Advisory Committee of the Office of Defense Mobilization. The 
contention is that there are just so many physicians in America, that 
there are not enough to go around to meet the civilian needs and to 
meet the military needs. 

Mr. SHepparpD. That is, of course, only one opinion from my point 
of view. If you have 100 doctors in existence and they are treating 
people over the country or in the Navy, the 100 doctors won’t go any 
further in one aspect as against the other; is that right? 

Admiral Puen. That is right. I would like to make this point, and 
I am sure of this, that when the doctors we have in the service go back 
to civilian practice they are not going to areas where they are most 
needed. They are going to the areas from which they came, and 
which are the areas where there are the most of them. They will go 
back to areas of heavy concentration. 
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Mr. SHepparp. It is quite evident, as far as my analysis of the 
program is concerned, that one way to cut down the dependency 
treatment in our military installations, hospital installations, and 
circumvent the act that we have presently before us is obviously to 
reduce the number of doctors available. 

There is no question in my mind that there has been a very studious 
approach to the elimination of dependents’ care in violation of at 
least a tentative contract with every man in the military service, 
because under the act we have before us there is no one who would 
take the time to become posted on it who could help but construe 
the fact that he has coming to him the care of his dependents. 

Under the present regulation, irrespective of the manner in which 
it is being approached, ‘that act is bei ung circumvented. There is no 
question about that. 

Captain Cureton. May | make one further comment in that 
regard? This item of $2 million cited in section 1 of this act is the 
only money that was ever specifically authorized for the purpose of 
expanding facilities for the purpose of taking care of dependents. 
I would like to say at this point, too, that this $2 million was never 
appropriated. We have had in preliminary budget discussions 
from year to year the question continually coming up, that we are 
committed to provide dependent care only to the extent that facili- 
ties and personnel available will permit. We have the facilities 
now but we don’t have the personnel. So you have the same end 
result. 

Mr. Suepparp. When the facilities became available—— 

Captain Currron. There is a cut of the personnel. 

Mr. Suepparp. So the end result is the same either way you look 
at it? 

Captain Cureton. Yes. 

Mr. Suepparp. This to me is one of the most flagrant violations of 
confidence that has been made upon military personnel during the 
16 years I have been sitting on this committee. I think it is an out- 
rage. And those who are appropriating ought to begin studying for 
a very logical excuse, which is not apparent at this time. 

Mr. OstrertaG. How much do you charge per day for dependent 
care? 

Admiral Pua. $1.75 a day. 

Captain Cureton. That is the amount that is established by 
Executive order of the President. It was established on the basis that 
it covered the patients’ raw food cost and the unusual drugs that would 
be necessary on an average basis for dependent care. It was not 
intended they should be charged the full amount of what providing 
the care cost the Government. It was only intended since they were 
not entitled to rations, they should pay for their rations and they 
should pay for any drugs that were not standard with the regular 
military practice, that we had to buy in order to provide such care. 
That was the thinking when the amount of $1.75 per diem as the 
patient’s contribution was fixed upon. 

Mr. OstertaG. Then is it computed to compensate for professional 
service? 

Captain Cureton. No, sir. It was not so intended. For the 
same reason no charge is made for out-patient care to dependents in 
military facilities. 
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Admiral Ciexron. Mr. Chairman, you will recall in 1952 that a 
commission of civilian personnel was set up to study the pay of the 
military services. It was called the Hook Commission. At that time 
all the information concerning the dependent’s care was brought up. 
the Hook Commission realized that the Navy, Army, and Air Force 
were getting this care. In lieu of that care they did not give them a 
pav raise. So that now when you take the care away you merely 
reduce their pay. 

Mr. SHeEppaArpD. It is a direct violation of a contract implied, to 
say the very least, and no one who is fair and impartial can take any 
different view than that. 

Captain Currron. You can’t tell to what extent it influences it. 
But certainly some share of the crowding of people in the neighborhood 
of military installations is brought on by the fact that they can only 
get this care if they live close enough to get to a military medical 
installation. So there is no question but that there are military per- 
sonnel who bring their families with them with this, among other 
things, influencing them to do so, thereby crowding the existing living 
facilities adjacent to military bases. Certainly a man should not be 
inducted and denied the privilege of having his family with him within 
continental United States. 

Mr. SHepparp. That would in itself, of course, be an unhappy 
economic thing to deal with. I grant you that. But to me the funda- 
mental error of the situation is the fact that it is clearly evident from 
the time the Commission made its report and Congress made its 

‘position known, dependency care was to offset a salary raise. That 
was a further verification of the intent upon the part of Congress that 
dependents should be taken care of. There is no question about it. 
Now we find by a back door entry to the situation we are circumvent- 
ing the whole situation and violating an implied contract. 

Admiral Puc. Mr. Sheppard, regardless of what other provision 
might be made for taking care of dependents in the form of insurance 
of one kind or another that would authorize the dependent to obtain 
care from civilian sources, it is physically impossible for these depend- 
ents to receive such care from any such source. 

You can go up in the air here above the Nation’s Capital a few 
hundred feet and see Quantico, Va. If you drew a line around Quan- 
tico 20 miles across you wouldn’t find more than 10 or 15 civilian 
practitioners in that whole area who would be available to take care of 
the dependents at Quantico. If you go to Lejeune, it is the same thing 
It is the same at Pendleton. We have within the United States big 
concentrations of military personnel with their dependents. I don’t 
care what provisions you make for dependent care, it will in a great 
measure have to come from the military services. 

Mr. Suepparp. You can go further than that if you want to define 
the situation. We pay transportation for dependents to be with the 
service personnel. 

—— Puen. And funds for quarters for them to live in after they 
get there. 

Mr. Suepparp. | have no further comments on that subject, and I 
thank you for your indulgence. 

Mr. Ostertac. Thank you, Admiral and your staff. That will 
conclude the hearings on this section of the budget. 
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Turspay, Marcu 16, 1954. 
RESEARCH, NAVY 
WITNESSES 


OFFICE OF NAVAL RESEARCH 


REAR ADM, FREDERICK R. FURTH, USN, CHIEF OF NAVAL RESEARCH 
DR. EMANUEL R. PIORE, DEPUTY CHIEF AND CHIEF SCIENTIST 
WILLIAM W. EDWARDS, COMPTROLLER 


OFFICE OF THE COMPTROLLER 3 


REAR ADM. EDWARD W. CLEXTON, USN, ASSISTANT COMPTROLLER, e 
DIRECTOR OF BUDGET AND REPORTS . 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate - $70, 000, 000 $58, 600, 000 $61, 000, 000 
Transferred from “Emergency fund, Department of Defense,” | | 
pursuant to 66 Stat. 518 | 315, 000 | 
Adjusted appropriation or estimate | 70, 315, 000 | 58, 600, 000 61, 000, 000 
Prior year balance available 1, 278, 367 2, 169, 931 | 
Reimbursements from other accounts | 2, 883, 728 | 100, 000 | 100, 000 
Total available for obligation . - - | 74,477,095 | 60, 869, 931 61, 100, 000 
Balance available in subsequent year —2, 169, 931 | | 
Unobligated balance, estimated savings (returned to “Emer- | | 
gency fund, Department of Defense, 1951"’) | — 564, 300 | | 
Obligations incurred 71, 742, 864 60, 869, 931 | 61, 100, 000 
| Comparative transfer to } 
: “Research and development, Air Force’’ | —661, 700 | —667, 000 | Zs 
i “Navy personnel, general expenses”’ —6, 225 | —fi6, 000 = 
: “Ships and facilities, Navy” —1, 911,000 | —1,986, 000 | 
“Aircraft and facilities, Navy” | 733,000} 738,000 | 
“Service-wide operations, Navy’’. } —17, 700 | —20, 000 | e 
“Ordnance and facilities, Navy” —283, 000 | —316, 000 
Total obligations 66,070,990 57, 076, 931 61, 100, 000 
} Obligations by activities 
j Dese sR | 1953 actual | 1954 estimate | 1955 estimate ee 
Direct Obligations 
1. Research and development __- $53, 636,790 | $45, 107, 931 $49, 427, 000 
2. Maintenance and operation of research facilities “ : : 5, 178, 000 | 5, 103, 000 
3. Installation and maintenance of training ceenemnantt E 3, 343, 000 | 3, 180, 000 
4. Patients. 800, 000 | 780, 000 
5. Departmental administration . 2, 548, 000 | 2, 510, 000 
Total direct obligations. 65, 186, 511 | 56,976,931 61, 000, 000 
Obligations Payable Out of Reimbursements From Other Accounts 
Research and development... icedhaal 2, 811, 024 70, 000 | 70, 000 
2 Maintenance and operation of research facilities. _____ 68, 829 25, 000 25, 000 
3. Installation and maintenance of training equipment ° | 2, 489 5, 000 | 5, 000 
5. Departmental administration __ | 1, 386 . 
Total obligations popenye out of reimbursements from | a 
other accounts... 2, 843, 728 100, 000 | 100, 000 
Total obligations__. wnat A ~ 68, 070, 239 57, 076, 931 | 61, 100, 000 
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Obligations by objects 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
OFFICE OF NAVAL RESEARCH 
Summary of Personal Services 
Total number of permanent positions._._______- 7 $1, 556 $1, 496 $1, 491 
Full-time equivalent of all other positions................-._.- 
Average number of all employees _- 1 457 1, 435 1, 430 
Add average number carried on schedule of “Navy ‘indus- 
Average number of aeeas paid from 01 Personal 
Average salaries and grades: 
General schedule grades: 
Average salary $5, 384 $5, 435 $5, 422 
Average grade. GSs-8.1 G8-8.1 GS8-8.1 
Crafts, protective, and custodial heaennen 
Average salary. $3, 230 $3, 259 $3, 259 
Ungraded positions: Average salary_._.._____- ee $3, 963 $4, 107 $4, 107 
Personal service obligations: 
$7, 367, 136 $7, 437, 000 $7, 409, 000 
Other 42, 668 31, 000 31, 000 
Regular pay in excess of 52-week base - Be 27, 400 28, 000 28, 000 
Payment above basic rates. ..............--..-.---------- 119, 521 120, 000 120, 000 
7, 556, 725 616, 000 7, 588, 000 
Add salaries carried in schedule of “Nav y industrial fund”. 8, 508, 043 
Total personal service obligations... .._............-- 16, 065, 668 7, 616, 000 7, 588, 000 
Direct Obligations 
13, 575, 401 7, 616, 000 7, 588, 000 
03 ‘Transportation of things............- 24, 490 40, 000 , 000 
04 Communication services. ...........- 124, 761 120, 000 144, 000 
05 Rents and utility services......._.__. 165, 352 86, 0€ 86, 000 
06 Printing and reproduction._......__- 105, 665 94, 600 84, 600 
07 Other contractual services. _...........................-.- 41, 315, 028 42, 685, 020 47, 425, 407 
Services performed by other agencies.................- 2, 873, 673 2, 333, 000 2, 333, 000 
LU! Ue er 3, 704, 052 1, 662, 700 1, 660, 700 
09 Equipment. oid 847, 428 668, 7! 674, 000 
15 Taxes and assessments... 32, 251 22, 000 22, 000 
63, 454, 575 55, 782, 520 60, 499, 207 
Obligations Payable Out of Reimbursements From Other 
Accounts 
07 Other contractual services. ...........-.------------.----- 65, 669 70, 000 70, 000 
08 Supplies and materials_.................-- PES: Oa BN 306, 406 30, 000 30, 000 
Total obligations payable out of reimbursements from 
2, 883, 7: 100, 000 100, 000 
Total 66,338,303 | 55,882,520 | 60, 599, 207 
ALLOCATION TO LIBRARY OF CONGRESS 
Total number of permanent positions._._..................__. 139 
Full-time equivalent of all other positions_. 
Average number of all employees. 138 
Average salaries and grades: 
General schedule grades: 
Ungraded positions: Average $3, 541 |..... 
01 Personal services: 
Regular pay in excess of 52-week base ___- 
Payment above basie rates_.___- 7, 569 } 
03 Transportation of things 585 


04 Communication services 


6, 410 
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| Obtigations by objects—Continued 
' Description 1953 actual | 1954 estimate | 1955 estimate 
i ALLOCATION TO LIBRARY OF CONGRESS—continued 
i 05 Rents and utility services __ $3, 948 | 
| 07 Other contractual services. __- 17, 075 $4, 523 | 
08 Supplies and materials_. 28, 864 | 
| 09 Equipment. : | 6, 875 
Total | 637, 391 
ALLOCATION TO DEPARTMENT OF COMMERCE : ; 
Average number of all 4) 
01 Personal services: Positions other than erences ee $19, 083 
07 Other contractual services____ eh 618, 004 
637, 132 | 892, 927 | 415, 793 
| — — = — = = — = = oa 
ALLOCATION TO DEPARTMENT OF INTERIOR | | = 
| | 
Total number of permanent positions. ___- } 9 
Full-time equivalent of all other positions-- } 16 | 
Average number of all employees__..._._____ : } 40 | 25 | 
j | 
Average salaries and grades: | | 
/ General schedule grades: | 
Average salary -- | $4, 588 | $4, 577 
Average grade. GS-7.0 | GS-6.7 | 
Crafts, protective, and custodial grades: | 
Average salary........... j $3,077 | $3, 124 
Average grade... : | CPC-4.2 |} CPC-4.2 |... 
Ungraded positions: “Average ty... ....... | $4, 075 $3, 999 | ; 
Permanent positions....................... iis | $126, 332 | $99, 243 
Other positions. _____ 45,151 | 9, 600 
Regular pay in excess ‘of 52-week base_._____ 393 | 427 | .. 
Payment above basic 4, 248 3, 060 
‘ Total personal services. 176, 124 | 112 330 | 
03 Transportation 2, 530 1, 501 
04 Communication 916 | 361 | 
05 Rents and utility 1, 982 1,174 
06 Printing and 358 228 
07 Other contractual services 55, 552 O17 85, 000 
08 Supplies and 83, 959 31, 310 
15 Taxes and assessments...__________. 1, 343 | 513 
356, 277 247, 285 | 85, 000 
ALLOCATION TO DEPARTMENT OF HEALTH, EDUCATION, AND | s 
WELFARE | | | 
07 Other contractual services... $15, 000 | 
ALLOCATION TO NATIONAL SCIENCE FOUNDATION 
07 Other contractual | $4, 000 | 
ALLOCATION TO DEPARTMENT OF THE ARMY } 
| | 
07 Other contractual $100, 386 | 576 
ALLOCATION TO ATOMIC ENERGY COMMISSION | 
@7 Other contractual services. -_..................-..-...- $750 | $30, 000 | 
Summary of Personal Services | | 
Total number of permanent positions_______ ~~“ s 1, 704 | 1, 504 | 1, 491 
Full-time equivalent of all other positions____- 47 | 
Average number of all employees. 
Add average number carried on schedule of | “Navy 
industrial fund”’ 
A an number of all ave = from 01 Per- 
sonal services. 
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Obligations by objects—Continued 


Object classification 1953 actual | 1954 estimate | 1955 estimate 
sUMMARY—continued 
Summary of Personal Services—Continued | 
Average salaries and grades: | 
General schedule grades: | 
0 een | $5, 333 $5, 422 $5, 422 
Average grade. GS8-8.2 GS-8.1 GS-8.1 
Crafts, protective, and custodial grades: — | 
$3, 262 $3, 259 $3, 259 
Ungraded positions: Average salary_..................-.-- , 239 $4, 107 $4, 107 
Personal service obligations: 
7, 968, 197 $7, 536, 243 $7, 409, 000 
Other positions 193, 835 40, 31, 000 
Regular pay in excess of 52-week | RRR ER ae 29, 959 28, 427 28, 000 
Payment above basic rates___..____- Lee 131, 338 123, 060 120, 000 
323, 329° 7, 728, 530 7, 588, 000 
Add salaries carried in schedule of Navy industrial fund”’ 
Total personal service obligations.....................-- _16, 882, 272 7, 728, 530 7, 588, 000 
01 Personal services.......-. 14, 342, 005 7, 728, 530 7, 588, 000 
695, 432 463, 318 441, 500 
03 ‘Transportation of 27, 605 41, 501 40, 000 
04 Communication services_ 132, 087 120, 361 144, 000 
05 Rents and utility services. 171, 302 87,174 86, 000 
06 Printing and reproduction 106, 023 94, 825 84, 
7 Other contractual services... .....-- ‘ 42, 106, 795 43, 715, 963 47, 926, 200 
Services performed rt other _——- - 2, 873, 673 2, 333, 000 2, 333, 000 
08 Supplies and materials-- ee i 3, 816, 875 1, 694, 010 1, 660, 700 
09 Equipment__- 881,075 675, 736 674, 
15 Taxes and assessments. - 33, 639 22, 513 22, 000 
65, 186, 511 56, 976, 931 61, 000, 000 
Obligations Payable Out of Reimbursements From Other  -iarry 
Accounts 
7 Other contractual | 669 70, 000 7 
08 Supplies and materials...........-.-.-.-------------- 306, 406 | 30, 000 30, 000 
Total obligations mer out of reimbursements from | 
other accounts _ 


Total obligations. 


2, 883, 728 | 100, 000 | 100, 000 
| 


68,070,239 | 57,076,931 | 61, 100, 000 


Analysis of expenditures 


1953 actual 195: 5 estimate 


Unliquidated obligations, start of year. 
Obligations incurred during the year. 


Deduct: 
Adjustment in obligations of prior years - 
Reimbursements. 
Obligated balance carried to certified claims account... 
Unliquidated obligations, end of year. 


Total expenditures 
Expenditures are distributed as follows 


Out of current authorizations... 
Out of prior authorizations... 


$68, 067, 510 $73, 010, 774 $68, 721, 782 
71, 742, 864 | 60, 869, 931 61, 100, 000 


139, 810,374 | 133,880,705 | 129, 821, 782 
203,711 |. 


2,883,728 | 100,000 | «100, 000 
284, 072 | 58, 923 


73,010,774 | 68,721, 782 721, 782 


63, O89 thee 000, 000 | 60, 000, 000 


“a 26, 000, 000 | 25, 000, 000 
« 63, 428, 089 { 39,000,000 | 35,000,000 
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Mr. WieeLesworts. The committee will come to order and we will 
turn to the item of ‘ Research.”’ 

We have Admiral Furth, the Chief of Naval Research, with us this 
morning, who has an overall statement for the committee. We will 
be glad to hear from you, Admiral. 


GENERAL STATEMENT 


Admiral Furra. Mr. Chairman and members of the committee: 
This is the first time I have had the privilege of appearing before you as 
Chief of Naval Research to report the progress and accomplishments 
of my Office and to discuss the plans for the coming year. I recently 
relieved Admiral Bolster, on the first of January, on his retirement. 

The major efforts of the Office of Naval Research, all Navywide in 
character, can be divided into three areas; namely, 

(a) The administration of patent matters, 

(6) The development of training equipment, and 

(c) The conduct of research. 


NAVY PATENT PROGRAM 


The primary objective of the Navy patent program is to minimize 
or where appropriate, avoid entirely any payment for the use of a 
patented invention. This is accomplished: 

(a) Through the obtaining of patents for the Navy on inventions 
by military and civilian personnel with royalty-free licenses to the 
Government; 

(6) Through the investigation of claims against the Navy for the 
unlicensed use of patented inventions and the settlement of those 
claims that are found to be meritorious; and 

(c) Through investigations of royalty charges incidental to pro- 
curement. 

For the past 7 years invention disclosures for patent action have 
been received from naval personnel and contractors at the rate of 
approximately 1,560 per year; a steady increase from 1,150 in fiseal 
year 1948 to 1,900 in fiscal year 1954. During the past 18 months, 
to protect the Navy in the use of these inventions, approximately 
1,185 patent applications have been filed, 2,405 amendments pre- 
pared, and 659 patents granted. In each of these cases the Navy will 
acquire for the Government the use of these new inventions without 
having to pay royalties or license fees. 

Substantial dollar savings to the United States Government have 
resulted from the administration of the Navy patent program. Such 
savings are realized principally from the royalty-free Navy patents, 
the investigation and adjustment of royalties, and the settlement of 
infringement claims. 

The greatest dollar savings, resulting from the filing of patent 
applications, accrue daily on items procured by the Navy on which 
the Government holds patent rights. In about 98 percent of the 
applications filed by the Navy the patent rights are not challenged 
and hence no estimate of the probable savings can be made. 

In the remaining 2 percent, however, the patent rights of the Gov- 
ernment are challenged and actual dollar savings can be determined. 
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During the 18-month period ending December 31, 1953 such savings 
amounted to $20,020,000. An additional $2,709,000 was realized 
from the investigation and adjustment of royalty payments and the 
settlement of infringement claims. These savings which represent 
only a part of the totals realized would support the entire Navy 
patent program for many years to come. 


DEVELOPMENT OF TRAINING EQUIPMENT 


The next major effort of the Office of Naval Research is the develop- 
ment of training equipment for the training agencies of the Navy. 
These agencies are responsible for training in flight operations, sea 
operations, individual personnel instruction, medical techniques, and 
Marine Corps operations. The objective of this program is to increase 
the speed, quality, safety, and scope of training through the develop- 
ment of improved training equipment and techniques. 

The Navy has found that training equipment, which accurately 
simulates operating problems and actual war conditions, makes it 
possible to attain a high degree of proficiency for large numbers of 
personnel at a great savings in time, material, and money and without 
endangering personnel and equipment. The funds requested will 
permit the continued development of training equipment which will 
contribute greatly to the operational readiness of fleet personnel. 


CONDUCT OF RESEARCH 


The largest of the programs of the Office of Naval Research is the 
conduct of research itself. This program has achieved a new and 
even greater importance to the Navy under the so-called New Look 
which emphasizes new weapons and weapon systems, new relation- 
ships between men and material, the maximum mobility of action, 
and greatly strengthened continental defense. The achievement of 
these objectives can only be obtained through imaginative and pro- 
ductive research. The attitude of the Department of Defense with 
respect to the importance of research and development to the national 
military program was recently stated by Mr. Donald Quarles, Assist- 
ant Secretary of Defense for Research and Development: 

Vigorous research and development is fundamental to achieving and main- 
taining a sound defense position. Our objective is to keep our weapons ahead of 
those of potential enemies with the hope that through being so equipped we shail 
prevent war. In the unhappy event of war in this atomic age, the time between 
the onset of aggression and widespread destruction will be so short that we cannot 
delay development of new weapons until the enemy strikes. The weapons 
required to wage war must be conceived, developed, and integrated into our 
defense system prior to the start of hostilities. Our country has and must con- 
tinue to have an effective military research and development program. ‘There is 
no prospect of peace that would justify letting down this guard. 


The research and development program of the Office of Naval 
Research will continue to conduct a vigorous research program in 
those areas of greatest importance to the overall technical progress, 
operational efficiency, and fighting capabilities of the Navy. The 
objective is to support the research and development efforts of the 
bureaus and the operational requirements of the Chief of Naval 
Operations by providing the scientific, engineering, and analytical 
work necessary to insure superior Weapons, equipment, and operating 
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procedures. To achieve this objective requires a carefully planned 
and well-balanced program. Such a program must embrace, in 
varying degrees, almost every major scientific and engineering field. 
This is necessary to support the complex technical organization of the 
Navy, which must maintain operating competence, fleet mobility, 
and weapon superiority on a worldwide basis. This program, accord- 
ingly, includes research in scientific fields such as hydrodynamics, 
oceanography, physics, chemistry, mathematics, and biology; in 
engineering fields such as electronics, power, metallurgy, underwater 
sound, and structures; and work in critical areas of naval warfare such 
as antisubmarine warfare, mine warfare, amphibious warfare, and air 
warfare. This effort accomplishes its goal of providing maximum 
support to the Navy’s development programs through both the con- 
duct of research and in the most economic way, the demonstration of 
new principles resulting from such research. 

The research program is conducted by two methods: first, by 
contract with universities, industrial laboratories, and nonprofit 
research institutions; and second, by performance of work within 
naval and other Government laboratories. It is the policy of the 
Office of Naval Research to have its work performed in that location 
best qualified. Experience has shown that some work may be most 
economically and effectively accomplished by contract while other 
work, for instance a type requiring extensive naval experience and 
background, can best be carried out in naval laboratories. The 
greatest part of the work performed in naval laboratories covered 
by this budget will be accomplished in the Naval Research Labora- 
tory. 

As a part of its research program, the Office of Naval Research is 
charged with certain navywide responsibilities. These include 
Navy support and monitorship of joint Army-Navy-Air Force 
research and development projects in such fields of national interest 
as air defense and electronic countermeasures; and the responsibility 
for providing scientific consulting services and operational evaluation 
services to the Chief of Naval Operations and to the bureaus. All 
of the research projects and the training-device developments of the 
Office of Naval Research are coordinated with other research and 
development projects of the Navy through the project reviews 
conducted by the Chief of Naval Operations’ Navy Research and 
Development Review Board. 

This is a permanent review board with membership comprising the 
Chief of Naval Research and appropriate officers from the Office of 
the Chief of Naval Operations. Coordination and review of Navy 
research and development programs with other military departments 
are obtained through the appropriate technical panels and coordinat- 
ing committees of the Office of the Assistant Secretary of Defense for 
Research and Development. Technical coordination and interchange 
of technical information concerning work in progress, both among the 
various segments of the Navy Department and with the personnel 
of other departments, are accomplished by extensive interchange of 
project data and progress reports, and by intimate association at the 
working level by the people conducting the programs. The Office of 
Naval Research sponsors frequent symposia for the purpose of rapid 
interchange of information within the Navy and with the other serv- 
ices. The Office of Naval Research also receives important assist- 
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ance, criticism, and guidance from the Naval Research Advisory 
Committee, which has proven most valuable in guiding our researc 
effort. I would like permission to list the current membership of this 
Advisory Committee as a part of the record of these proceedings. 


NAVAL RESEARCH ADVISORY COMMITTEE 


Mr. WiacLeswortn. Without objection that will be included at 
this point in the record. 
(The list referred to follows:) 


Resgarcn Apvisory COMMITTEE 


The Naval Research Advisory Committee is appointed by the Secretary of the 
Navy to consult with and advise the Chief of Naval Operations and the Chief of 
Naval Research in matters pertaining to research. 

They are also to be found as ranking members of and/or advisers and consult- 
ants to such activities as the National Research Council, the National Academy 
of Sciences, the Atomic Energy Commission, the Office of the Assistant Secretary 
of Defense (Research and Development), and the National Advisory Committee 
for Aeronautics. 

Members of the Naval Research Advisory Committee are as follows: 

Dr. A. B. Kinzel, president, Union Carbide & Carbon Research Laboratories, Inc., 
chairman 

Dr. A. V. Astin, Director, National Bureau of Standards 

Dr. Luis de Florez, president, de Florez Engineering Co. 

Dr. R. E. Dyer, director of research, Emory University Hospital 

Dr. J. C. Hunsaker, professor of aeronautical engineering, Massachusetts Institute 
of Technology 

Dr. J. A. Hutcheson, vice president, Westinghouse Electric Corp. Research 

Laboratories, vice chairman 
Rear Adm. P. F. Lee, United States Navy (retired), chief engineer, Gibbs & Cox, 

Ine. 

Dr. I. I. Rabi, professor of physies, Columbia University 
Dr. W. R. Sears, director, the Graduate School of Aeronautical Engineering, 

Cornell University 
Dr. E. H. Smith, director, Woods Hole Oceanographic Institution 
Dr. H. N. Stephens, vice president, central research department, Minnesota 

Mining & Manufacturing Co. 

Dr. J. E. W. Sterling, president, Stanford University 
Dr. G. D. Stoddard, New York University 


PROGRAM LEVELS 


Admiral Furrna. The funds requested for the fiscal year 1955 
include a net increase of approximately $4 million over the amount 
appropriated in 1954. The funds actually appropriated for the fiscal 
year 1954 represented a reduction of more than $10 million from 
those appropriated for fiscal year 1953. The reduction, according to 
the report of the House Appropriations Committee, included a program 
reduction of $4 million and a $6 million reduction to offset a like 
amount in anticipated unobligated carryover. The estimate of the 
carryover, however, was the result of a procedural error on the part 
of the Department of Defense and an actual carryover of only $1.5 
million was realized. Of this amount only $700,000 represented funds 
available for actual use. Consequently, the funds available for fiscal 
year 1954 barely provided for the financing of fixed Navy-wide commit- 
ments and the continuing of a minimum supporting research program. 
No funds were available for new problems or for taking advantage of 
research breakthroughs regardless of their promise toward the solution 
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of urgent operational problems. In view of the urgency for service- 
wide economies, the decision to request an increase in this appropria- 
tion was made only after long and serious deliberation. First, a 
thorough examination was made of the many responsibilities of the 
Office of Naval Research to determine the minimum financial require- 
ments to support its mission. Second, a complete review of the total 
research and development program of the Navy was made to deter- 
mine the emphasis to be placed in each area to obtain a balanced 
research and development effort. Third, the estimates were reviewed 
by the Navy Research and Development Review Board, the Secretary 
of the Navy, the Secretary of Defense and the Bureau of the Budget. 
As a result of these studies the program levels of the Office of Naval 
Research were established and are reflected in the budget before you. 

The funds requested for the appropriation “Research, Navy” for 
fiscal year 1955 will permit the Office of Naval Research to fulfill its 
responsibilities for providing the Navy with adequate patents pro- 
tection, a training-equipment program, and a balanced overall research 
and development program. In order to give you a clear understand- 
ing of our work and of our role as a supporting research agency, | 
would like to present at this time a few typical examples of our 
research. And, Mr. Chairman, may I go off the record in presenting 
this, as the information is classified. 

Mr. WiaGLeswortn. Off the record. 

(Discussion off the record.) 

Mr. WiaG._eswortn. Thank you very much, Admiral, for a very 
interesting statement. 

FUNDS AVAILABLE 


This request overall appears to call for $61 million as compared 
with an appropriation in the current fiscal year of $58,600,000, an 
increase in those terms of $2,400,000. I notice, however, apparently, 
from the committee print, that you had a prior year balance which 
was apparently available in 1954. Is that correct? 

Admiral Furru. Yes, sir. 

Mr. WiaGLeswortu. In the committee print that balance appears 
as $2,169,931 and the reimbursements from other accounts appear as 
$100,000, giving a total available, apparently, for fiscal 1954 of 
$60,869,931 as compared with fiscal 1955 on the assumption that this 
request should be approved in full and that there are reimbursements 
from other accounts of $100,000, of $61,100,000. Is that correct? 

Admiral Furtu. Yes, sir; that is correct. 


RECONCILIATION OF PRIOR YEAR BALANCES 


Mr. WiaG.Leswortn. I notice on page 8 of your opening statement 
you refer to a procedural error on the part of the Department of De- 
fense in estimating a carryover and state that an actual carryover of 
only $1.5 million was realized. How does that square with the figure 
of $2,169,931 prior year balance available in fiscal 1954? 

Mr. Epwarps. That was brought about primarily by the shift of 
the Naval Research Laboratory to the Navy industrial fund system 
as of January 1, 1953. 

Mr. WiaGcLeswortu. I am trying to reconcile the two figures. 
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Mr. Epwarps. The reconciling figure necessary is $694,411. That 
is an item called working fund throwbacks. It appears in this budget 
on the green sheets and represents the unobligated balance of funds 
available to other Government agencies. At the end of the year we 
have to go to them and find out how much they have obligated and 
reflect the unobligated balance in this budget as being available. 
However, it is not available for reuse at all. It is still in the accounts 
of the other agencies and remains there. The budget procedure itself, 
however, requires that we show it as available. 

Mr. WiaGLesworts. This amount of $2,169,931 in the committee 
print furnished by the Bureau of the Budget includes $694,000 that 
in fact was not available to you? 

Mr. Epwarps. It is not available for our reuse but according to 
the ground rules for the budget it must be shown that way. 

Mr. Wiae.eswortH. What becomes of it? 

Mr. Epwarps. It remains in those other agencies. In an annual 
appropriation these funds would have to be recalled from these other 
agencies. In a no-year appropriation such as we have these funds 
remain in the other agencies for the completion of the work requested. 
If we were to cancel the projects they finance, then we could pull the 
money back and reuse it. 

Mr. WiceLeswortnH, You apparently expect no prior-year balance 
available in 1955? 

Mr. Epwarps. No, sir. So far as we know if all our plans go for- 
ward the way we plan to have them go there will be no unobligated 
balance at the end of this year or 1955. However, it is obvious that 
somewhere in this budget there will be an amount of money that will 
not be used. The appropriation is set out in many allotments, project 
orders and so on. Some small amount will show up as unobligated 
eventually. This is proven statistically from prior years’ experience. 
We believe that figure will be $300,000. There is no way of determin- 
ing where or when it will occur. 

Mr. Wice._eswortsH. For purposes of comparison is it fair to state 
that you estimate you will have available for fiscal 1955 $61,100,000 
and that compares with the total availability in fiscal 1954 of $60,- 
869,931, of which $640,000 is in effect obligated? 

Mr. Epwarps. Yes, sir; that is correct. However, you will also 
bave to take into consideration the comparability transfers. We 
have changed a major function of the Office of Naval Research, 
which makes quite a bit of difference there. The comparison is 
between $57 million and $61 million. The increase is about $4 
million. 

Mr. Wiaateswortn. Off the record. 

(Discussion off the record.) 


FUNDS AVAILABLE FOR 1954 


Mr. Wiceiesworts. In other words, by reason of transfers to 
other appropriations, the availability figure for 1954 which I have 
just mentioned was reduced to $57,076,931? 

Admiral Furth. Yes, sir. 
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COMPARATIVE TRANSFEF 


Mr. WiacGLeswortu. It appears from a footnote in the committee 
print that there are further activities contemplated to be transferred 
to other appropriations in the fiscal year 1955 amounting to $3,402,000. 
Is that correct? 

Mr. Epwarps. No, sir; I do not recognize that figure. 

Admiral Furtna. $3,402,000? 

Mr. WicGieswortn. Yes. 

Admiral Furtru. Yes; that is correct. 

Mr. Epwarps. No; not in 1955. 

Admiral Furts. That is applied against the 1955 budget. 

Mr. Epwarps. Yes, beginning in 1955 the items shown as compara- 
tive transfers in 1953 and 1954 will, of course, become actual transfers; 
that is correct. 

Mr. Wiaeteswortnu. Off the record. 

(Discussion off the record.) 

Mr. WiaGiesworiH. Back on the record. 

There is a footnote in respect to the 1955 appropriation request for 
$61 million which indicates exclusion of $3,402,000 for activities trans- 
ferred in the estimates to other appropriations. 

When the remarks are revised I would appreciate it if someone 
would indicate briefly the reasons for each of these transfers, 

Admiral Furrs. All right, sir. 

(The matter referred to is as follows:) 


Comparative transfers 


Appropriation transferred to— | Function transferred 


“Research and development, Air Force’’- $667,000 | Navy portion of the support of the Armed 

| Services Technical Information Agency 
(ASTIA). 

“Navy personnel, general expenses’... ____| 66,000 ONR portion of the support of the consolidated 

fire-fighting facilities existing at the Naval 

Receiving Station and the Naval Air Station, 

Anacostia, and the Naval Research Labora- 

tory, Bellevue, D. C. 


“ Aircraft and facilities, Navy’’-.-_.....-- 604,000 | “Overhead charges” to be paid by Navy 

“Ships and facilities, Navy’’..............- 1,814,000 | bureaus requesting research and development 

“Ordnance and facilities, Navy’’. 231,000 work at the Naval Research Laboratory 
| (Navy Industrial Fund). 

“Servicewide operations, Navy’’..... ane 20,000 | ONR portion of the support of the board of 


examiners for scientific and technical per- 
sonnel of the Potomac River Naval Com- 
mand, 


| 
3, 402, 000 | 


OBLIGATIONS AND EXPENDITURES 


Mr. WiaGieswortH. Can you give me a recent obligation and 
expenditure figure? 

Admiral Furru. Yes, sir; Mr. Edwards has those figures. 

Mr. Epwarps. For the fiscal year 1954 as of the end of January we 
have obligated and committed $43,161,000 of our appropriation, 
which amounts to 72 percent. 

Mr. WiaeieswortH. Of which how much is obligated? 

Mr. Epwarps. $38,574,000, or 64 percent. 

Mr. Wiaeteswortn. Do you have an expenditure figure? 
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Mr. Epwarps. Yes, sir. Our unexpended balance as of December 
31 was $101,320,000. 

Mr. WiaGLeswortn. Off the record. 

(Discussion off the record.) 

Mr. Epwarps. That reflects only 6 months’ expenditure for the 
fiscal year 1954. 

Mr. WiaeteswortH. How much have you actually expended in 
those 6 months? 

Mr. Epwarps. $31,709,000. 

Mr. WiccLesworrtn. Are there any general questions, Mr. Oster- 
tag? 

Mr. Osrertrac. Let me see, Admiral, if I have this clear. As of 
January you had $101 million; is that correct? 

Mr. Epwarps. No, sir; December 31. 

Admiral Furra. January 1; yes. 

Mr. Osrerraac. That was the balance unexpended, but obligated? 

Mr. Epwarps. Of that $101 million, $28,705,000 represents the 
unobligated and uncommitted balance. This amount represents the 
work we will do in the remaining 6 months of this year. It is the cost 
of running our laboratories, and so forth, which will be obligated 
during the second half of the year. 

Mr. OsrertaG. What do you estimate will be your unobligated 
and unexpended balance at the end of this fiscal year? 

Mr. Epwarps. At the end of this fiscal year the unexpended balance 
will be $68,722,000, all of which will be obligated. 

Mr. Osrerrac. But you will have available for expenditure to 
cover previous obligations $68,700,000? 

Mr. Epwarps. Yes, sir. 

Mr. Osrertac. Plus $61 million of new money made available in 
this budget? 

Mr. Epwarps. That is correct, sir. 

Mr. OstertaG. Therefore, there will be about $129 million in that 
fund to meet obligations and to continue the program? 

Mr. Epwarps. Yes. 

Mr. OsvertaG. In your statement, Admiral, you pointed out the 
difficulties encountered during this past year. Now, does this $61 
million request bring you back in balance so that there will be no 
further complication if that amount is granted? 

Admiral Furru. Yes, sir. 


FUNCTIONS OF OFFICE OF NAVAL RESEARCH 


Mr. Osrertaa. In connection with your general activities and the 
purpose of the Office of Naval Research, as I understand it your 
functions fall into three catezories: 

First, the administration of patent problems and patents matters; 
second, the development of training equipment and then, last, the 
activity which is the broad one, the conduct of research. 

Now, in connection with the conduct of research, does it mean that 
you are the coordinating agency in the Navy so far as reasearch 
activities are concerned in all of the bureaus? 

Admiral Furtrsa. No, sir; not in the sense that we control. We 
have been made responsible by the Secretary of the Navy for the 
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coordination of the Navy’s research program and for supplementing 
the work of the bureaus. 

We must work as a team to study the entire program of research, so 
that areas which would appear to have overemphasis may be deempha- 
sized and funds may be placed to bridge gaps that appear and so that 
areas Which do not have enough emphasis may be increased. We 
supplement the Bureaus’ work in that respect. 

Dr. Piorr. I would say that we coordinate the research for the 
Navy Department. 

Admiral Furru. We coordinate, but we do not control. 

Mr. OstertAG. Well, each of the several bureaus has funds and a 
program of research. Where do these bureaus end, and where do you 
start? 

Dr. Prore. | would say this, that the principal activity of the 
bureaus in research and development is in development. Our princi- 
pal activity is in research. 

I would like to draw an analogy between an industrial operation 
and the Navy. You can take almost any large company like Du Pont 
or the Union Carbon & Carbide Co., or General Electric, and they 
have a similar research and development setup. 

Now, we are the general research activity for the Navy. The 
bureaus represent the operating companies. In Schenectady the 
General Electric Co. has a general research laboratory. Every plant 
of the General Electric Co. such as Hotpoint, the turbine division, 
and so forth, have their own engineering group that is involved in 
development. We work precisely in the same sort of fashion in the 
Navy Department. 

Thus, before we undertake any research we have to make sure that 
it fits into what the bureaus of the Navy are doing. We have ma- 
chinery set up to do it, and we have reviewing committees. We 
have an Underwater Sound Advisory Committee which is composed of 
representatives from the bureaus’ laboratories, and so forth, and we 
sit in there to see that underwater sound research is a coordinated 
program to meet the Navy’s needs, and we do it with areas that look 
most critical rather than having a very formal machine. We find 
that this is the most effective way of doing it. Although a lot of people 
like to set up very complex machinery which generates a lot of paper, 
we prefer to coordinate in terms of the content of the program rather 
than in terms of a list of projects and dollars. So, we then move in 
and try to get the scientific facts and pull them together. 

Mr. Osrertaa. The several bureaus enter into contracts for re- 
search and development through educational institutions and private 
industry? 

Admiral Furru. No, sir. 

Mr. OstrertaG. You do some of that? 

Admiral Furra. All of the contracts with the university labora- 
tories and the nonprofit laboratories are made by the Office of Naval 
Research. However, the bureaus may supply us with funds, because 
we will not have enough money to cover the entire program, and we 
actually place the money for them and administer it for them. 

Mr. Osrertac. In other words, that aspect of the program is 
handled directly through your office rather than through the bureau 
itself? 

Admiral Furrn. Yes, sir; that is correct. 
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Mr. Osrertac. By the transfer of their funds to your Office? 

Admiral Furr. Yes, sir, by the transfer of their funds to us, and 
in that way we then have a consolidated research program. Our 
funds and their funds are working together, but we administer them. 


NAVY RESEARCH AND DEVELOPMENT REVIEW BOARD 
Approy 


Net ad. 
Mr. Osrertac. You mentioned the Navy Research and Develop- . 


ment Review Board. Is it true that the Defense Department, as 


such, reviews the general program and is the coordinating agency as pe 
between the services and organizations? Suc 

Admiral Furtns. That is correct, sir. The program of the Navy is pe 
merged with the programs of the Army and the Air Force under the banet 
Assistant Secretary of Defense for Research and Development. searcl 
They are reviewed very carefully to assure that the Department of high- 
Defense has an overall balanced research and development program. other 

@r co 

Mr. OsrertaG. Off the record, 

(Discussion off the record.) these 

Mr. OsrertaG. That is all, Mr. Chairman, and t 

Mr. Mr. Sheppard. 

Mr. Suepparp. I have no questions, Mr. Chairman. widel 

condi 
AUTHORITY ESTABLISHING OFFICE OF NAVAL RESEARCH , In | 

Admiral CLiexton. Mr, Chairman, under the law that set up the pa: 
Office of Naval Research (5 U. S. Code, 475) the Secretary of the the i 
Navy has charged the Office of Naval Research with the following: plishe 

1. The encouragement, promotion, planning, initiation, and coordination of = oa 
naval research. 

2. The conduct of naval research in augmentation of and in conjunction with ton és 
the research and development conducted by the respective bureaus and other with , 
agencies and offices of the Navy Department. bir 

That is the law under which this Office was set up. work 

Mr. Wiacteswortu. I notice page 3 of the justifications contains a 
the following statement: throu, 

In conducting the broad supporting research work for the Navy, the Office of before 
Naval Research provides the link which ties these various functional programs intro¢ 
together. This is accomplished through the conduct of supporting research in source 
the fundamental sciences, in such fields of common interest as metallurgy, elec- thus i 
tronics, chemistry, acoustics, and power; and through the monitorship of research Mi 
in broad fields of warfsre such as antisubmarine warfare, mine warfare, amphib- P ea 
ious warfare, and air warfare. 18 P 

It is basic research, is it not, in fields which are common to several - 
or all research and development programs in other parts of the Navy? 

Admiral Furra. That is correct, sir. Using the words of the lay- Fo 
man, we do not deal in hardware, sir, We deal in information. activ 
That is our main objective, to provide the necessary information show 
to the materiel bureaus so that they, in turn, may develop the hard- vear. 
ware. 

APPROPRIATION INTRODUCTION 
Bu 

Mr. WicGcieswortu. Without objection we will include at this tions 
point in the record pages 2 and 3 of the justifications entitled, “Ap- is for 
propriation Introduction.” is fol 


(The matter referred to is as follows:) curre 
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Resparcu, Navy 


Appropriation introduction 


Fiscal year | Fiscal year | Fiscal year 
1054 


| 
Appropriation or estimate... ._- ‘ ieaetad $70, 000, 000 | $58, 600,000 | $61, 000, 000 
Net adjustments... —4, 813, 489 —1, 623, 069 | 
Total direct obligations , | 65, 186, 511 56, 976, 931 | 61, 000, 000 
| 


Successful development of weapons and equipment for naval use requires 
continued and determined research of many types and in many varied fields. 
This is because the weapons themselves must meet a wide variety of operational 
missions. Naval aircraft missions include the relatively low speed, low altitude 
search and attack capabilities of antisubmarine warfare; the high and low altitude, 
high-speed detection, interception and destruction of enemy aircraft; and such 
other problems as aerial mine laying, patrol, convoy protection and amphibious 
air cover. The missions of our surface craft and undersea craft also vary greatly 
and again include a number of different operational requirements. Coupled with 
these widely varying missions is the inherent naval problem posed by the sea 
and the environmental conditions above it and beneath its surface. These all 
combine into the difficult problem of satisfactorily developing weapons and 
equipment to operate in aircraft, and aboard surface ships and submarines, in 
widely varying temperatures and all kinds of weather, and under the peculiar 
conditions posed by the operational medium itself. 

In general, the research and development programs carried out by the material 
bureaus are designed to meet functional responsibilities, such as an aircraft 
program, a ship program, or an ordnance program. In conducting the broad 
supporting research work for the Navy, the Office of Naval Research provides 
the link which ties these various functional programs together. This is accom- 
plished through the conduct of supporting research in the fundamental sciences, 
in such fields of common interest as metallurgy, electronics, chemistry, acoustics, 
and power; and through the monitorship of research in broad fields of warfare 
such as antisubmarine warfare, mine warfare, amphibious warfare and air war- 
fare. The Office ot Naval Research is able, through this broad overall familiarity 
with the warfare objectives of the Chief of Naval Operations and the develop- 
ment programs of the bureaus, to provide the necessary supporting research 
work so essential to the timely solution of the complicated problems involved. 
Development of weapons systems which will most effectively meet the require- 
ments of the operating forces is also fostered by the Office of Naval Research 
through the application of operational analysis to techniques to proposed systems 
before they are undertaken and to newly developed weapons before they are 
introduced into the fleet. Gaps in technical knowledge and the most fruitful 
sources for long range improvement of naval capabilities through research are 
thus identified and pursued. 


Mr. WiacieswortH. This appropriation request for $61 million 
is broken down into 5 budget activities as appears on page 5 of the 
justifications. 

ResbaRCH AND DEVELOPMENT 


Four of the five show slight reductions. The large item, budget 
activity 1, “Research and development,” calls for $49,427,000 and 
shows an increase of $4,319,069 as compared with the current fiscal 
vear. 

CONTRACT RESEARCH PROGRAM 


_ Budget activity No. 1 is covered on pages 6 to 19 of the justifica- 
tions and is, in turn, broken down into 4 projects, the first of which 
is for the “Contract research program,” where the estimate for 1955 


is for $29,700,000, an increase of $3,452,069 as compared with the 
current fiscal year. 


a 
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The justifications state, among other things, that the contract 
research program is accomplished by means of contracts with com- 
mercial and industrial laboratories, with universities, and with non- 
profit laboratories and institutions, the objective being to obtain the 
best possible research results in an economical manner. 

Also that it includes research in scientific fields such as chemistry 
which contributes to such products as propellants, coatings, and cor- 
rosion protection; physics and nuclear physics—of fundamental 
importance in all material problems; mathematics which aids in such 
important areas as operational analysis; the earth sciences, par- 
ticularly oceanography which is so vital in our understanding of the 
sea and its physical characteristics; and the biological sciences. 
Also that it includes work in the important engineering fields of 
Navywide interest such as power, electronics, metallurgy and mechan- 
ics, including hydromechanics, and the difficult warfare areas of 
antisubmarine warfare, mine warfare, amphibious operations and air 
warfare. 

Do you have such a thing as an itemized list of the work contem- 
plated in 1955 which we could have a look at? 

Mr. Epwarps. Yes, sir, we have such a list. It is classified, 
“secret.” 

Mr. Wiaaieswortn. Yes, I understand that. 

Mr. Epwarps. We have it with us. 

Mr. Wiaae.tesworrtn. I notice, as a result of the procedural error 
which we have already discussed, you state that funds available for 
the fiscal year 1954 barely provided for the financing of Navywide 
commitments and the operations evaluation group on a significantly 
reduced scale, and that no funds were available for immediate emphasis 
on new problems. 

Does this request reflecting an increase of $3,452,000, as compared 
with the current fiscal vear, contemplate an equivalent increase in 
new work? 

Admiral Furrns. That is partially correct, sir. Part of this money 
will be used, of course, to continue existing contracts, and a part of 
it will be used for new contracts. 

We were not able to finance many of our contracts during the fiscal 
vear 1954 for a 12 months’ period. Some of them we could only 
finance for an 8 months’ period, and they will be due for refinancing 
as of July 1 of this year. 

Mr. WiaGLeswortu. Are there any questions on project 1A, Mr. 
Ostertag? 

Mr. Osrertaa. Project 1A, Admiral, under budget activity 1, 
research and development, deals specifically with contract research 
programs? 

Admiral Furru. Yes, sir. 

Mr. Ostrertac. In other words, the $29,700,000 estimated in this 
budget is exclusively for outside contracts, for work in institutions 
and laboratories? 

Admiral Furra. It will be used for the industrial and the non- 
profit and the university laboratories, and small sums may be used in 
military laboratories not under the direct control of the Office of 
Naval Research. 
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Mr. Osrertac. And for that purpose you require a substantial 
increase, that is, an increase of $3.4 million? 

Admiral Furtsa. That is a substantial decrease, sir, if you will 
notice as compared with 1953. 


SECURITY SAFEGUARDS ON OUTSIDE CONTRACTS 


Mr. Osrertac. What steps do you take, if any, to provide for the 
protection of these developments when you operate through outside 
organizations? What I am referring to is the security involved in 
these new developments. After all, a part of the purpose of research 
is to be in advance of any potential enemy. Granted that they are 
operating in all types of fields, what kind of security is provided and 
what steps are taken by your Office in connection with, let us say, 
the outside contracts? 

Admiral] Furru. In the case of all contracts which are awarded and 
cover classified information we follow the security instructions of the 
Department of the Navy in the matter of clearing individual workers, 
and also clearing those members of a board of directors or regents of 
the university who have access to any of this information. 

In other words, anybody having access to the information must be 
cleared, and we establish a similar restriction over our laboratory 
work as we would do in an industrial organization producing equipment 
for a material Bureau. 

Dr. Prorr. May I add that in the classified area we have a Board 
to review everything that goes to publication and to study it prior to 
publication. 

Mr. Ostertac. You feel that you maintain adequate safeguards 
to protect the interests of our country in such operations? 

Admiral Furru. Yes, sir, we do. 

Mr. Ostertac. That is all I have, Mr. Chairman. 

Mr. Mr. Sheppard. 

Mr. Suepparp. I have no questions, Mr. Chairman. 


CARRYOVER OF UNEXPENDED FUNDS 


Mr. Wiaa@.teswortn. Let me ask you one question before we pro- 
ceed to the next project, Admiral. I understand that you estimate 
that as of June 30 there will be a carryover of unexpended funds of 
about $68 million, is that correct? 

Admiral Furta. That is correct, sir. 

Mr. WiGcG.Leswortn. That is a little more than you are requesting 
in this appropriation overall? 

Admiral Furtu. Yes, sir. 

Mr. WiceteswortH. What does that $68 million represent? 

Mr. Epwarps. Mr. Wigglesworth, that $68 million represents the 
unliquidated balances of our research and development contracts that 
will be outstanding at the end of the fiscal year 1954. I should say 
it essentially represents that. Except for our contract work our 
operations are on an annual basis. 

If you will recall, in 1946, when the Office of Naval Research was 
established, Public Law 588 gave us a rather unique appropriation. 
We had the normal 1 year availability for obligation, but we were 
given 5-year availability for expenditure because it was recognized 


} 

i 
3 

4 


774 


at that time that we were going to be dealing in contracts of rather 
long duration. I believe that was unusual since I do not think that 
there was any other appropriation like that at the time. Since that 
time the committee has changed our unique annual appropriation to 
a no-year appropriation. 

In addition, in 1951 you gave us a specific amount of money with 
which to place our research programs on a long-range basis. 

What this $68 million actually represents is a contract research 
program that is financed on an average of about 26 months in terms 
of the life of the contract. You see, research is a continuous process 
and individual projects frequently ran for many years. In addition, 
we attempt to get the best scientific personnel we can to work on them. 
To accomplish this, we must be able to give them a reasonable tenure 
of office in terms of the research contemplated. When we employ 
them we both know it is going to be a long-term project, and we 
both know that financing it on a year-to-year basis is not reasonable. 
The universities do not themselves hire qualified people on a year- 
to-year basis. 

he existence of this $68 million does not, in any way, increase the 
amount withdrawn from the Treasury. It is just a device that this 
committee has given us to give the scientists who are working on 
these projects the assurance of something better than a hand to 
mouth existence. 

It has been of great assistance to us in obtaining the best scientific 
people to go along with our program. The amount itself is just a 
bookkeeping figure. The amount we have unexpended at the end 
of each year has no effect on the amount of money that we are going 
to spend on the program in the coming year. 


NAVAL RESEARCH LABORATORY 


Mr. Wiae_eswortn. Project 1B, Naval Research Laboratory, calls 
for $13,427,000 for the fiscal year 1955, as compared with $13,271,000 
in the current fiscal year, and $13,188,000 in the fiscal year 1953. 

What is the explanation of the increase requested there? 

Mr. Epwarps. Mr. Wigglesworth, there is no specific item repre- 
sented by that increase. The Naval Research Laboratory operates 
under the naval industrial system whereby ONR is just one more 
customer of the Laboratory along with the other bureaus and agencies 
of the Government. 

The $13,427,000 represents the total cost of those projects we will 
be conducting at the Laboratory in 1955 as represented by that list 
that 1 showed you a moment ago. 

There is no increase in the level of the operation of the Laboratory. 
Actually, from the standpoint of total dollars there will be a re i 
stantial decrease in its level of operation. 

Mr. WieeLeswortu. Do you mean there is a decrease in opera- 
tional costs, and that this increase which is before us represents an 
increased number of projects? 

Mr. Epwarps. It represents the increased cost of the group of 
projects furnished. Actually the Laboratory will drop from a level 
of approximately $26,100,000 down to $25,300,000, or almost a $1 
million drop. 

Mr. WicGLeswortn. Off the record. 

(Discussion off the record.) 
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PERSONNEL 


Mr. WicGLeswortu. How big a personnel setup do you have at 
this laboratory? 

Admiral Furru. A population of roughly 3,500 people. 

Dr. 3,200. 

Admiral Furrnu. Yes, 3,200 people. 

Mr. WiccLeswortu. Is there any change contemplated in the fiscal 
year 1955? 

Admiral Furru. No, there is no material change. This is the 
approximate level at which we hope to keep the operation. 


OBLIGATIONS 


Mr. WicGLeswortu. Do you have an obligation figure as of some 
recent date? 

Mr. Epwarps. For the Naval Research Laboratory? 

Mr. WiaGLeswortu. Yes. 

Mr. Epwarps. Yes, sir, I do have. 

The laboratory’s R. and D. funds for this year total $9 million, of 
which $5,619,000, or 62 percent, have been obligated. 

Now, this is not going to tie into those figures you see in the budget 
because of the comparability transfer in this case, Mr. Wigglesworth. 

Mr. Wiaacieswortn. Off the record. 

(Discussion off the record.) 

Mr. WicGiesworrtu. That is as of what date? 

Mr. Epwarps. As of January 31. You will find the other half of 
it when you get into budget activity 2 

Admiral CLexton. The 1956 budget will be all on the same basis, 
1954, 1955, and 1956. 


SPECIAL DEVICES CENTER 


Mr. Project 1C, “Special devices center,’ requests 
$6 million for the fiscal year 1955, as compared to $5,294,000 in the 
current fiscal year 

The justifications state that, 

The special devices center is the Navy’s center for the design and development 


of training equipment and training techniques for use by the training agencies of 
the Navy. 


Also: 


The program includes the development of operational flight-training equipment 
for various types of conventional aircraft and helicopters, shipboard trainers for 
antisubmarine operations and fire control, advanced radio and radar operator 
trainers, sonar attach teacher trainers— 


and other similar work. 
The justifications also state that— 


The objective of the research and ren pseern program of the special devices 
center is the conservation of time, lives, and material through research leading to 
the actual development of new and improved training methods and equipment. 


Here again you state that the request represents an increase of 
approximately $700,000 over the funds available in the fiscal year 
1954, but that it does not represent an increase in the general operating 
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level of the special devices center as measured in terms of project 
workload or personnel and facilities. 

What is the situation there today? 

Admiral Furru. The $700,000 increase is to cover specific projects 
on a shopping list which has been approved by the Chief of Naval 
Operations for development this year. 

Mr. Wieeieswortu. Do you have a confidential list that we could 
look at? 

Admiral Furru. Yes, sir; we have a shopping list for you, sir. 

Mr. Epwarps. It is in the list you saw, but we will find them 
specifically for you. 

Mr. Yes. 

Admiral Furrn. Because this is a contract operation, Mr. Wiggles- 
worth, the increase in funds does not require an increase in personnel 
at the special devices center or in the facilities at the special devices 
center. 

Mr. WicGLeswortn. What is the size of this setup? 

Mr. Epwarps. In what way, Mr. Wigglesworth, from the stand- 
point of personnel? 

Mr. WiaGLesworth. Yes. 

Mr. Epwarps. There will be 425 man-years of civilian personnel 
in this activity in 1955. 

Mr. WiaGiteswortH. What is the comparable figure for this year? 

Admiral Furrn. The same as 1954, sir. 

Mr. Epwarps. It was slightly larger in 1953. All of the personnel 
involved in this program are carried in the maintenance and operation 
category. 

The $6 million reflected under “Research and development” 
includes only the cost of the contracts and nothing else. For your 
review the size and level of operations of the activity are shown under 
“Budget activity 2.” 


UNDERWATER SOUND REFERENCE LABORATORY 


Mr. Wiae.eswortn. For project 1D, “Underwater Sound Refer- 
ence Laboratory,” the request for $300,000 for the fiscal year 1955 is 
substantially the same as in the last 2 years. 

The justifications indicate that this laboratory conducts a program 
in research and development leading to new methods and techniques 
in measurements for use in evaluation of the effectiveness of under- 
water acoustics equipment and materials. 

What does this item cover, “Salaries and expenses’’? 

Mr. Epwarps. This is the direct cost of research and development 
at the Underwater Sound Reference Laboratory. 

Mr. WiaG_eswortru. How many personnel do you have there? 

Mr. Epwarps. There is a total of 86 man-years. Under this 
budget activity, however, there are only 47 man-years. The balance 
will be under ‘Maintenance and operation.” 

Mr. WiceGiesworts. About the same level both years? 

Mr. Epwarps. Yes, sir, exactly. 

Admiral Furrns. Yes, sir. 

Mr. Wicciesworrn. Are there any questions on projects 1B, 
C,orD? Mr. Ostertag, do you have any questions? 
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Mr. Ostertac. I have no questions, Mr. Chairman. 
Mr. Mr. Sheppard? 
Mr. SHepparp. No. 


MAINTENANCE AND OPERATION OF RESEARCH FAcILitIEs 


Mr. WiceiesworrtH. Budget activity No. 2, ‘Maintenance and 
operation of research facilities,’ calls for $5,103,000 for 1955, a 
decrease of $75,000 as compared with the curreut fiscal year. 

It is broken down into 5 projects as appears from page 20 of the 
justifications, 4 of which show a small decrease or no increase, and 
1, a new item in respect to penalty mail, reflects an increase of $50,000. 

This activity is covered on pages 20 to 31 of the justifications. 


NAVAL RESEARCH LABORATORY—PLANT ACCOUNT 


Project 2A, Naval Research Laboratory, plant account, calls for 
$725,000 for the fiscal year 1955, a decrease of $40,000 as compared 
with the current fiscal year. 

Is this all maintenance? 

Admiral Furru. This is all maintenance, yes, sir. 

Mr. WieG_Leswortu. I note that the justifications state that: 

The net decrease of $40,000 in the 1955 estimate refiects an increase of approxi- 
mately $7,000 (12 percent) in shop equipment; a decrease of $16,000 (3 percent) 
in research equipment; and $31,000 (16 percent) in plant improvements, 


SPECIAL DEVICES CENTER 


Project 2B, Special Devices Center, requests $2,750,000 for the 
fiscal year 1955, as compared with $2,832,000 in the current fiscal year. 

The justifications state that the funds provided under this project 
finance the indirect costs of the Special Devices Center contractual 
research and development program, and the total costs of general 
administration, staff services, plant maintenance and operation, safety 
measures, and security. Included are: 

The indirect costs of research and development, including the salaries of all 
pers6ns engage’ in the direction of the contractual program of research and de- 
velopment, and the costs of salaries, materials, and equipment for the laboratory 
operations at the Center. 

Also the costs of general administration and staff services; plant 
maintenance and operation; major repairs; and material inspection 
service. 

Off the record. 

(Discussion off the record.) 

Mr. Wiec.ieswortuH. There is a table on page 25 of the justifica- 
tions which gives the percentage of direct and indirect costs of this 
program for the fiscal years 1953-55, which includes, among other 
things the fact that for 1955 the percentage of direct costs will be 76.5 
percent, and for indirect costs 23.5 percent. 

Off the record. 

(Discussion off the record.) 
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Mr. Wiaciesworts. Is there any breakdown of this $2,750,000 
item which you request? 

Mr. Epwarps. There is no breakdown in the budget, sir. How- 
ever, I have a functional breakdown of everything that goes on at the 
center under this activity which I can either give you now or insert 
in the record. 

Mr. Wiee.eswortu. How extensive is it? 

Mr. Epwarps. It takes these two pages together to show it. 

Mr. Wrowmewonta. This is for the Naval Research Laboratory; 
is it not? 

Mr. Epwarps. You will find that both of them are on here, sir. 
I can pull the figures and put them in a more concise table if you would 
like to have them. 

(The matter referred to is as follows:) 


Maintenance and operation of the Special Devices Center 


7 
| 


Fiscal years 


| 
| 


Estimate, Estimate, 
| Actual, 1953 | 1954 1955 


= 


Costs by function: | 
$501, 100 | $459, 000 $448, 600 


Command and staff services... 
Maintenance, upkeep, and repairs: | 
Grounds and ground structures..........___....-...-- 28, 200 | 26, 000 26, 000 
Buildings and 199, 500 | 201, 000 201, 000 
weight- and construction | 
Subtotal __ = 252, 095 257, 000 273, 550 
—-—] 
Special } 85, 672 47, 500 18, 000 
nt property: Buildings. ane 61, 130 79, 500 52, 000 
Station operations ?_ -| 1, 568, 146 1, 630, 000 1, 606, 850 
Station services: 
Utilities and communications _.......___.. ._........- 50, 386 51, 000 43, 000 
Transportation, weight- handling and construction 
equipment 39, 000 39, 000 39, 000 
Grounds and buildings re eee egTH 100, 500 101, 000 101, 000 
Supply services. 165, 000 | 168, 000 168, 000 
Subtotal } 354, 886 359, 000 351, 000 
Total estimated obligations... 2,828,020 | 2,832,000 | 2,750, 000 
Costs by object class: 
01 Cis ee aE 2, 203, 796 2, 183, 000 2, 183, 000 
195, 157 207, 000 
424, 076 442, 000 417, 000 
Total estimated obligations... _- 2, 823, 029 2, 832, 000 2, 750, 000 


! Projects which cover the nonroutine recurring work required to keep or restore the plant property in a 
condition substantially equivalent to its original or designed Les pay and efficiency by replacement. 

2 Includes the indirect costs of research and development, such as the costs of the technical and engineers 
ing shops, the publication of utilization manuals, and the Material Inspection Service. 


Mr. Wiaeiesworrn. Are there any questions on projects 2A or 2B, 
Mr. Ostertag? 

Mr. Osrrrtac. No. 

Mr. Wiecieswortu. Mr. Sheppard? 
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SCOPE OF PRODUCTION PROGRAM 


Mr. SuwpparD. With reference to page 27 of the justifications do 
1 understand your response to the chairman to be to the effect that 
these figures represent funds that will be expended by the departments 
designated here under your “Division for functional purposes’’? 

Admiral Furrn. They are funds which will be appropriated to the 
departments indicated here. Our agency will contract and write 
specifications for the procurement of the equipmert covered. 

Mr. Sueprarp. And this does not represent any portion of your 
funds, but it is merely in here for informational purposes? 

Admiral Furtu. That is correct, but we must supply the personnel 
to handle them. 

Mr. Wiaetesworrn. Off the record. 

(Discussion off the record.) 


AFTERNOON SESSION 
UNDERWATER SOUND REFERENCE LABORATORY 


Mr. WiaeieswortH. The next project, 2-C, is for Underwater 
Sound Reference Laboratory. 

Admiral Furtra. Mr. Chairman, I want to call your attention to a 
typographical error on page 28, to which you are referring. In the 
third line, the statement says ‘direct cost.’”’ That should be “indirect 
cost.” 

Mr. WiceLesworts. Thank you—this item calls for an appropria- 
tion of $188,000, the same amount as in the current fiscal year. The 
budget activity states: 

The Underwater Sound Reference Laboratory prosecutes a research, develop- 
ment, calibration, and evaluation program as outlined under the research and 
development portion of the justifications. Funds requested under this project 
provide for the indirect costs of the research and development program and are 
determined to a large degree by the activities of the basic program of the labora- 
tory. The basie program is said to be controlled to a large degree by the activity 
of the material bureaus of the Navy in their research and development in the field 
of underwater sound. 


BRANCH OFFICES 


Project 2—D “Research branch offices,’ requests $1,390,000 or 
$3,000 less than in the current fiscal year. The justification indicates 
that the ONR continental branch offices administer the contract re- 
search program in the field, accomplished through a staff of military 
and civilian scientific personnel and civilian contract administrators 
who keep in contact with the scientific research agencies in order to be 
informed of the scope of research being undertaken and to evaluate 
specific research for possible value to the Navy Department. 

How many of these branch offices are there? 

Admiral Furra. There are branch offices in Boston, New York, 
Chicago, San Francisco, and Pasadena and we maintain a very small 
office here at the naval research laboratory in Anacostia for the South- 
east region. One other office is located in London, England, for the 
purpose of collecting scientific information in the United Kingdom 
and on the Continent. 


¥ 
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Mr. WiccLeswortu. There is no increase in the number of offices 
for 1955 over 1954? 

Admiral Furru. No; they will be maintained at the same number 
and level. 

Mr. WicGLeswortH. What is the personnel involved in these seven 
offices? 

Mr. Epwarps. 194 people. 

Mr. WicG.ieswortu. For both years? 

Admiral Furtu. Yes. 

Mr. Wiacieswortn. I note the justification indicates “appreciable 
economies in personnel and other supporting costs were achieved during 
the late months of 1953 and will be continued during 1954 and 1955.” 

What was the personnel for 1953? 

Mr. Epwarps. There were 191 man-years in 1953, costing 
$1,505,000. 

Mr. WicG.eswortu. Where is the “appreciable economy” referred 
to? 

Mr. Epwarps. In 1953, Mr. Wigglesworth, we were in the process 
of building up the branch offices to assume additional Navywide 
responsibilities. Actually the appreciable savings referred to resulted 
from required personnel attrition and from the cancellation of person- 
nel commitments which had been approved and for which billets 
were available. The Office of Naval Research was made responsible 
for the administration of all Navy research and development contracts 
with universities. Instead of getting any additional personnel to 
accomplish this, we have had to do it with the same number of 
personnel we had at that time. 


PENALTY MAIL 


Mr. WicGieswortu. Project 2—E, “Penalty mail,” a new item 
requests $50,000. The justification states: 

Funds requested for this project for the fiscal year 1955 are based on the 
projection of prior year statistics of mail bearing the penalty indicia prescribed 
by law. 

How d an estimate is this, Mr. Edwards? 

Mr. Epwarps. The estimate, Mr. Wigglesworth, is to a large 
extent a guess based on the statistics we ote available. We have 
not had any previous experience to go on. 

Mr. WicGieswortH. Any questions on this item? 


UNDERWATER SOUND ACTIVITIES 


Mr. SHepparp. Does a curtailment of this activity in any way, in 
your contract, depend upon a continued condition of the corresponding 
amount? 

Mr. Epwarps. I do not quite understand. 

Mr. Suepparpb. Have you been able to absorb the additional work- 
load or is it being done by putting in overtime, or how? 

Admiral Furra. The increase in personnel of three man-years—— 

Mr. Epwarps. They have been told they will have to get along 
with the staff they have with minor internal adjustments. 

Mr. Sueprparp. What advances have you made in underwater 
penetration for sound detection work? 

Admiral Furru. This should be off the record. 

(Off the record discussion.) 


In 


Mr. 
mainte 
of $16 
is COVE 
projec 


The 
page ¢ 
1954, 
are id 
(d), er 
from | 
fiscal 


The 


Fun 
repair, 
naval ] 
nance | 
operati 
$161, 0€ 

Eac 
notice 
utiliza 


To 
Adi 
parts 
catalo 
Mr 
estim: 
reduc 
r 

Ad 
ear 
Mr 
Adi 
in iny 
Mr 
Ad 
maki 
that i 
in the 
junct 
ized t 
able t 


| 


781 


INSTALLATION AND MAINTENANCE OF TRAINING EQUIPMENT 


Mr. Wiaccteswortu. Budget activity, No. 3, “Installation and 
maintenance of training equipment,” requests $3,180,000, a decrease 
of $163,000 as compared with the current fiscal year. This activity 
is covered on pages 32 to 39 of the justifications, broken down into 2 
projects: Special devices center and branch offices. 


SPECIAL DEVICES CENTER 


There is a breakdown of project 3—A, “Special devices center,” on 
page 34 of the justifications speaking in respect to fiscal years 1953, 
1954, and 1955. The 1955 request of $3,075,000 shows 5 items which 
are identical in amount with those in the current year, and 1 item, 
(d), entitled “‘Service contracts”’ in respect to which there is a decrease 
from $1,310,000 in fiscal year 1954 to $1,149,000 requested for the 
fiscal year 1955. 

The justification indicates: 

Funds provided under this project will be used to modify, modernize, overhaul, 
repair, recondition, and install training equipment, and to train and instruct 
naval personnel at training activities in the utilization, operation, and mainte- 
nance of the training equipment. Although there will be more equipment in 
operation in 1955 than in 1954, the estimate reflects a decrease in funds of 
$161,000 for service contracts. 

Each of the five items is described in the succeeding pages. I 
notice that experience is said to indicate that with the accelerated 
utilization of devices, the initial supply of spare parts was insufficient. 


SPARE PARTS 


To what extent are spare parts necessary in this type of equipment? 

Admiral Furrs. The spare parts which are being referred to are 
parts peculiar to the service; that is, parts not common to the naval 
catalog. 

Mr. Epwarps. Procurement for this will be $800,000 in 1955 and 
estimated usage will be $910,000 in 1955. We are attempting to 
reduce the inventory as indicated by these figures. 

Mr. WicGLeswortH. What do you have on hand now? 

Admiral Furtu. We will have on hand at the beginning of the 
year $3,378,000. 

Mr. WicGLeswortH. To which sum you add $800,000? 

Admiral Furtnu. Yes; and subtract $910,000 with a net reduction 
in inventory of $110,000. 

Mr. WicG.LeswortH. Do you need all of that inventory? 

Admiral Furtru. At the present time we feel that we do. We are 
making a very determined effort to reduce the inventory by the use— 
that is, by making the contractor use more of parts common to those 
in the Federal and Navy catalog. To achieve this objective, in con- 
junction with the Bureau of Supplies and Accounts, we have reorgan- 
ized the supply function at this center, and we believe that we will be 
able to reduce the inventory carried in the future. 
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BRANCH OFFICES 


Mr. WicGLeswortu. Project 3-B, “Branch offices,” requests 
$105,000, or $2,000 less than in the current fiscal year. 
The justification states: 


Special devices sections are located in three of the OE NR branch offices, Chicago, 
Pasadena, and San Francisco. 


Also that— 


These groups represent the special device center in all matters pertaining to 
the installation and maintenance of training equipment. 

Are there any questions under project 3—A or 3—B, Mr. Ostertag? 

Mr. OstrertaG. No questions. 

Mr. Suepparp. No questions. 


PATENTS 


Mr. WiaGcLeswortu. Budget activity No. 4, “Patents,” requests 
$780,000, a decrease of $20,000 as compared with the current fiscal 
vear. 

The justification states that the Office of Naval Research, as has 
been pointed out— 
is responsible for the administration and control of all activities within or on 
behalf of the Department of the Navy relating to patents, inventions, trade- 
marks, copyrights, royalty payments and matters connected therewith and for 


coordinating such activities with the research, development and procurement 
activities of the Navy. 


Also that— 


The primary objective of the Navy patent program under this responsibility is 
to minimize or avoid entirely any payment for the use of a patented invention. 


Further— 


that inasmuch as most every patent application filed and patent obtained will 
produce savings for the Government, every effort is being made to reduce the 
eens of applications awaiting preparation for filing in the United States Patent 

ce, 

There is a breakdown on page 42 of the justifications in terms of 
fiscal years 1952, 1953, 1954, and 1955, showing applications awaiting 
preparation for filing at the beginning of the year, applications pre- 
pared during the year, and applications awaiting preparation at the 
end of the year, which indicates as to applications awaiting preparation 
at the end of the year, 1,023 for fiscal year 1953; 973 for fiscal year 
1954; and 943 estimated for fiscal year 1955. 

The table on page 43 of the justifications indicates, 1 take it, the 
oem of applications requiring amendment pending at the end of 
the year? 

Admiral Furra. No. Those are the numbers of amendments 
prepared during the year. 

Mr. Wiccieswortn. I am referring to the line right above that. 

Admiral Furra. Pardon me. Applications pending at the end of 
the year; yes, that represents the number pending. 

Mr. Wiceteswortx. Which require amendments? 

Admiral Furru. Yes. 

Mr. Wieeieswortu. The table shows that in 1955, it is estimated 
that 3,471 of these applications will be pending at the end of the 
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year, and that amendments will be prepared during the year to the 
extent of 1,909. 

Admiral Furr. Yes. 

Mr. Wiae._eswortn. How much personnel does this project require? 

Mr. Epwarps. It had 105 man-years in 1954 and is being reduced 
to 101 man-years in 1955. 

Mr. WiaG.ieswortnu. This project was covered to some extent in 
your overall statement at the beginning of the hearings. 

Are there any questions on this project No. 4, Mr. Ostertag? 

Mr. OsrertaG. Just one question and that is, the primary responsi- 
bility in this field is to protect the Navy and the Government interests 
in connection with these patents and copyrights? Is that correct? 

Admiral Furru. Yes, that is correct. 

Mr. OstertaG. Involved in this program is there any relationship 
whereby you receive royalties? 

Admiral Furru. No; we do not receive royalties. Any patents 
which are declared in the public domain are made available license 
free to contractors. Contractors undertaking that work have no 
royalty involved. 

Mr. OstertaG. In other words, if you invent something through 
the means of research and you no longer want exclusive right, the 
system permits you to open it up to private business or to anyone? 


NUMBER OF PATENTS PENDING AND OBTAINED 


Admiral Furtu. Yes, sir, exploitation by commercial interests. 

Mr. SHepparp. With reference to page 43 of the justifications 
which indicates that in 1953, you had applications pending at the 
end of the year of 3,191, in 1954, 3,341; and contemplated in 1955, 
3,471. Does that mean the total number of patents pending in the 
Patent Office? 

Admiral Furrs. Yes. 

Mr. Suepparp. Then you added between 1953 and 1954, 150? 

Admiral Furr. Yes, backlog. 

Mr. SHEpparD. And you contemplate adding to the 3,341 at the 
end of 1954, 130 more? 

Admiral Furrn. That is correct. The net increase in the backlog 
as we anticipate it. 

Mr. SHerparp. What I presume in reference to these patents is 
that you take a patent application pending until such time as a 
patent actually is granted? 

Admiral Furru. Yes, we file an application. 

Mr. SHepparp. How many actual patents were accredited in the 
Patent Office in the fiscal year 1953, if you can tell me? 

Admiral Furr. I do not have that figure. We will be able to 
supply that information, but I do not have it with me. 

r. SHEPPARD. Very well. And I would like the figures for 1953 
and 1954 and what is contemplated in 1955. 
Admiral Furrn. Yes. 
(The information requested follows:) 
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Patents obtained by the Department of the Navy, fiscal years 1953, 1954, and 1955 


Patents obtained: 
Actual fiscal year 1953_ 484 
Estimate fiscal year tx ~ 1 SO 


Mr. Suepparb. Now, as to 1953, the patents whieh were granted, 
how many of them can you tell me, or can you supply the information 
for the record later on—how many have been farmed out to private 
operators? 

Admiral Furra. By farmed out, do you mean—— 

Mr. Suepparb. | mean, after you get patents, how many of those 
patents granted have you contracted out to private producers? Have 
there been any that you can recall at the moment? 

Admiral Furrn. | think I might not quite understand your ques- 
tion. 

Mr. Suepparp. Well, let me put it this way: You have made ap- 
plications for a series of patents? 

Admiral Furrnu. That is correct. 

Mr. Sueprarp. And let us assume that for fiscal year 1953 the 
Patent Office would have accredited you with patents, say, hypothetic- 
ally, of five. 

Admiral Furru. Yes. 

Mr. Sueprarp. Now, those patents protect the Federal Govern- 
ment and my question is, how many of the total of approved patents 
that were issued by the Patent Office in 1953, and possible 1954, are 
being used? 

Admiral Furra. We are manufacturing for ourselves under those 
patents. 

Mr. Sueprarp. In all instances? 

Admiral Furrs. In most all instances, yes. 

Then we simply hold the patent rights and the commercial concern 
produces for us. Now, other cases would be where there is no secret 
classification, no security provision tied up with the patent, in which 
case we would make the patent available for licensing to industry 
which could then exploit it for commercial purposes. 

I do not know whether we will be able to provide you with the 
information as to how many Government patents have been licensed 
to industry, where the Government has made the patents available 
for licensing. 

Mr. Suerparp. Assume that you have patents granted to you that 
involve no security concept. 

Admiral Furru. Yes. 

Mr. Suepparp. It will become, so far as I am concerned, a useable 
patent to the industry which may want it? 

Admiral Furrn. That is correct. 

Mr. Sueprarp. That is farmed out under contract, by you, through 
the Department of Commerce, as I understand it. 

Admiral Furru. We issue the license, yes. 


PATENTS OBTAINED FOR LICENSING BY NAVY 


Mr. Sueprarp. Would you know, from your operations, the num- 
ber of such patents? 
Admiral Furrs. I do not know but I can find out. 


Paten 


Patent 
Patent 


Up 
unde! 
cedut 
grant 
thori 


PATE 


|__| 

Mi 
Ad 
Mi 
comfy 
patel! 
troul 
j Ad 
M: 
Ne 
(T 

| 
Or 
Gove 
2 wh 
j 
A 
gral 
ing 
N 
i give 
A 
dete 
duce 
by: 
If i 
by. 
pat 
of t 
me! 
I 
ma 
cat 
} 
wo 
mil 
me 


785 


Mr. Suepparp. That information could be gathered? 

Admiral Furru. Yes; I will try to get it. 

Mr. Sueprarp. I wish you would because I would like to see the 
compensating factors involved in the protective operation as to 
patents which vou develop, and if that can be done without too much 
trouble and inserted in the record, I would be happy to have it. 

Admiral Furru. I certainly will make every effort to get it. 

Mr. Suepparp. Thank you very much, Admiral. 

No further questions, Mr. Chairman. 

(The information requested follows:) 


Patents obtained for licensing by the Department of the Navy, fiscal years 1953, 1954, 
and 1955 


Actual, Estimate, Estimate, 
fiscal year fiscal year fiscal year 
1953 1954 1955 
Patents available for licensing._....................-.--.... 194 225 225 
Patents not available for licensing..................-.-.. 290 325 2. 


NAVY LICENSING POLICY ON GOVERNMENT-OWNED PATENTS 


Upon request, it is the policy of the Department of the Navy to grant licenses 
under Government-owned patents which it has obtained. Under present pro- 
cedure, licenses granted are revocable, nonexclusive, and royalty free. The 
granting of exclusive licenses is not permitted without specific legislative an- 
thority. 


PATENT LICENSES GRANTED BY THE DEPARTMEMT OF THE NAVY, FISCAL YEARS 
1953 AND 1954 


Only a limited number of licenses have been requested from the Navy under 
Government-owned patents. Those granted during fiscal year 1953 numbered 
2 while those granted during fiscal year 1954 to date through March 17, 1954, 
number 3. 

Admiral Furrn. I have here—if I may add—659 patents were 
granted during the past 18 months. That was the figure in my open- 
ing statement, which covered an 18-month period. 

Mr. Wiae.teswortH. Admiral, who determines whether or not a 
given item shall be patented? 

Admiral Furru. That is determined by our patent people. They 
determine whether or not an idea is patentable, and then they con- 
duct a search to determine whether or not it has already been covered 
by a previous patent, ora patent which anticipates such an invention. 
If it clearly shows that it is a patentable invention and is not covered 
by a previous patent, and that there is likelihood that we will want a 
patent because we are going to manufacture equipment for the use 
of the Government and we want to protect ourselves against the pay- 
ment of a royalty in the future, then we will apply for a patent. 

If there is no likelihood of our using the patent, even though it 
may be patentable, then we do not go to the expense of filing an appli- 
cation for patent. 

Mr. WicGLEeswortH. Are your applications limited to ideas which 
would have commercial use? 

Admiral Furrs. Not necessarily; no. Some items would have only 
military use, but if the contractor held the patent, then the Govern- 
ment could be charged a royalty. 
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DEPARTMENTAL ADMINISTRATION 


Mr. Wiceresworrs. Budget activity No. 5, ‘Departmental 
administration,’ requests $2,510,000, or a decrease of $38,000 as 
compared with the current fiscal year. 

This is stated to provide funds for all costs of the departmental 
administration of the Office of Naval Research. Also approximately 
two-thirds of the personnel employed are engaged in administrating 
and coordinating the research and patents programs while only 
one-third is engaged in general administration, financial management, 
contract negotiation, and other supporting administrative functions. 


CIVILIAN PERSONNEL 


What is the personnel covered by this request? 

Mr. Epwarps. 385 man-years. 

Mr. WiaeLteswortn. And what was it in fiscal year 1954? 

Mr. Epwarps. 386. 

Mr. WiaaieswortH. Then that overall figure of two-thirds and 
one-third, which the justification refers to, should apply to those 
figures? 

Mr. Epwarps. I do not quite understand. ‘To all people? 

Mr. Wiae_eswortu. That includes both those who are engaged 
in administration and coordinating the research and patents programs, 
and those engaged in general administration? 

Admiral Furrs. That is correct. 


CIVILIAN PERSONNEL 


Mr. WicGcieswortn. Is there a table showing civilian personnel for 
the appropriation request as a whole? 

Mr. Epwarps. Yes. 

Mr. Wiaeieswortu. As I understand, the 2 tables you have 
handed me reflect the civilian personnel, 1 in terms of positions, 
both graded and ungraded, 1953, 1954, and 1955; and the other in 
terms of man-years and obligations for those years? 

Mr. Epwarps. Yes, in terms of year end filled positions and man- 
years. 

’ Mr. Wiecieswortu. And the latter table indicates that the man- 
year figure has dropped from 3,343 in fiscal year 1953 to 1,460 in fiscal 
year 1954, and again to 1,430 in fiscal year 1955? 

Admiral Furtu. That is the result of the transfer of Naval Research 
Laboratory to the Navy industrial fund system. 

Mr. WiaGLeswortn. You mean that is the explanation of the 50 
percent difference between 1953 and 1954? 

Admiral Furrs. That is correct, although there have been minor 
reductions; this represents the major portion of them. 

Mr. WiaGLeswortu. The table, in terms of positions, indicates a 
total for fiscal year 1953, graded and ungraded, of 4,592 as compared, 
with 4,565 for fiscal year 1954, and the same number in-1955; is that 
correct? 

Mr. Epwarps. That is correct. 

Mr. WiaGieswortn. Without objection, we will include these two 
tables at this point in the record. 

(The tables referred to follow:) 
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Average civilian employment by budget activity 


Fiscal year 1953 Fiscal year 1954 | Fiscal year 1955 
(actual) (estimated) (estimated) 
Man- Obliga- |Man-) Obliga- | Man-, Obliga- 
years tions years tions years’ tions 


| | 
3,348 316, 832, 272 |1, 460 728, 580 |1, 430 $7, 588, 000 


Total 


Current-year funds (direct) 844 | 14, 342, 460 | 7 7, 728, 530 |1, 430 | 7, 588, 000 
499 | 2,490, 2 

I. By source of funds..._....._.__- 3,343 | 16, 832, 272 1, 460 7, 728, 530 1,430 | 7, 588,000 


~| 
121, 997 9, 814, 396 | 3138 660,530 | 3113 | 548,000 

Current-year funds vanninds cicext cae 7, 324, 129 138 660, 530 113 548, 000 

Reimbursements 499 | 2, 490, 267 | 


(a) Research and development, sub- | 
total 


(b) Maintenance and operation of re- | | 
search facilities current-year funds | | | | 
(direct).......... : 664 | 3, 369,287 | 652 | 3,378,000 652 | 3,378,000 

(c) Installation and maintenance of } | 
training equipment current-year 


funds (direct) 182 835,989 | 179 R46, 000 | 179 844, 000 
(d) Patents: current-year funds (direct) _| 107 625,100 | 105 644,000 | 101 624, 000 
(e) Departmental administration cur- | | 
rent-year funds (direct) 393 2, , 187, 500 500 | 386 | 2, 200, 000 oft 385 | 194, 000 
II. By ceiling control. 3, 343 | 16, 882, 2, 272 2, 272 |1, 460, 728, 530 1, 430 | 7, 588, 000 


(a) Under own ceiling control.....__..--| 2,911 | 14,848, 383 [1,187 | 6,378,000 {1,186 | 6,370, 000 
(6) Under other ceiling control 433 1, 983, 889 | 273 | 1,350,530 | 244 1, 218, 000 


Allocated working included | 
in I (a) and II (6) abo 182 
| 
1 — of 1,701 nies from a shift of the Naval neni Laboratory to NIF, subhead .03, Jan, 
2 Excludes comparative transfer of 14 man-years, $66,000 
? Decrease of 3,313 resulted from a shift of the Naval Research Laboratory to NIF, subhead .03, Jan. 


Civilian employment, management basis—on board at the end of the fiscal year ! 


June 30, 1953 | June 30, 1954 | June 30, 1955 


(actual) (estimated) (estimated) 
Un- Un 
Total prone graded | | Total ‘Graded grated | Total graded 
| 
1 | 2 | 4 5 10 
I. Total under own ceiling 
Cis anthicsaviccsunas 4,592 | 3,346 1, 246 | 3, 336 | 1, 229 
Il. Under own financial and 
ceiling 4,592 | 3,346) 1, 246 | 4,565 | 3,336 1,229 4 565 | 3, 336 | 1, 229 
1, Appropriation “Re- | } 
seerch, Navy’’.__}| 1,190 1, 060 | 130 | 1,190 1, 067 123 | 1,190 | 1,067 | 123 
2. Allocated working | 
fund to Navy. 28 28 | | 28 | 28 | 
3. Navy industrial | 
fund..............|23, 374 | 2 2; 258 1,116 32,20 | 1,106 3,347 | $2, 241 | 1, 106 


Ill, Under own ceiling om: | 
trol, but fimanced by | | 


! Comparative transfer not reflected. 
2 Includes 57 summer employees. 
4 Ineludes 54 summer emp)oyees. 
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Mr. WicGLtesworru. Are there any questions with reference to 
this item? 

Mr. Suepparp. With reference to the 1954 budget, of $57,076,931, 
what percentage is involved in administrative expenses? 

Mr. Epwarps. 4.5 percent for fiscal year 1954. 

Mr. Suerparp. How about the percentage for the 1955 estimate of 
$61,100,000? 

Mr. Epwarps. 4.1 percent, Mr. Sheppard. 

Mr. Suepparp. No further questions, Mr. Chairman. 

Mr. Wiee_esworth. Thank you very much, Admiral. 

Admiral Furrs. Thank you. 


Wepnespay, Marcu 17, 1954. 


SERVICEWIDE SUPPLY AND FINANCE 


WITNESSES 
BUREAU OF SUPPLIES AND ACCOUNTS 


REAR ADM. MURREY L. ROYAR, SC, USN, CHIEF 

COMDR. ROBERT A. WILLIAMS, SC, USN, COMPTROLLER 

ROBERT C. MOOT, ASSISTANT COMPTROLLER 

COMDR. DOUGLAS H. LYNESS, HEAD, STOCK FINANCE BRANCH 

COMDR, AUSTIN H. BARNETT, JR., DIRECTOR, SURPLUS MATERI- 
ALS DIVISION 

COMDR. HERMAN STROCK, SC, USN, DIRECTOR, RESEARCH AND 
DEVELOPMENT DIVISION 


OFFICE OF COMPTROLLER 


REAR ADM. EDWARD W. CLEXTON, USN, ASSISTANT COMPTROLLER, 
DIRECTOR OF BUDGET AND REPORTS 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 
Appropriation or estimate ea fae $467, 634, 142 | $382, 500,000 | $341, 000, 000 
Reimbursements from other accounts. .-........-- =e 6, 792, 869 6, 915, 000 6, 475, 000 
Total available for obligation. . 474, 649, 362 | 389,415, 000 347, 475, 000 
Unobligated balance, estimated savings ‘available for admin- 
istrative re appropriation in subsequent year. 
Obligations incurred. 472, 019, 033 | 389, 415, 000 347, 475, 000 
Compars ative transfer from— 
‘Naval personnel, general ex \penses”’ 199, 560 50, 000 
Comparative transier to— 
“‘Service-wide operations, Navy"... —4, 541, 410 —4, 425, 000 |__ 
“Civil engineering, Navy’... —¥, 381, 000 —7, 600, 000 
“Military personnel, Navy’’. —19, 263,700 | —3, 853,000 
Total dine 442,014,483 | 375, 618, 000 3A7, 475, 000 


Nore.—Reimbursements from non-Federal sources above are from the proceeds of sale of eisai prop- 
erty (40 U. 8. C. 481 (©). 
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we activities 


Description 


Direct Obligations 

Appropriated funds: 
. Supply distribution system __. 
Material control. 
3. Transportation of things 
Finance 
arch ‘and deve 

Catalogi ng. 
Industrial mobilization. 
Departmental administration 


Total obligations from appropriated funds 
from non-Federal sources: 
. Supply distribution system. 


Total direct obligations. 
Obligations Payable Out of Reimbursements From Other Accounts 


1. Supply distribution system 

2. Material control.. 

3. Transportation of things_ 

7. Industrial mobilization 

8. Departmental administration _- 

Total obligations payable out of reimbursements from 
other accounts 


Total obligations._.__- 


1953 actual 


-| $235, 196, 348 


31, 926, 000 
134, 127, 000 
14, 799, 590 
661, 000 

11, 029, 325 
764, 000 

6, 496, 000 


| 434, 999, 263 
222, 351 


435, 221, 614 


260, 000 
1, 200, 000 


80, 000 


6, 792, 869 


442,014, 483 


Obligations we objects 


Object classification 


RUREAU OF SUPPLIES AND ACCOUNTS 


Total number of permanent positions 
Average number of all employees. 


Average salaries and grades: 

General schedule grades; 
Average salary 
Average grade__ 

Crafts, protective, and ‘custodial grades: 
Average salary 
Average 

Ungraded positions: Average salary 


Direct Obligations 
Appropriated funds: 
Personal services: 
Permanent positions. 
Regular pay in excess of 52- week base... 
Payment above basic ratcs 


personal services 
02 Travel 
03 Transportation of things 


04 Communication services... 
05 Rents and utility services 
06 Printing and reproduction _- 
07 Other contractual services 
08 Supplies and materials 

13 Refunds, awards, and indemnities__ 

15 Taxes and assessments_. 


Total obligations from appropriated funds_- 
Reimbursements from non-Federal sources: 


Total direct obligations. __- 


1953 actual 


| $231, 542, 413 
890, 821 

7, O14, 125 

239, 447, 359 

1, 305, 362 

134, 123, 230 
1,141,177 

7, 104, 196 
4,013, 914 

20, 533, 892 

23, 202, 564 

2, 647, 430 

| 33, 090 
| 1, 164, 228 


434, 716,. 442 


434, 938, 793 


5, 252, 869 


222, 351 


1954 estimate 


| 


$217, 903, 000 | 
30, 585, 000 
82, 781, 000 
14, 178, 000 
700, 000 | 
15, 321, 000 | 
800, 000 | 

6, 435, 000 


368, 703, 000 | 
| 


368, 703, 000 | 


| 
6, 175, 000 
200. 000 | 
400, 000 | 
40, 000 
100, 000 


| 


6, 915, 000 | 


375, 618, 000° 


1954 estimate | 
| 


1955 estimate 


$201, 940, 000 
28, 998, O00 
72, 297, 000 
14, 162, 000 

700, 000 
15, 420, 000 
1, 133, 000 
6, 350, 000 


341, 000, 000 


341, 000, 000 


5, 775, 000 
200, 000 
400, 000 


"400, 000 


6, 475, 000 


347, 475, 000 


1955 estimate 


60, 449 58, 409 

59, 185 | 55, 107 

$3, 469 $3, 469 
GS-4.1 GS-4.1 

$3, 372 $3, 372 
CPC-5.5 CPC-5.5 
$3, 851 $3, 851 

$216, 208,350 | $201, 964 


$32, 530 
5, 237, 520 


202, 278, 400 | 
1, 284, 000 | 
82, 781, 000 
1, 097, 000 
8, 096, 000 


23, 575, 000 
21, 731, 000 
2, 031, 000 

20, 000 
1, 061, 600 


368, 703, 000 | 


703, 000 | 


206, 694, 000 
1, 159, 000 


000, 000 


000, 000 


i 


| 
be: 
| 
| J 
$3, 432 
GSs-4.1 
.| $5, 361 
CPC-5.5 
$3, 742 
| 
3, 952, 520 
72, 297. 000 
1, 970, 000 
7, 752, 000 
K) 4, 713, 000 
| 22, 865, 000 >) 
| 20, 516, 000 
1, 268, 000 
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Obligations by objects—Continueu 


Object classification 


1953 actual 


| 1954 estimate | 1955 estimate 


BUREAU OF SUPPLIES AND ACCOUNTS—continued 
Obligations Payable Out of Reimbursements From 
Other Accounts 


07 Other contractual services... 


Total obligations payable out of reimbursements from 


ALLOCATED TO DEPARTMENT OF INTERIOR 


Total number of permanent positions. 
Full-time equivalent of all other positions..._......-.-.....-- 
Average number of all employees. 


Average salaries and grades: 
General schedule grades: 
Average grade 
Crafts, provectiv e, and custodial grades: 
Average salary 
Ungraded positions: Average 


01 Personal services: 
Permanent 
Regular pay in excess of 52-week base__......._..__- as 
Payment above basic rates....-..............-...---.- 


T 

03 Transportation of things... 
Communication services... 
05 Rents and utility services. 
06 Printing and reproduction. 

Other contractual services 
08 Supplies and materials... 
15 Taxes and assessments... 


Total obligations. 


SUMMABY 


Total number of permanent positions_- 
Full-time equivalent of all other positions... 
Average number of all employees... .... 


Average salaries and grades: 

General schedule 
Average salary 
Average grade 

Crafts, protective, and custodial grades: 
Average salary ante 
Average grade _- 

Ungraded positions: “AY erage salary 


Direct Obligations 


Appropriated funds: 
O01 Personal services: 
Permanent 
Regular pay in excess of 52-week base..._..._.-_-- 
Payment above basic 


Travel... 
Transportation of 
Communication 
Rents and utility services 
Printing and reproduction _- 


ZASSERR 


| 


$1, 200, 000 By 000 $400, 000 
5, 532, 992 5, 450, 000 5, 575, 000 
59, 877 50, 000 50, 000 
1, 5, 000 450, 000 
6, 792, 869 | 6, 915, 000 6, 475, 000 
441, 731, 6€2 3%, 618, 000 347, 475, 000 
adh 
| 

$4, 731 
CPC-4.2 

35: 


70, 624 60, 449 58, 400 
65,493 | 59, 185 55, 107 

$3, $3, 469 $3, 469 
GS8-4.1 GS-41 GS-41 

$3, 361 $3, 372 $3, 372 
CPC-5.5 CPC-5.5 CPC-5.5 
$3, 742 $3, 851 $3, 851 
$231, 704, 558 $216, 208, 350 $201, 964, 100 
832,530} 380 

7, 020, 139 5, 237, 520, 3, 952, 520 
239, 623,495 | 222, 278,400 | 206, 694, 000 
1, 313, 355 1, 284, 1, 159, 000 
134; 127,000 | 82, 781, 000 72, 297, 000 
1, 141, 939 T, 097, 000 1, 970, 000 
7, 107, 053 8, 096, 000 7, 752, 000 
4, 013, 986 4, 478, 000 4, 713, 000 
20, 539,653 | 23, 575, 000 22) 865, 000 
23,258,235 | 21,731,000} 20, 516, 000 
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by Sontinued 


chai classification 1953 actual | 1954 estimate | 1955 estimate 


SUMMARY—continued 


Direct Obligations—Continued 


09 Equipment $2, 676, 26 | $2,031, 000 | $1, 746, 000 
13 Refunds, awards, and indemnities_- . O90 20, 000 20, 000 
15 Taxes and assessments __. as Soe 1, 165, 331 | 1, 061, 600 | 1, 268, 000 
Total obligations from appropriated funds____ __- 434, 999, 263 | 368, 703, 000 341, 000, 000 
Reimbursements from non-Federal sources: | 
09 Equipment. | 222, 351 | 
Total direct obligations... | 435, 221, G14 "368, 703, 000 000, 000 
Obligations Payable Out of Reimbursements From Other 
Accounts | 
03 Transportation of things. 1, 200, 000 | 400, 000 400, 000 
07 Other contractual services. __ Leaps. 5, 532, 992 | 5, 450, 000 5, 575, 000 
08. Supplies __ ‘ J 59, 877 | 50, 000 50, 000 
09 Equipment | 1, O15, 000 | 450, 000 
Total obligations pare able out of reimbursements from 
other accounts - - 6, 792, 869 | 6, 915, 000 6, 475, 000 
442, 014, 375, 618, 000 | 347, 475, 000 
Analysis of expenditures 
| 1953 actual | 1954 estimate | 1955 estimate 
| 
} 
Unliquidated obligations, start of year_ .-------| $71,135,219 | $46, 531, 216 $50, 714, 639 
} 2, 630, 329 


bligations incurred during the year____- ae | 472, 019, 033 889, 415,000 | 347,475,000 


| 543, 154, 252 438, 576, 545 398, 189, 639 


‘Deduct: | 
Adjustment in obligations of prior years_ 
Reimbursements___- | 7, 015, 220 6, 915, 000 6, 475, 000 
Obligated balance carried to certified claims account. 1, 425, 467 946, 906 856, 259 
Unliquidated obligations, end of year 46, 531, 216 50, 714, 639 45, 858, 380 


380, 000, 000 345, 000, 000 


| 
Total expenditures : 


Expenditures are distributed as follows: | 
Out of current authorizations. 424,419,503 | 340,000, 000 317, 000, 000 
Out of prior authorizations........_.__. eter 48, 858, 588 40, 000, 000 28, 000, 000 


Mr. WicGLeswortn. We will consider this morning the request 
for “Servicewide supply and finance.’’ Admiral Royar, Chief of the 
Bureau of Supplies and Accounts, is with us and he has, I believe, a 
statement for the committee. 


GENERAL STATEMENT 


Admiral Royar. Yes, sir. 

Mr. Chairman and members of the committee, I consider it a 
privilege to present a progress report on our operations to date, and 
a justification for our proposed operations during fiscal year 1955. 

We, in the Bureau of Supplies and Accounts, are engaged in the 
distribution of essential naval material. We operate the material 
pipeline which flows from industry to Navy consumers all over the 
world. It is a sizable flow. In the past fiscal year the Navy used 
over $3 billion in material. This material cost alone represents 
approximately 5 percent of our national budget. 
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It has now been 7 years since the establishment of the present con- 
cept of Navy supply. Development has been a continuous evolution 
over the years and will continue for as long as the Navy exists. In 
both Government and industry there has been a sustained high degree 
of interest in the objectives, methods, and practices of the Navy 
supply system. This interest is constructive and necessary. It is 
most constructive and of greatest benefit to the Navy when both the 
similarities and basic differences between military and industrial 
supply problems are understood. At this point in our growth, 7 
years after inception, it is well to restate and review our basic policy 
before going forward. 

In each of the past 7 years, the Navy has consumed from 2 to 3 
billion dollars in material. It has been and is the objective of the 
Navy to develop a supply system which can assure effective military 
support at the least possible cost to the Nation. To get needed 
material to the consumer in the quickest possible militarily effective 
manner is another way of stating our objective. The shortest pos- 
sible supply line between two points is the cheapest but it is not 
always the most effective for either industry or military. Distribu- 
tion of material from manufacturer direct to consumer is cheap, 
but industry, not knowing who the end consumer is going to be, 
finds it necessary to set up intervening wholesale and retail echelons 
of supply. In the Navy we cannot keep ships in close enough con- 
tinuous focus to assure accurate prediction of demand as to time and 
place. In this case we have a like problem with industry and solve 
it in a like manner by setting up a wholesale echelon of supply. 

Again, like industry, we locate our wholesale supplv outlets at the 
points of greatest sale or use. Material usage in the Navy is 95 
percent afloat or at coastal naval support installations. We select 
the major users of material in all coastal areas and integrate them 
into the Navy supply system. Material is ordered direct from 
industry to these major users and they are responsible not only 
for their own support but also that of minor users in the area. In 
addition, on both the east and west coasts we have major stocking 
points with the responsibility for afloat and overseas support. This 
is economy in distribution and effectiveness in support. 

At this wholesale-retail level of supply, where we stock wholesale 
at large consuming activities, there comes a sharp divergence in 
military versus industrial conception of supply. To industry, idle or 
excess capacity and long inventories are to be avoided like the plague. 
Such deadweight costs eat voraciously into profit. To the military, 
idle capacity and long inventories are key elements in the national 
security. In the Navy, the reserve fleet represents idle capacity as 
does the excess productive capacity of shipyards. In the supply 
system, selective long inventories represent that vital insurance against 
the time industry must take to make the transition from a peace to 
war basis. Here then we have a major difference in approach. 
Minimum inventories and rapid turnover are prime objectives to 
industry. Selective long inventories with resulting low turnover are 
essential to military preparedness. With these long inventories and 
with the idle capacity of tidewater installations we take the logical 
step. We position supply items which have a peacetime use at tide- 
water using points to the extent of storage capacity. If the item and 
the quantity are required for mobilization, a low peacetime turnover 
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rate is not significant. Nor do we view temporary spot excesses with 
alarm. We eat them down at the spot rather than move them else- 
where. Faced with the military necessity of some idle capacity and 
.some long inventory, our viewpoint toward holding costs is « ‘completely 
different than that of industry. We have the cost of our physical 
facilities as a necessary military element, therefore, we make the best 
possible peacetime use, which means that we attempt to buy less 
frequently rather than more frequently and in larger rather than in 
smaller quantities. We make every effort to keep ‘delivery schedules 
flexible so that we may divert input from major user to major user as 
need dictates. 

In one other aspect the Navy distribution system differs radically 
from that of industry, again because of the pressure of military neces- 
sity. We must position some supply capacity away from our major 
users and this tends to be both ineffective and uneconomical. Under 
pressure of war demand, tidewater facilities including port terminals 
cannot handle the uncontrolled flow of industrial production. Ma- 
terial consolidation points are required where the vast wartime flow 
can be screened, consolidated, and directed to ports in a controlled 
balanced stream. These inland supply depots are assigned material 
for storage which has little or no peacetime demand such as items 
peculiar to reserve fleet units. In addition certain supply functions 
which do not require specific geographical positioning can be assigned 
these depots. 

The route and the scope of the supply pipeline are important; 
equally as important is the size of the flow. The input of the pipeline 
is determined by material management offices. There is a specialized 
office for each broad category of material. These offices determine 
what to carry, where to carry it, how much to carry, and how to get 
along on less. 

In each of the past 7 years we have put less materia! in the pipelines 
from industry than we have taken out to use in Navy operations. For 
the entire seven years we have bought almost $5 billion less in material 
than has been used in the Navy. About $1} billion in cash has re- 
verted specifically to the Treasury from this source; Navy appropria- 
tion requests have reflected the balance. Such a reduction in costs of 
Navy operation has only been possible through sound supply manage- 
ment, in knowing what we had, where, and in what condition. 

Seven years ago the Navy had some 2% million items in the supply 
system which was integrated under the new concept. Navy material 
managers have catalogued and standardized; they have reduced 
duplication and increased interchangeability; they have eliminated 
unessential items. Today there are 14 million items in the supply 
system, a 50-percent reduction. 

Seven years ago our inventories were terrifically out of balance. 
Items ranged from critical short supply to stocks of 100 vears’ supply. 
Material readiness has continually been improved, inventories pro- 
gressively have been better balanced, better positioned, and better 
controlled. Supply responsiveness to operations is the best. in naval 
history. We have encountered a war demand during this period with- 
out developing any major leaks or dry spots in the material pipeline. 

Seven years ago it cost over 17 cents to put $1 in material through 
the pipeline. Today the cost is approximately 13 cents per dollar of 
material used. The appropriated cost of operating the supply distri- 
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bution system has been reduced year after year in terms of cost per 
material dollar issued. Despite the peculiar military factors we com- 
pare favorably with industrial supply systems in cost of operation. 


The job is not done. The budget estimate we have submitted is _ 


designed to continue the rate of past progress. We still have sizable 
excesses of material. We will continue to liquidate them—by con- 
sumption if they can be used in the Navy, by disposal if they cannot 
be consumed. e are continuing to narrow the range of items carried 
in inventory. Integration with the Federal cataloging and standard- 
ization program is aiding this objective. We are continuing to im- 
prove the pattern of the supply distribution system. Material man- 
agers are segregating inventories into logical groups which will allow 
priority of attention and effectiveness in storage. Once again we are 
budgeting to reduce the cost of the system in terms of material dollar 
issued. In 2 years we are reducing supply personnel by 10,000 
employees. 

In conclusion, I would like to reiterate my pledge of last year. We 
have improved and we intend to continue improving. Mistakes in 
judgment and mistakes in operation have occurred and undoubtedly 
will occur in the future. Such mistakes occur in the best managed of 
our modern industry. However, to the extent that adult lifetimes of 
specialized training and sincere convictions regarding objectives can 
contribute, mistakes will be held to a minimum. 

Mr. Wiaciteswortu. Thank you, Admiral. 

You have given us what might be called a comparison in terms of 
the past 7 years. Are there any specific steps which have been taken 
during the past year with a view to increasing efficiency and economy? 


PROGRAM OF STRATIFICATION. AND FRACTIONATION 


Admiral Royar. We are now completing our program of stratifi- 
cation and fractionation. This was started a little over a year ago, 
but we are now beginning to get effects which, I believe, will be very 
beneficial. I might just briefly tell you what that is. 

Our program of stratification is the dividing of our inventories into 
certain levels. 

We are dividing them first into the level needed for operating stock. 

We have another level which is the material needed for mobilization, 
and another level would be that for MDAP operations, and another 
level would be the surpluses and the excesses. 

By stratifying we can get a better look at our material. We can 
tell definitely what we need for operating and what we need for 
particular reserves. 

The fractionation program is another type of division. In that we 
are dividing our stock along the lines of rate of issue. 

We find out, for example, the number of items that are moving fast, 
and those that are not moving so fast in various sections down to the 
point of the items that are not moving at all. When we find the items 
that are not moving at all we can examine those critically to see if 
they are actually needed for any possible future use, or whether we 
can get them out of the system altogether. 

We find that 90 percent of the requirements for certain types of 
material can be satisfied from a comparatively small number of items. 
Then we can concentrate by attrition the fast-moving items in our 
coastal depots and the slow-moving items in the interior. 
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By that I mean this: It costs just as much to keep inventory and 
to preserve slow-moving items as it does the fast-moving items, and 
if we can concentrate our fast-moving items in one place and eat down 
the slow-moving items from the entire group of coastal depots, and 
store those in a few spots, we think we will be able to reduce our cost 
of operation considerably. 

I think that is one of the principal advances that we have made 
during the past year. 


APPROPRIATED COST OF SUPPLY DISTRIBUTION SYSTEM 


Mr. WicG.eswortu. | note in your statement that on page 5 you 
state: 

The appropriated cost of operating the supply distribution system has been 
reduced year after year in terms of cost per material dollar issued. 

What is meant by the appropriated cost? 

Admiral Royar. By that I mean, just as was stated above, that it is 
costing less per dollar to put the material through the pipeline now 
than it did before, and as a result the appropriations have been less in 
proportion to the amount of material put through the pipeline than 
previously. 

Mr. OstertaG. That is the operating cost? 

Admiral Royar. Yes, sir; that is the operating cost. 


NAVY MATERIAL INVENTORY ACCOUNTS 


Mr. WiaGLeswortn. I note also that you state that— 


inventories progressively have been better balanced, better positioned, and better 
controlled. 

Can you give us an overall inventory picture? Do you have an 
overall inventory figure, for instance, as of June 30, 1953? 

Mr. Moor. Off the record. 

(Discussion off the record.) 


ACTUAL AND ESTIMATED VALUES 


Mr. WiaeGLeswortu. For the time being give us an overall figure 
as of June 30, 1953, and as of December 31, 1953, and an estimated 
figure as of June 30, 1954, and June 30, 1955, 

Mr. Moor. We can do that, sir; but we will have to insert it in the 
record. It involves the calculating of the latest estimate of the 
amount of material that will be disposed of between now and June 
30, 1955. 

Mr. WiacGLeswortH. Can you give us the other figures now? 

Mr. Moor. Yes, sir; I can give you the June 30, 1953, figure now, 
as soon as I subtract from it the Marine Corps figure, which I do not 
believe you want. 

The dollar value of Navy inventories as of June 30, 1953, was 
$13,575 million. 

While we do not have with us an exact figure as of December 31 
comparable to this figure, we can insert it in the record. There has, 
however, been very little material dollar change. 

Mr. WiacieswortH. And you will also insert at the same time the 
estimated figures for June 30, 1954, and June 30, 1955? 
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Mr. Moor. Yes, sir; we will do so, sir. 
(The matter referred to is as follows:) 


Navy material inventory accounts 


Actual value, June 30, 1953____ __- $13, 575, 237, 000 
Actual value, Dec. 31, 1953__- ‘ sbi, Sorby 13, 978, 575, 000 
Estimated value, June 30, 1954.__..__..................... 18, 775, 000, 000 


Estimated value, June 30, 1955_____- ae : 12, 775, 000, 000 
PROCUREMENT AND USAGE DATA 


Mr. WicGLeswortn. Now, also, when your remarks are revised, will 
you please give us an overall procurement figure and an overall usage 
figure by vears, say, for the past 7 years? 

Mr. Moor. We can, sir. 

Admiral Royar. Yes, sir. 

(The matter referred to is as follows:) 


Navy material inventory accounts procurement and usage data fiscal years 1947-53 


| Receipt from 


Fiscal year | Issued for use | procurement or 
manufacture 

1047... : _.....| $3, 046,000,000 | $1, 519, 271, 000 
19048... | 2, 708, 399, 000 1, 303, 689, 000 
1949 ----.--| 2, 152, 608,000 | 1,395, 846, 000 
1951 | 2, 502, 467, 000 1, 542, 458, 000 
| 2,883, 131, 000 2, 753, 349, 000 


EXCESS AND SURPLUS MATERIAL 


Mr. WiaGLeswortu. Now, you refer also on the same page to the 
fact that we still have a sizable excess of material. Does that refer to 
property that has been declared surplus or to inventories? 

Admiral Royar. It refers to both, sir. 

Mr. WicGLesworrn.-That is both in respect to inventory and in 
respect to property that has been declared to be excess? 

Admiral Royar. That is correct. To date we have declared some- 
thing like $355 million. 

Mr. Wiaciesworrn. As surplus or excess property? 

Admiral Royar. As excess. 

Mr. Wiaciesworru. That is as of what date? 

Admiral Royar. That is as of December 31, and we estimate the 
total disposable excess to be about $1,200 million worth. 

Mr. Wice.ieswortn. Do you mean that of the $1,200 million, 
$355 million has actually been declared excess? 

Admiral Royar. Yes, sir; that is right. 


SOURCE OF EXCESS 


Mr. WiaeLeswortn. From where is this $1,200 million coming, 
and generally speaking what is it? 

Admiral Royar. I would like to go back now and speak about the 
$13 billion inventory, Mr. Chairman. 

Of that $13 billion inventory which we have, and of which we spoke, 
$7 billion is controlled by the bureaus, by the technical bureaus, and 
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included in that $7 billion is a large amount of ammunition, about 
$4 billion of the $7 billion is ammunition. In the Bureau of Supplies 
and Accounts we do not control that inventory. That is controlled 
by the bureaus. We are talking about approximately $6 billion of 
inventory which is controlled by the Bureau of Supplies and Accounts 
through supply demand and control points. 

Mr. WiaGLesworrH. When you say control that includes the 
declaration of property as excess and its disposal? 

Admiral Royar. That is correct, and of that $6 billion we now 
estimate approximately $1,200 million will be excess. 

Mr. Osrertac. Six billion dollars constitutes your inventory? 

Admiral Royar. Yes, sir; that is right. 

Mr. WiaGLeswortH. So that Navy-wide there would be a great 
deal more. It might be double or more? 

Admiral Royar. That is correct, there might be. We do not know. 
We have not any information on that. The estimate of that is 
Bureau-controlled. 

DISPOSAL PROGRAM 


Mr. WieGLeswortu. Confining ourselves to your $6 billion portion 
of the $13,500,000,000, how much have you succeeded in disposing of, 
say, in the calendar year 1953 and in the calendar year 1954 estimated? 

Admiral Royar. I would like to call on Commander Barnett here, 
as he has charge of that program, and he has the figures on that. 

Commander Barnetr. The figures we have on disposal, sir, are 
combined figures. They will not tie in with the $6 billion inventory. 
They tie in with the $13 billion inventory. The figures we have on 
disposal are for the full Navy. 

Mr. WiaGaiesworru. And I understand that you do not know what 
the total estimated excess is for the whole Navy; is that right? 

Commander Barnett. Not yet, no, sir; we do not. 


DISPOSAL FIGURES, NAVYWIDE 


Mr. WiccteswortnH. Give us the disposal figures navywide, 
which are in respect to an inventory about double that which is 
controlled by this Bureau. 

Commander Barnett. For the fiscal year 1954, through January 
1954, the total disposals, including all methods of disposals, redistri- 
bution within the Navy, transfers to other Government agencies and 
donations, as well as sales, they will run $272,227,000, an average of 
$38,890,000 per month, for that 7-month period. 

Mr. Wicc.iesworru. And for the fiscal year 1953 what did you 
do. That was the 7 months’ 1954 figure; was it not? 

Commander BARNETT. Yes, sir. 

For the total of 1953—or the corresponding 7 months’ figure for 
1953, I do not have the total—for the same 7 months in 1953 the 
total was $155,393,000. That is from July through January. I will 
have to total up the other months to get that figure for the other 
months involved. 

Mr. Wiae.teswortn. Insofar as the property which your Bureau 
controls is concerned, what do you estimate in terms of time is re- 
quired to complete the declaration of excess property and to bring 
about its disposal? 
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Commander Barner. In completing the screening operation, after the tin 
material has been determined to be excess, until it is determined that it 
surplus for disposal, it will run approximately 280 days. That is the The 
maximum. tion or 
The time for disposal after the material has been determined surplus We 
will average approximately 90 days. billion 
Mr. WiceLeswortH. Do you mean to say that if this estimate of $30 mi 
$1,200 million is correct as to property that shonld be declared surplus, million 
that all of that $1,200 million will have been declared surplus within applies 
yon a and that all of it will be disposed of within 90 days there- millior 
alter 
Commander Barnett. No, sir. 
After the determination is made item by item, each item will go 
through 1 of about 4 different methods of screening, depending on Mr. 
what the item is. square 
Some of that material will clear out as surplus within the Bureau in it, of 
approximately 30 days. Some of that must be screened completely Mr. 
through a long screening pipeline through the General Services Admin- : Con 
istration regional offices which will give a long screening time limit. Mr. 
Consequently the time for the material depends on its condition, and of ma 
the type of material. It will vary accordingly as to when it will Mr. 
actually be excess. It is a rather complicated screening system which Ad 
we can go into detail on if you want us to. A lot. 
Mr. Wiecusawonrt. I understand it will vary, but I am just trying Mr. 
to get an overall picture here of the time involved to get this $1,200 that - 
million declared surplus, if that proves to be an accurate figure, and contr 
to bring about its disposal. Cor 
Commander Barnerrt. I think around 2 years. Mr 
Mr. Moor. There is one step prior to the start of the 280 days i show 
which was mentioned, and that is the determination that the material Cor 
is excess. The time given you starts from the time it is declared excess the $¢ 
to the time it is declared surplus. Of 
The time before it is declared to be excess is the requirements deter- explo: 
mination time, and that is done on an item basis. That takes a con- shipb 
siderable length of time. of it 
Mr. Wiae_eswortu. How much with respect to the $1,200 million? exam) 
Admiral Royar. In order to clarify this, I would like to say that Mr 
each item of this inventory, 1,250,000 items, has to be examined Mr 
individually and we estimate it will take anywhere from a year to vario 
18 months to get over the entire inventory and examine each of those tione 
items to determine whether or not there is excess in that particular tion | 
item. It would be about two and a half years. Dock 
Mr. Wiacieswortu. Two and a half years for the whole job? M1 
Admiral Royar. We set a target date about the middle of 1956 M1 
when we hope to be completely cleaned up. — 
M1 
CARRYING COSTS Co 
accol 
Mr. WicGcitesworts. Do you have any idea what the carrying Mi 
cost of this $1,200 million worth of property would run? Co 
Mr. Moor. Yes, sir, we do have, and it is predicated on 1 or 2 mate 
assumptions; first, that we will hold the necessary mobilization 
facilities, warehouses, whether we have material in them or not at 
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the time. In other words, it is a continuing cost on the assumption 
that it is going to require mobilization warehouses. 

The second assumption is that we are not including any deprecia- 
tion or any obsolescence costs of our physical facilities. 

We have in mind that the entire cost of our maintaining this $6 
billion of inventory, in terms of a holding cost, runs approximately 
$30 million a year. Therefore, it is fair to assume the ratio of $1,200 
million compared to that, or that 20 percent of the total could be 
applied to this material, which would make a net estimate of $6 
million a year. 


SQUARE FOOTAGE OF SPACE REQUIRED 


Mr. WiaGieswortH. Do you have any similar estimate as to the 
square footage or the cubic footage, or however you might measure 
it, of space required for this material? 

Mr. Moor. Yes, sir. We can calculate it for you very quickly. 

Commander WiiuriaMs. 12 million square feet. 

Mr. WiacG.LeswortH. 12 million square feet for $1,200 million worth 
of material? 

Mr. Moor. Yes, sir. 

Admiral Royar. All of that material will not be in interior storage. 
A lot of it is stored outside. 

Mr. Wiaciesworrn. For the record, is there any dividing line 
that vou can furnish between the $6 billion which your Bureau 
controls and the $7 billion which is controlled by the technical bureaus? 

Commander WiuuiAMs. By categories of material? 

Mr. Wiae_eswortH. However you can best describe it, just to 
show where the dividing line is. 

Commander WiuutaMs. Principally, the material that we control, 
the $6 billion inventory, is in consummable supplies and spare parts. 

Of the $7 billion that the Bureaus control, $4,300 million is in 
explosives and major ordnance components, $1 billion in major 
shipboard machinery, equipment and components, and the balance 
of it is in other types of major equipment or components. For 
example, pumps, motors, radar equipment, and that sort of thing. 

Mr. Wiae.LeswortH. Does that cover all of them? 

Mr. Moor. No, sir, not quite, but the rest is spread through the 
various bureaus and is of the type that Commander Williams men- 
tioned, components rather than parts. Take, for example, construc- 
tion equipment under the cognizance of the Bureau of Yards and 
Docks in contrast to parts for that equipment. 

Mr. Wiac.eswortuH. Materials handling equipment? 

Mr. Moor. Materials-handling equipment is included in the $6 
billion. It is a Bureau of Supplies and Accounts controlled item. 

Mr. WiacieswortnH. What about engines and aircraft? 

Commander WiiuiaMs. Aircraft engines are carried in the stores 
account at $1 each so that they do not loom large in the dollar figures. 

Mr. WiacLeswortH. You mean in the $6 billion? 

Commander Wiruutams. No; they are in the Bureau controlled 
material inventory. 
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PURCHASE OF NARCOTICS Mr 
Mr. WiaG.Leswortn. I note in the committee’s report last summer posses 
this statement: 
The committee was advised during the hearings that the Department does not handl 
contemplate any commercial procurement of narcotics during 1954, existing stocks Mr 
being adequate for estimated issues. If it should develop in the future, however, — 
that additicnal quantities must be acquired, the committee directs the Depart- Mr 
ment to first check with the Treasury Department to determine whether suitable (Di 
narcotics are available for transfer before going to outside sources. Mr 
Is there anything to report in that connection? syster 
Admiral CLexron. Off the record. tions! 
(Discussion off the record.) (Th 
Mr. Wiae.eswortn. I think that should be answered on the record. Sup} 
Admiral Royar. We can get an answer and insert it, sir. The fir 
(The matter referred to is as follows:) ; . thro 
avy | 
PurcHase or Narcotics _ Proce 
direct] 
Procurement of narcotics in the open market is made only after obtaining a point 1 
license from the Narcotics Bureau, Treasury Department. If supplies of narcoties bureau 
are available from the Narcotics Bureau, they are purchased instead of going to funds 
the open market. fund a 
y grante 
Mr. Wiea_eswortn. Are there any general questions before we The 
take up the appropriation items, Mr. Ostertag? perfort 
deman 
SUMMARY OF ACTIVITY AND RELATIONSHIP TO NAVY AS A WHOLE cane 
ance W 
Mr. Osrertraa. Yes. I would like to comment, Admiral, that, on The 
the face of it, this is big business. contro! 
Now, in your statement you pointed out that the Navy consumed Oe ner 
from $2 billion to $3 billion in material each year, but you were not pee ovis 
referring in that statement to the material which channels through 
vour Bureau, were you? 
Mr. Moor. That question requires this type of an answer, Mr. 
Ostertag. Mr. 
We handle, in some respects, all of the material that the Navy severa 
consumes, either because of the fact that we load it aboard ship, pay systen 
for it if it is commercial transportation and moves inland across the virtue 
country or pay for the ocean transportation, or due to the fact that 2% m 
we actually store it in our own controlled warehouses, or do the pro- systen 
curement of it. So that, the $2 billion or $3 billion worth of material The 
which is consumed by the Navy goes through its pipeline from the situat: 
time it comes from the contractor until it is consumed, and it is in Adr 
almost constant contact with the Bureau of Supplies and Accounts, stocks 
and services are being performed to issue the material. stand: 
Mr. OsrertaG. In other words, you are the service agency handling Aga 
that much material, but from the standpoint of procurement it is not 85 per 
within your province to actually purchase? a grea 
Mr. Moor. The purchase cost is not our problem, but the purchase found 
function is our problem. parts, 
Mr. OstertaG. The appropriation for the Bureau is around $350 althou 
million? bers. 
Mr. Moor. That is correct. parts 
Mr. Osrertac. That amount is to cover the cost of the service elimin 


rather than the function of purchase. That is the authority that you 
have in the handling of supplies? 
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Mr. Moor. That is right, sir. Our appropriation is to provide 
service rather than the cost of the material. The procuring Bureaus 
finance the cost of the material itself. 

Mr. Ostertaa. In other words, it costs us about $350 million to 
handle $3 billion in supplies annually? 

Mr. Moor. That is right, approximately, a little under 13 percent. 

Mr. Osrrerrag. Off the record. 

(Discussion off the record.) 

Mr. Osrertac. Admiral, would you kindly describe briefly the 
system which involves procurement and distribution and the rela- 
tionship between your Bureau and the Navy generally? 

(The matter referred to is as follows:) 

Supply procurement in the Navy is financed through two primary sources. 
The first is through funds provided in the annual appropriation act and the second 
is through funds invested by working capital funds, the largest of which is the 
Navy stock fund. 

Procurement funds available from the annual appropriation act are invested 
directly by the applicable technical bureau or by the supply demand control 
point which has been assigned cognizance of the material. In general, technical 
bureaus invest funds for components and supply demand control points invest 
funds for spare parts. Funds available for procurement from the Navy stock 
fund are invested by the supply demand control points or through the authority 
granted by these offices. 

The function of purchase in contrast to the procurement cost of material is 
performed by Navy purchasing offices, Navy area provision supply offices, supply 
demand control points, authorized field purchasing activities, or by the technical 
bureaus. All material purchased for stock in the Navy enters the supply system 
upon receipt and is reported for, accounted for, and physically handled in accord- 
ance with the uniform instructions of the integrated supply system. 

The Bureau of Supplies and Accounts manages and finances the supply demand 
control points, the Navy purchasing offices, the area provision supply offices, and 
the servicewide supply installations in the shore establishment of the Navy. It 
Administers the Navy stock fund. It has technical control of the supply function 
wherever performed within the Navy. 


CATALOGING AND STANDARDIZATION 


Mr. OstertacG. In your statement, Admiral, you pointed out that 
several years ago the Navy had some 2% million items in the supply 
system, which were integrated under the new concept and that by 
virtue of cataloging and standardizing you have today in lieu of the 
2% million items, approximately 1% million items in the supply 
system, which constitutes a 50-percent reduction. 

The question that comes to my mind is how did we get into a 
situation of that kind? 

Admiral Royar. A good deal of it, of course, was due to war end 
stocks, and to local purchasing where they did not comply with the 
standard specifications or standard numbers. 

Again, another reason was the fact that, as you may realize, about 
85 percent of our material is technical material, and we were carrying 
a great deal of the material under manufacturers’ numbers, and we 
found out by research and cataloging that many of the automobile 
parts, for example, for different automobiles were exactly the same, 
although we had been carrying them under the manufacturers’ num- 
bers. When we could find a standard item that would fit the various 
parts or equipments, then we settled on that standard item and 
eliminated a number of other items. 
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In ball bearings alone we reduced the number of ball bearings in ra) 
stock by several thousand by standardizing and by research to find mati 
out exactly what ball bearings would fit certain equipments, and elimi- Ay 
nating like ones that we were carrying under different stock numbers. onan 
I can well remember that, for instance, just taking a single item, disp: 
screwdrivers, the ordnance people used to have special screwdrivers : M 
that they could only use in certain operations. A 
The General Stores Office had a different line of screwdrivers, and M 
we were able to standardize on a single line of screwdrivers that of th 
everybody could use, instead of everybody having their own specialties, will 
and that came about through the research necessary to catalog them. Bure 
Standardization and cataloging is continually reducing the number A 
of items that we carry. a ai 
Mr. Osrertac. In other words, the situation in which you find en 
yourself is not one of complete waste or extravagance, but the lack te © 
of a system which would bring the total number of usable items down it m 
to a reasonable minimum, and as a result you do have excesses in 1" 
certain items which can be disposed of? appr 
Admiral Royar. Yes, sir, that is correct. We are, through our } 
supply system, our standardization, and our cataloging, eliminating | < 
the duplication of items carried, and in that way we are reducing the wet 
number of items that are in the inventory. abor 
Prior to 7 years ago we did not have a means to determine that. M 
Through the advent of the supply system and the organization that wrest 
we now have we can find these duplicate items and eliminate them. pate 
INCOME FROM DISPOSAL OF SURPLUS STOCKS a 
Mr. OstertaGc. Admiral, without getting into the figures on the r 
excess and the inventory, at least, for the moment, if J understand dis | 
correctly there is a system of liquidation that takes place in connection Fat 
with your excess supplies due to cataloging and yarns. and ZY 
as it is determined excess this property is disposed of by the Navy; will 
is that correct? hed 
Admiral Royar. Yes, sir; that is correct. ‘A 
Mr. OstertaG. Consequently, there will be a good many millions ¥ 
of dollars’ worth of excess supplies and, according to your statement, 10 
there will be $1,200 million in excess right in the field of your supply po 
area? 
Admiral Royar. That is correct. ee... 


Mr. Osrertac. Now, what happens to the money that is accrued 
as a result of the disposal of this property? $50 
Commander WiiuraMs. If the material involved is Navy stock 
fund financed material the funds gained by disposal revert to the 
stock fund. 
If the material has been purchased from annual appropriations the < 


funds resulting from disposal are transferred to miscellaneous receipts. a 
Mr. OsterrTAG. It goes to the stock fund, if you owe the stock fund; atin 

is that correct? us A 
Commander Writs. If the stock fund originally bought the C 
material. 
Mr. OsrertacG. And you still owe them for that material? ies 
Commander WituiaMs. That is right. Air 
Mr. Ostertac. From the $1,200 million worth that you have in $74 


excess, as I understand it, you have realized $355 million to date? : 
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Commander Writurams. We have disposed of that quantity of 
material at acquisition cost. 

Admiral Royar. That is the amount that has actually been declared 
as excess. We have not actually disposed of that yet. That is in the 
disposal pipeline right now. 

Mr. Osrertraa. You have realized no cash from it? 

Admiral Royar. Not from that $355 million; no. 

Mr. OstrertaG. During the fiscal year 1955, starting with June 30 
of this year, do you have any estimate as to the amount of money that 
will be realized by the disposal of excess properties within your 
Bureau? 

Admiral Royar. Not within our Bureau. We are trying to reach 
a disposal program of $50 million a month. Now, that is at acquisi- 
tion cost. In that $50 million some of the disposal will be distributed 
to other Government activities, some of it may be used, or some of 
it may be donated to certain organizations as provided by law. 

The percentage of it that will actually be sold, I would say would be 
approximately 50 percent of that, is not that correct, Commander? 

Commander Barnerr. Yes, sir. 

Admiral Royar. Approximately 50 percent, and in our sales now 
we are getting around 10 to 11 cents on the dollar, so you can see 
about what we would get in cash there, about $2,500,000. 

Mr. Ostertac. Let me see, Admiral, whether I understand the 
system and the end result correctly. Roughly speaking, you antici- 
pate that the program will net $50 million monthly by way of disposal 
generally? 

Admiral Royar. No. 

Mr. OstertaGc. Which would mean $600 million a year? 

Admiral Royar. Oh, no. Fifty million dollars a month will be 
disposed of, but that does not necessarily mean that it will all be sold. 
In other words, $50 million will go off of our books each month. 

Mr. Osrerraa. All right. On the basis of your statement there 
will be $50 million a month, totaling $600 million a year, of which 
about one-half will be disposed of by means of liquidating sales. 

Admiral Royar. That is right. 

Mr. Osrertaa. But out of that $300 million you will only net from 
10 to 11 percent on the dollar, namely, approximately $30 million. 
Am I correct when I say that? 

Admiral Royar. That is correct. I would like to have you under- 
stand, sir, that this is only an estimate. We are heading for that 
$50 million. Whether we will reach it or not I do not know. 


TRANSFER OF EXCESS STOCKS TO OTHER AGENCIES 


Mr. Osrerraga. Will you amplify the nature of the transfer, or the 
system and the character of the transaction or negotiation which in- 
volves the transfer of $300 million worth of supplies this next year to 
other agencies of Government? 

Admiral Royar. Commander Barnett has the details on that, sir. 

Commander Barnerr. As to the amount of material that is being 
transferred to the other Government agencies in the fiscal year 1954, 
the 7 months ending with January, we transferred to the Army, the 
Air Force, and other Government agencies, without reimbursement, 
$74,731,000. 
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With reimbursement, $141,000, or an average of $10,500,000 per 
month transferred to the other services and to other Federal agencies. 
Mr. Osrertac. Thank you. 


EXPLOSIVES INVENTORIES 


While the purchase, utilization, and control of explosives, Admiral, 
does not come within your jurisdiction, as I understand it 

Admiral Royar. That is right. 

Mr. Ostertaa. I should like to know whether or not I am correct 
when I say that the record now shows that the Navy has approxi- 
mately $4 billion worth of explosives in excess of requirements? 

Admiral Royar. No; not in excess. That is their total inventory. 
That is explosives, plus major ordnance. 

Mr. OsrertaG. Well, a few moments ago in giving us a breakdown 
of the $13 billion inventory, $4 billion of the $7 billion that was over 
and above supplies and accounts was for ammunition, 

Commander WiuuiAMs. It is Bureau of Ordnance controlled material, 
which includes some categories other than explosives. It includes 
major ordnance components. 

Mr. OsrertaG. In other words, we have an inventory of $4 billion 
worth of explosives, but it is not in any sense excess? 

Commander WiiuiAMs. That is correct. 

Admiral CLexon. It is not all explosives. A sizable part of the 
inventory is guns and mounts, machineguns, mines, depth charges, 
torpedoes, underwater weapons, and hardware of that nature in 
addition to explosives. 

Mr. OstertaG. Off the record. 

(Discussion off the record.) 

Mr. Osrertac. To clear up, Admiral, the question as between 
inventory and excess, the total inventory is $13 billion, of which 
$6 billion is controlled by the Bureau of Supplies and Accounts, and 
within that $6 billion there is an excess of $1,200 million. 

Admiral Royar. We estimate that there is an excess of that 
amount. 

Mr. OsrertaG. That has no bearing on ammunition and explosives 
of ‘any kind? 

Admiral Royar. No. 


CIVILIAN PERSONNEL 


Mr. Osrertac. I have one more question, and that relates to 
your statement, Admiral, in which you point out that in 2 years 
you have reduced, or are reducing, supply personnel by 10,000 
employees. You are referring to civilian employees? 

Admiral Royar. Civilian employees; that is correct. 

Mr. Ostertag. What is the total number of civilian personnel in 
your Bureau? 

Mr. Moor. We are planning to have an employment in 1955 of 
55,107. That is in man-years. ’ 

Mr. Osterraa. Yes. 

Mr. Moor. Under this appropriation. 

Mr. Osrertaa. That a constitute about an 18 percent reduc- 
tion in civilian personnel? 
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Mr. Moor. That is correct, sir. In 1953 we had 65,493 average 
man-years employment under this appropriation. 

Mr. Ostrertac. What is the principal reason for such a sharp 
reduction? 

Admiral Royar. There are two main reasons. The first is we do 
have increased efficiency and the second is that our operations are 
falling off, reduced operations. 

Mr. OstertaG. You are not in any sense substituting military 
personnel for civilian personnel? 

Admiral Royar. No, sir. It is just the opposite. 

Mr. Osrertac. Thank you. That is all, Mr. Chairman. 

Mr. Wiaaieswortn. Mr. Sheppard. 


EXCESS STOCKS 


Mr. SHepparp. With reference to the inception of the program of 
reclassification in the determination of inventory, that had its origin 
about February of 1947 under the so-called Forrestal supply plan, is 
that correct? 

Admiral Royar. Yes, sir; that is correct. 

Mr. SHEPPARD. So, this is not a recent invention or concept. It is 
a program that you have been working on over a period of time? 

Admiral Royar. For 7 years, yes, sir. 

Mr. SuHepparp. Now you are beginning to realize results from that 
effort? 

Admiral Royar. Yes, sir; that is correct, sir. 

Mr. Suerparp. The general situation applies to your surpluses that 
have been accumulating and pertains to an accumulation of many 
factors, many of which were beyond your control because of the needs 
of procurement requirement under military expediency, is that correct? 

Admiral Royar. Yes, sir; that is correct. 

Mr. SHepparpD. And during that interval of procurement there 
was a large number of items—lI cannot recall the specific number at 
the moment—but there were a large number of items procured which 
were completely outside of the ordinary concept of procurement, 
categories of new developments and various and sundry items of that 
character, is that correct? 

Admiral Royar. Yes, sir, that is correct. 

Mr. Suepparp. Then aside from the impetus of the procurement 
aspect that prevailed in those years, you also had the results of scien- 
tific development that were causing the phasing out of many of your 
items and putting them into obsolescence, and the accumulated 
gro parts had to become surplus within the Navy inventory; is 
that correct or incorrect? 

Admiral Royar. That is correct. 

Mr. Suepparp. So there has been a universal contribution that 
has been difficult to master that has created this large excess. Now, 
the time element it takes the Bureau of Supplies and Accounts and 
other departments in the same category to dispose of these items is a 
tedious one, made tedious by the law under which you have to func- 
tion. As I interpret the procedure, the first thing you have to do is 
check your inventory to see whether or not the items are usable within 
the Navy as of the time, and once you have made that check through- 
out your inventory, then, again proceeding under the law of dis- 
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position that you have to work under, that is circulated through the b owt 
other departments of Government, giving them an opportunity to a im 
see if they can use the material that has been declared excess. M 
Admiral Royar. That is right. i ik | 
Mr. Suepparp. When and if the items circulated for this purpose M - 
by the Bureau of Supplies and Accounts are returned to them, I ‘A ‘a 
believe the statement was that they then become designated or M “ 
named as surplus as against excess, although the two are very parallel h ra 5 
in the ordinary concept. 
Admiral Royar. That is correct. Mr. 
DISPOSAL PROGRAM 
Mr. Suepparp. What happens relative to political subdivisions, Mr. 
academic institutions, and so forth, having their chance at this follow 
declaration of excess? Do they have that chance when the items are up wit 
being circulated through the departments of Government, or is that matica 
ame over and above and on top of that circulation? Is my question age 22 
clear? 
Commander Barnerr. Not exactly. | Mr. 
Mr. Suerparp. The law permits the donation of items declared Somet 
excess to political subdivisions and to academic institutions; does it it a 
not? 
Commander Barnerr. Yes, sir. Mr. 
Mr. Suepparp. Once items have been declared in excess status by Adr 
the Bureau of Supplies and Accounts, they start circulating through Mr. 
the departments of Government for them to pick out any or the law tl 
whole of what has been declared excess? return 
Commander Barnert. Yes, sir. Mr. 
Mr. Sueprarp. When do the political subdivisions and academic The t, 
institutions have their chance at this declaration of excess? ing 6 
Commander Barnett. After the material has been screened screer 
against all Government requirements, then educational institutions $400, 
and other institutions recognized under Public Law 152 may pick would 
it up by donation. aaa 
Mr. Suxrparp. Who is the custodian of that type of operation? Ad 
Commander Barnetr. The General Services Administration. ments 
Mr. Sueprarp. Consequently, when the items are returned to Mr 
our department they have traveled the whole course of those who that 1 
»y law can participate either by transfer or donation? if it w 
Commander Barnerr. Yes, sir. If yo 
Mr. Suepparp. When your declared excess comes back to you— be ve 
and hypothetically we will use the figure of 100 tons-when they are Ad 
returned to you after all these people have had an opportunity to yet 
participate, what is the next step you take? e M, 
Commander Barnerr. It is then put up for sale under one of = 
several methods. The most commonly used method is the com- we 
petitive sealed-bid method. The Navy sells its material through | pi ior 
approximately 70 authorized sales activities that are designated M : 
Navy field activities for the sale of material. “ 
Mr. Suepparp. All within the Navy itself? : 
Commander Barnett. Yes, sir. The work is done by Navy and 
civilian personnel. 
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Mr. Suepparp. And the result of that procedure has been to bring 
back to you, as indicated today, 10 or 11 cents on the dollar? 

Admiral Royar. That is correct. 

Mr. Surpparp. Did I understand you to say that was net or gross? 

Admiral Royar. That is net. 

Mr. Suepprarp. All costs of operation has been deducted? 

Admiral Royar. Yes, sir. 

Mr. Sueprarp. Including the costs of governmental agencies who 
have handled the screening? 

Admiral Royar. No, sir, just the sales. 

Mr. Suepparp. Then if you took those costs out you would not 
have a nickel left, would you? 

Admiral Royar. That is pretty hard to say. 

Mr. Sueprarp. You gentlemen are mathematicians. You have 
followed the cost through in your own Department and have come 
up with the figure of 10 or 11 cents. But even a farfetched mathe- 
matical computation indicates the other transactions have absorbed 
that 10 or 11 cents as certainly as J sit in this room. 

Admiral Royar. They would certainly absorb a great deal of it. 

Mr. SHepparp. Especially if we take the time element of 280 days. 
Somebody is handling a lot of paperwork. 

Admiral Royar. Another thing is the fact we are still warehousing 
it and taking care of it during all the time it is being screened. 

Mr. Suerparp. And that is running against the 10 or 11 cents. 

Admiral Royar. Yes, sir. 

Mr. Suepparp. I| am still of the opinioo that functioning under the 
law that presently prevails we have passed the point of diminishing 
return. I think we are functioning in the red in this operation. 

Mr. Moor. Might I add one thing as a matter of information? 
The type of processing that we are talking about is the control process- 
ing and the cost to the Bureau of Supplies and Accounts of the control 
screening operation for the entire Department of Defense averages 
$400,000 a year. That might give you some idea of what the cost 
would be as it goes through. I do not know how many departments 
screen this same material we screen. 

Admiral Royar. In addition there is a cost to the other depart- 
ments when the papers come through them to be screened. 

Mr. Suepparp. | was trying to look at it in the broad aspect, 
that if they did not accept any of it, the handling of it to determine 
if it was usable or unusable would more than absorb the 10 or 11 cents. 
If you gentlemen can mathematically prove that I am wrong, I shall 
be very happy to have you do it. 

Admiral Royar. I would not try to do that. One advantage of 
screening is that the other departments do get some material free of 
charge which they might have to purchase. 

Mr. Suepparp. I think that is a fair statement, but, hypothetically, 
we might say a division needs a monkey wrench. A monkey wrench 
coming in their division through this process would presumably 
obviate their buying one on the open market. The net benefit would 
be hard to determine. 

I have watched this type of operation, gentlemen, for several years 
and am personally not economically happy with it. I do not think 
it is the answer. On the other hand, you have this material and 
something has to be done with it because it is taking up floor space and 
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the longer it stays with you the more it becomes obsolete and the Mr 
chance of disposition is lessened. I do not envy you in your dis- funds 
position program under existing law. I do not know of a better way Cor 
at this time to offer, but perhaps out of the new concepts some solution betwe 
will arise. Let us hope so. That is all, Mr. Chairman. pat 
that 
CONDITION OF NAVY STOCK FUND Mr 
Wher 
Mr. WiceLesworrn. Admiral, you have referred to the stock fund. { of the 
I would like to get a few figures on that ifI can. I have a brief state- is clo 
ment here from the committee investigators. In reference to cash Co 
in the Treasury, they state that as of June 30, 1953, the figure was M1 
$524,481,026. Is that correct? funds 
Commander Lynxss. Yes. Ad 
Mr. WiaGcieswortnH. Then they indicate $250 million was taken exces 
out by the Defense Appropriation Act of 1954, leaving $274,481,026. Mi 
Commander Lyness. Yes, sir, in August 1953. Ad 
Mr. WiaccLesworrn. And by December 31, 1953, it had increased millic 
to $316,761,337. Is that right? M: 
Commander Lyngss. Yes, sir. Ad 
Mr. WiacLesworrn. And as of the end of January 1954 it was Mi 
$326,525,146? tially 
Commander Lynrss. That is correct. Ac 
Mr. WiccLesworrn. And they state it is currently estimated the think 
cash balance will increase by June 30, 1954, to $344 million. Is that mon! 
correct? | 
Commander Lynzgss. Yes, sir. Ac 
Mr. Wiactesworts. And by June 30, 1955, to $447 million? Duri 
Commander Lynzgss. Yes, sir; as of the end of fiscal year 1955. Cx 
Mr. Wiac.ieswortn. To the $344 million as of June 30, 1954, the time 
add estimated accounts receivable as of that date of $46,447,023. Is M 
that right? the 
Commander Lynegss. Yes, sir. $341 
Mr. Wiacieswortn. Making a total as of June 30, 1954, of ear 
$390,447 ,023, from which they deduct estimated accounts payable of f v 
$2,830,431, leaving a balance of $387,616,592. Is that right? pare 
Commander Lynerss. Yes, sir. Those are figures we furnished. $375 
They are correct. Tha 
Mr, WiacGieswortn. What are your estimated purchases for fiscal Ai 
1955? 
Commander Lyngss. For fiscal 1955 we estimate purchases of 
$859,130,000. 
Mr. The investigators’ report estimates purchases M 
for fiscal 1955 at $844,300,000. ferri 
Commander Lyness. That figure may be one that was given to $2,5 
them some 6 months ago. We are constantly reviewing our program. and 
The figure I have just given you is our latest best estimate for 1 mat 
fiscal 1955. The differences are minor. : V 
Mr. Wicciesworta. Off the record. thes 
(Discussion off the record.) : A 


Commander Lyness. Our latest estimate of sales for fiscal 1955 is 


‘ 

r 
Mr. What are your estimated sales in 1955? 
$969,290,000. 
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Mr. Wiac_eswortru. And what is the time required to transfer 
funds from the using services to the stock fund, on the average? 

Commander Lyness. On the average our experience indicates 
between 14 and 2 months’ time is involved in that process. 

Mr. Wiac.eswortn. This report indicates 45 days. Do you think 
that is wrong? 

Mr. Moor. There is an additional element, Mr. Wigglesworth. 
When the amounts we collect pass through accounts receivable—all 
of them do not—there is additional time involved, so that the average 
is closer to 2 months. 

Commander Lynerss. I should think 2 months is the better average. 

Mr. Wice.esworts. On that basis you really have some additional 
funds in here, do you not, that you do not need? 

Admiral Royer. Yes, sir; under our present estimates we have some 
excess in there. 

Mr. Suepparp. What would be the amount of the excess, please? 

Admiral Royar. As of June 30, we will have an excess of about $72 
million. 

Mr. Suepparp. As of June 30, 1954? 

Admiral Royar. 1954; yes, sir. 

Mr. Wiaa@._eswortu. On June 30, 1955, you would have substan- 
tially more; would you not? 

Admiral Royar. Yes, sir. According to present estimates we 
think we will have approximately $197 million, but that is figuring 18 
months ahead. 

Mr. SHepparp. As of what date? 

Admiral Royar. June 30,1955. That is figuring a long time ahead. 
During that period we have to estimate both sales and deliveries. 

Commander Lynzss. We can be significantly off in that length of 
time. 

Mr. Wiac.ieswortu. Referring to the committee print we find 
the overall request for ‘‘Servicewide supply and finance, Navy’ of 
$341 million as compared with an appropriation for the current fiscal 

ear of $382,500,000, or a reduction in those terms of $41,500,000. 
if we include reimbursements and comparative transfers we ap- 
parently come up with $347,475,000 in fiscal 1955 as compared with 
$375,618,000 in fiscal 1954, or something like $28,200,000 reduction, 
That is correct; is it not? 

Admiral Royar. Yes, sir. 


COMPARATIVE TRANSFERS 


Mr. WiaGLeswortu. I note in the committee print a footnote re- 
ferring to the request of $341 million indicating that the figure includes 
$2,546,000 for activities previously carried under other appropriations, 
and that it excludes $15,652,000 for activities transferred in the esti- 
mates to other appropriations. 

When the remarks are revised please indicate briefly why each of 
these transfers has been made. 

Admiral Royar. Yes, sir. 

(The information is as follows:) 


j 
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Comparative transfers, 1955 
Transferred from: 


Maintenance and operation of Naval Supply Depot, Yoko- 

Cost of operation of service craft at Naval Station, Seattle, 
transferred to Bureau of Ships... ......-..-.-s...--. — 4, 000 

Naval personnel, general expenses... 50, 000 

Cost of supply and fiscal department at naval station, 
Norfolk. 
Transferred to: 

Transfer of Cost Inspection Service____..........-.---- 4, 255, 000 
Cost of financing of security forces at naval station, 


Transfer of responsibility for furnishing supplies at Fuel 


Cost of operation and maintenance at naval advanced 
base supply depots, Davisville, Gulfport, and Port 

Cost of public works department at naval station, Seattle__ 100, 000 


Cost of contractual handling, packing, and storage of 
military household goods. 


OBLIGATIONS AND EXPENDITURES 


Mr. Wiaeteswortn. Can you give us obligation and expenditure 
figures as of some recent date? 

Commander Wriuttams. The obligations under this appropriation 
as of January 31, 1954, were $217,137,615. The expenditures as of the 
same date were $190,926,598. 

Mr. Wice_eswortH. Do you anticipate any unexpended or un- 
obligated balance as of June 30 next? 

Commander WiiuraMs. Yes, sir; we do anticipate some unobli- 
gated balance and a considerable unexpended balance. 

Mr. How much? 

Commander Wixuiams. The answer to that is somewhat compli- 
cated. In the “Cataloging” subhead of this appropriation we have 
estimated fifteen-million-and-some-odd-thousands-of-dollars. We are 
operating at a level which will not use in excess of $13 million, which 
means that we have at least $2 million unobligated funds in our 
“Cataloging” subhead. 

There have been funds reserved under the ‘Transportation’? sub- 
head on an estimate of the Bureau of the Budget which will finally 
be determined when the effect of the cessation in Korea is evaluated. 
At the present time there is $9 million unobligated in reserve funds 
under the “Transportation” subhead. So the amount that will be 
unobligated as of June 30, 1954, is presumably between $9 and $12 
million. 

Mr. Wice.ieswortu. How about June 30, 1955? 

Commander WiiuiaMs. Of course this money we are talking about 
as of June 30, 1954, under normal circumstances would lapse on 
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June 30, 1955, and go to the Treasury. At this time we are not 
anticipating any unobligated balance out of the $341 million budget 
we are requesting. 

APPROPRIATION INTRODUCTION 


Mr. WIGGLESWorTH. Without objection we will include at this 
point in the record pages 2, 3, and 4 of the justifications entitled 
“Appropriation Introduction.” 

(The material referred to is as follows:) 


Servicewide supply and introduction 


1954 | 1955 


Fiscal year | Fiseal year 


Appropriation or $467, 634, 142 | $382, 500, 000 | $341, 000, 000 
Net adjustments_. —32, 634, 879 | —13, 797,000 


Total obligations from appropriated funds. --_-_--...-- 434, 999, 263 | 368, 703, 000 “Bal, 000, 000 


The budget year estimate for the appropriation, “‘Servicewide supply and 
finance,” is designed to support, on a minimum basis, the operational level of the 
Navy as established by the Chief of Naval Operations. In addition, the cost of 
accomplishing certain specific programs not directly related to Navy operations 
for the budget year have been included to the extent required by directives of 
higher authority. 

The level or Navy operations is the determining factor in projecting the workload 
for many of the projects under this appropriation. As the scope of overall opera- 
tions changes, so does the volume and range of material moving in the supply 
system change. As the movement of material contracts and expands, the work- 
load at supply installations and control points is affected both directly and in- 
directly. he size of the flow in the material pipeline is likewise the determinant 
in projecting commercial transportation requirements. The replacement of this 
material consumption, in turn, has a primary effect on the regional disbursing 
and accounting workload which is financed under this appropriation. Or the 
37 projects which are included in the estimate, 22 are affected directly or indirectly 
by the budget year level of active Navy operations. The remaining 15 projects 
are affected by specific readiness programs, management-improvement programs, 
or investment-protection programs. 

The major program, therefore, of the Bureau of Supplies and Accounts is that 
of supply support of current Navy operations. It is a continuous problem to 
evaluate the future level of Navy operation in terms of material consumption. 
Navy operations are comprised of power application of ships, aircraft, and men. 
For fiscal year 1955 the numerical strength of ships decreases less than 3 percent 
while aircraft strength remains the same. Ships and aircraft activity, in terms 
of steaming and flying hours will also remain approximately at the same level. 
The manning level of the Navy which is composed of both military and civilian 
personnel is planned to decrease 6.4 percent from 1954 to 1955. In projecting 
material consumption, the question arises as to whether the lower manning level 
with the same operating units will result in lesser material consumption. If the 
theory that a reduction of unessential personnel will not reduce operations is 
correct, then material consumption and supply workload will not decrease from 
1954 to 1955. Despite this, the assumption which has been made in this estimate 
is that supply workload resulting from current operations will decrease 6.4 percent 
in 1955. 

The next auestion which arises in the development of this estimate is concerned 
with the rate of labor producti: ity. Once the operating workload has been 
determined, the staffing ratio becomes a complex budget problem. For both the 
years of 1953 and 1954 the a a sumption was made that each emplovee would exert 
continuing greater effort with an aggregate improve ment in produc tivity. Im- 
provement has taken place and will continue to take place. The evaluation of 
this rate of improvement has resulted in the productivity projection for fiscal 
year 1955. The assumption has been made that the highest level of productivity 
which has been attained or must be attained during 1954, can be sustained for the 
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full year of 1955. In the final result, the budget estimate reflects an average the fi 
— increase in supply productivity of 4 percent for the vear 1955. maint 
he factors of workload and labor productivity are the primary determinants lated 
in computing the requirements for the major program under this appropriation. : ; 
The other major programs in which requirements are not directly related to opus 
current operations of the Navy are the disposal program, the preservation program m acc 
and the cataloging program. There has been added to the basic workload of Mr 
project 1C, “Scheduling, recording, and reordering,” a line item volume of ‘ which 
1,270,000 which represents the first increment of workload to process material ; f ab 
through the disposal program. This increment will provide an average of 190 am 
personnel available to transfer material from Navy stocks as it is determined to Mr 
be surplus to requirements. The current procurement policy of the Navy becau 
— that contractors will preserve material prior to shipment wherever j it val 
acilities are available, the requirements of the preservation program relate ; 
principally to material in store which has matured to a state necessitating further Hl perce! 
preservation after allowances were made for issues and reduction of stocks. The : M I 
requirements for the cataloging program reflect the cost of accomplishing the : activ! 
phased schedule for conversion to the Federal identification system. The prime reduc 
mission of this cataloging program is to develop, establish, and maintain a single : 2 of y 
uniform catalog system, to be used as an effective tool of supply management in . reise 
all functions from requirements determination through final disposal. incre 
Mr. Wiaciesworts. What is meant by the statement in the first i 
paragraph: Bu 
In addition, the cost of accomplishing certain specific programs not directly { $201, 
related to Navy operations for the budget year have been included to the extent { fiscal 
required by directives of higher authority. i ficati 
_ Admiral Royar. That includes cataloging and industrial mobiliza- 
tion and also Operation Cleansweep. 
Mr. Wiaaieswortn. You have had those operations before, have Pr 
you not? ' a dec 
Admiral Royar. Yes, sir; but they are not related to naval opera- year, 
tions directly. other 
Mr. Ostertaa. Where is that covered, Admiral? tion 
Admiral Royar. It is in the budget here. outg 
Mr. Off the record. barg: 
(Discussion off the record.) { intra 
Commander Wiu1AMs. We try to relate our budget to an oper- TI 
ational level, the number of man-years and such criteria as that. : projé 
Those specific programs are not relatable to the operational level. the s 
Mr. WiaGLeswortn. On page 3 of the justifications I note that for : meni 
fiscal year 1955 the numerical strength of ships decreases less than } is it 
3 percent; aircraft strength remains the same; ships and aircraft ; Ac 
activity, in terms of steaming and flying hours, remains at approxi- M 
mately the same level; and military and civilian personnel together ton? 
decreases 6.4 percent, with the resulting assumption that the supply Cc 
workload will decrease 6.4 percent. You also indicate that the rate M 
of labor productivity is expected to increase 4 percent. Does that | men 
mean a combined figure of 10.4 percent? from 
Mr. Moor. That is correct, sir. In the functions where our work- ing s 
load is directly relatable to the naval operational level we have on the T! 
average increased our productivity by 4 percent and our workload has of fi 


decreased by 6.4 percent. 

Mr. Wiacieswortn, And that 10.4 percent improvement seems to 
compare with a reduction in your overall request of 7.8 percent. Why 
should not your request reflect the 10.4 percent? 

Mr. Moor. Because our request is divided into two groups, that 
which is operational and that which is on a program basis, such as 
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the functions of cataloging, functions of preservation, functions of 
maintenance of facilities, and the disposal program, which is not re- 
lated to naval operations. So that the portion not related to naval 
operations does not fluctuate in accordance with the 10.4 percent but 
in accordance with the functions. 

Mr. WiaG.iesworth. Is it a fact that that portion of your request 
which is for operational functions does reflect a corresponding decrease 
of about 10.4 percent? 

Mr. Moor. As an average. You will note a variation by functions 
because we are using actual attainments and realistic projections, so 
it varies by functions, but on an average it will improve by 10.4 
percent. 

Mr. Wiae.Lesworts. This request is broken down into 8 budget 
activities, as appears on page 6 of the justifications, 5 of which show 
reductions, 1 of which shows an identical figure for the 2 years, and 
2 of which, ‘‘Cataloguing”’ and ‘‘industrial mobilization,” reflect some 
increase. 

Suppty Distrisution System 


Budget activity No. 1, “Supply distribution system,’”’ requests 
$201,940,000, a decrease of $15,963,000 as compared with the current 
fiscal year, and it is covered in pages 7 to 32, inclusive, of the justi- 
fications. 

PHYSICAL RECEIPT AND ISSUE 


Project 1A, ‘Physical receipt and issue,’”’ requests $42,148,060 or 
a decrease of roughly $4 million as compared with the current fiscal 
year, and is stated to provide funds for the loading, unloading, and 
other physical handling incident to the receipt, checking, and inspec- 
tion of all incoming material, and the shipment and delivery of all 
outgoing material including the loading and unloading of vessels and 
barges on water shipments and incidental physical handling within 
jntransit storage facilities and marine terminals. 

The justification further states that the requirements for this 
project are directly related to the quantity of material handled in 
the supply distribution system, and are measured in terms of measure- 
ment tons handled, which, as I recall it, is a matter of cubic feet, 
is it not? 

Admiral Royar. That is correct. 

Mr. WicgeLeswortH. How many cubic feet to a measurement 
ton? 

Commander Wi.u1Ams. 40 cubic feet to a measurement ton. 

Mr. WiacGciteswortH. The justification further states that require- 
ments have been determined by utilizing the basic data developed 
from the comprehensive material, personnel, and financial account- 
ing systems of the Navy. 

There is a table on page 9 of the justifications speaking in terms 
of fiscal years 1953, 1954, and 1955; also in terms of workload, man- 
years, costs, and gross obligations. 

We went into this at some length last year, as I recall it. Just run 
down that table briefly by way of description. For instance, the 
total workload is in terms of estimated measurement tons, which you 
have stated are 40 cubic feet regardless of the weight involved. 

What is this production rate on the next line? 
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Admiral Royar. The production rate is indicated by the number of We 
personnel involved in the movement of the number of tons indicated, use tl 
and the relationship there indicates that we anticipate a more efficient at th 
operation during fiscal 1955 than we did during fiscal 1954. It also at th 
indicates that our workload will be reduced by 1,238,000 tons. In We 
order to get that production we have shown the number of man-years that 
that will be involved and it indicates that we will have a total of 836 Co 
less man-years to do the operation in 1955 than we did in 1954. alien 
Naturally, our man-years will drop as the workload drops. We are Na 
dropping them a little faster than the workload, which will give us the supp 
increased productivity. dustt 

Below that is a breakdown of the costs that go into this budget oper: 
project. All of those cost figures are showing a reduction in 1955 M: 
over 1954. We find the estimate of the total workload has been very 
good and we think is a good fair picture of what we will have during j 
the next fiscal year. 

Mr. Wicc.Lesworts. In other words, you have a decrease in your M 
total workload estimated; you have a relatively greater decrease in of y 
the estimated man-years, and you contemplate an increased produc- incre 
tivity of about 2.2 percent? ; Ac 

Admiral Royar. Yes, sir. M 

Mr. Wiac.teswortn. And the overall estimated cost of $42,148,000 of th 
is about $9.9 million below the cost for fiscal 1953? | this 

Admiral Royar. That is correct. { bee 

of th 
COMPUTATION OF ESTIMATE FOR MEASUREMENT TONS v 

Mr. WiacG.ieswortu. Can you relate briefly for the record the 
process by which you arrive at the figure for measurement tons in 
fiseal 1955? 

Mr. Moor. We will put it on the record now and I would like, if _M 
you do not mind, to give this to the committee clerk for the purposes ing, 
of the committee. This is a pamphlet which explains briefly our final 
budget formulation technique. A 

What we do, in brief, is this: We collect through the stores account- M 
ing systems the amount and type of material that is used by the Navy 
and we relate that and correlate that use in the Navy to the naval 
operational level. We correlate fuel consumption to the ships and 
ship steaming hours: we correlate subsistence to the naval personnel; N 
we correlate clothing to the intake and turnover in the Navy; the use $17, 
of the technical material is correlated to various aspects of naval fisce 
operation; so that we get over a continuous period in the past a The 
historical record. At the same time, we get from the field the work- han 
load. We correlate the use of material in the Navy to the handling syst 
of material in the naval supply system. The amount of tonnage this 
workload which results from the consumption and the amount of dist 
manpower used to handle that material is related to the dollar cost cha 
of that manpower. ton 

The one unknown we start off with will be the basic naval opera- doe 
tional plan which gives the number of men, ships and aircraft. We can stat 
then predict the consumption and the workload and the number of ade 
man-years that will be necessary to move that material and the cost add 
of that manpower. That is what we are portraying in this table. / con 
We relate first of all the total workload to the naval operational level. 
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We predict how many measurement tons each man can handle and 
use that as our productivity rate. We add a leave factor and arrive 
at the number of man-years necessary, and at stated salaries we arrive 
at the cost. 

We then arrive at the material dollar costs and in terms of material 
that will go over the waterfront we relate the stevedoring costs. 

Contractual operations is one way of stating they are native or 
alien labor. In Japan and Guam the labor is under labor contracts. 

Navy industrial fund operations, the last line, is the cost of the 
supply operation at shipyards which are under working capital in- 
dustrial fund operations. The cost we are financing under this 
operation is the cost of nonindustrial operations. 

Mr. WicGLesworrn. Any questions on project 1A, Mr. Ostertag? 


HANDLING OF SURPLUS OR EXCESS MATERIAL 


Mr. Osrertag. Admiral, the program calling for the handling of all 
of your surplus or excess material, would that not lend itself to an 
increase in the workload rather than a decrease? 

Admiral Royar. It could. 

Mr. Moor. It could and would except that the physical handling 
of the material in the sense of the final disposal is not financed under 
this appropriation. ‘The cost is netted against the gross return. 
That does not appear as a part of our workload. But the processing 
of the material, screening it and recording it, is in this appropriation. 

Mr. Ostrertaa. That ts all I have. 

Mr. Mr. Sheppard? 


CONTRACTUAL STEVEDORING 


Mr. Suepparp. With reference to the item of contractual stevedor- 
ing, do you have in this estimate stateside also; is it all a part of your 
final conclusion, dollarwise? 

Admiral Royar. That is right. 

Mr. SuHeprarp. That is all, Mr. Chairman. 


STORAGE OPERATIONS 


Mr. Wiacc.ieswortuH. Project 1B, storage operations, calls for 
$17,180,000, a decrease of $2,724,000 as compared with the current 
fiscal year, and of almost $5 million as compared with fscal year 1953. 
The justification states this request is to provide funds for the physical 
handling of material within storage areas of the supply distribution 
system. The justification further states that the requirements for 
this project are governed by the amount of material in the supply 
distribution system and the rewarehousing to meet operational 
changes, and that the workload is measured in terms of in and out 
tonnage estimated to be handled less the transshipment tonnage which 
does not flow through storage operations. The justification also 
states that in certain areas where Government facilities are not 
adequate to meet storage requirements necessitated by operations, 
additional storage facilities are obtained by leases and warehousing 
contracts, 
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The table on page 11 seems to reflect a decrease in estimated total 
workload from 14.6 million measurement tons to 13.7 million measure- 
ment tons; a decrease in man-years from 5,462 to 4,712; an increase in 
production rate of 8.7 percent; and decreases in all the 6 items of costs. 


SCHEDULING, RECORDING AND REORDERING 


Project 1C, for scheduling, recording, and reordering, asks for $36.5 
million as compared with $41.5 million in the current fiscal year and 
$44 million for fiscal 1953, to provide funds for the following supply 
functions: The maintenance on an item basis of local depot stocks of 
material, the verification annually of the physical inventory, the 

reparation and submission of periodic inventory reports, the schedul- 
ing of requirements of dependent activities, and the local procurement 
of essential material. The workload is again related to the measure- 
ment tons of material received and issued in the supply distribution 
system and is measured in terms of line items on related receipt and 
issue documents. 

Will you explain for the record briefly just what this scheduling, 
recording and reordering is, what it covers and what is meant by line 
items? 

Admiral Royar. This project covers the control divisions of depots 
and centers. By that I mean it is the division that has charge of the 
accomplishing of the receipt papers, the receipt invoices, of taking 
the material up into stock, the scheduling of requirements, the schedul- 
ing of ordering material, placing orders for material and services, the 
determination of excesses and reporting them for screening, and also 
it has charge of the disposal of excess property. This is primarily a 
paperwork transaction and therefore we have related it to line items, 
and line items mean the number of individual items that go through 
this control division. The items may be monkey wrenches, they may 
be screwdrivers, or whatever type of material of that sort. The line 
items themselves, we are not interested in the quantity of items but 
it is the number of line items that we have to process. During 1953 
we estimated that we actually had 33 million line items. In 1954 we 
estimate 31 million, and in 1955 we have reduced the number to 
30,314,000, a decrease of 705,000 since 1954. 

Mr. Wiacieswortn. I notice from the table on page 14 of the 
justifications the estimated decrease you have just mentioned and also 
an estimated decrease in man-years from 10,085 in fiscal 1954 to 8,938 
in fiscal 1955; and an estimated increase in production rate of 10.4 
percent; also a reduction in each one of the categories of cost reflected 
in the table. 

How many line items do you have as of some recent date? 

Mr. Moor. As of 31 January we have processed 17,559,657 line 
items. 

Mr. WiaG.Lesworrn. Any questions on projects 1B or 1C? Mr. 
Ostertag? 

Mr. OstrertaG. No questions. 

Mr. Wiccieswortn. Mr. Sheppard? 

Mr. Sueprarp. I would like to have the chairman’s permission to 
go back to 1A. 
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PHYSICAL RECEIPT AND ISSUE 


Mr. Suepparp. I call your attention to page 8 of the justifications 
and I quote from the top of the page: 

This project provides funds for the loading, unloading and other physical 
handling incident to the receipt, checking, and inspection of all incoming material, 


and the shipment and delivery of all outgoing material including the loading and 
unloading of vessels and barges on water shipments. 


and so forth. And on page 10 it is stated: 


Storage operations include physical handling incident to placing of incoming 
material in store; removal of material from storage for issue, preservation, repack- 
ing for storage, removal to disposal areas, and other purposes as required. 

Where is the line of demarcation? 

Admiral Royar. I would say the door of the warehouse is the 
division point. Project 1A takes the material to the door of the ware- 
house. The other fund we have discussed is the interior handling of 
the material in the interior of the warehouse. 

Mr. Suepparp. In other words, taking it from the dock and storing 
it. 

Admiral Royar. That is right. 

Mr. Suepparp. No further questions. 


AFTERNOON SESSION 
PACKING 


Mr. WiceLeswortu. The committee will come to order. We 
will continue with budget activity No. 1, project 1D, “Packing.” 

The request is for $15,815,000, a reduction of $1,479,000 as com- 

ared to the current year. This project is slated to provide funds 
or the preservation of material for storage or shipment, including 
packaging, packing, crating, and marking of materials. 

The table on page 16 of the justifications shows a decrease in terms 
of total workload in terms of units packed from 9,467,000 to 8,857,000; 
shows a decrease in man-years from 3,093 to 2,807; an increase in 
production rate of 3.1 percent; and the 5 items of cost all reflect 
decreases as compared with the current year. 

How do you estimate this increase in production rate? I notice it 
is plus 8.7 in one project, plus 10.4 in another, and plus 3.1 here. 

Commander Wiuuiams. Basically we project a trend of what we 
are currently experiencing. In some functions we are able to move 
faster in methods improvements or in system improvements than 
we are in others. As we see fertile fields for improving methods, 
procedures and so forth, we then project that trend into the budget 
year. 

CONTRACTUAL OPERATIONS 


Mr. Wiaeieswortnh. What are the “Contractual operations” 
referred to under “Packing’’? 

Mr. Moor. The “Contractual operations’? under this particular 
project are for those contracts, which are small in number, where of 
necessity we enter into packaging of material at the contractor’s 
plant when we are buying material f. 0. b. origin. It is more econom- 
ical for us to contract directly with the subcontractor to pack the 
material for delivery to the Government. 
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NAVY INDUSTRIAL FUND OPERATIONS 


Mr. WiacGieswortn. What are the “Navy industrial fund opera- 
tions’? 

Mr. Moor. That is for the cost of packing of material at the Navy 
shipyards which are under the working capital fund operation for the 
cost of packing material which was to be delivered in the area versus 
that which was to be consumed internally in industrial operations. 


PRESERVATION 


Mr. Wiacieswortu. Project 1E, ‘“Preservation.”’ The request is 
for $9,044,000, a decrease of $7,000 as compared to the current year. 
This is stated to provide funds necessary to maintain material in store 
in a ready-to-issue status. The potential workload is stated to be 
equal to the measurement tons of material received for storage and 
the unpreserved material in store. 

The table on page 18 reflects a workload of 422,000 measurement 
tons in each year; a production rate of 290 in each year; and 1,695 
man-years of employment in each year. There is a very slight reduc- 
tion reflected in the ‘‘Navy industrial fund operations.” 


FUEL HANDLING 


Project No. 1F, “Fuel handling,” requests $5,089,000, a decrease of 
$186,000 as compared to the current year. This is stated to provide 
for the receipt, issue, and storage of bulk liquid fuel at naval activities 
and the transfer and rotation of fuel as required by current directives 
and instructions. 

The table on page 20 reflects a workload decrease from 97 million 
barrels to 94 million barrels; a decrease in man-years from 566 to 
548; a production rate of 199.2 for both years; and small reductions 
in each of the 5 items of cost. 


CONTRACTUAL STORAGE AND HANDLING 


You have two contractual items here. One is “Contractual 
storage and handling,” a large item of $2.5 million; and the other is 
“Contractual operations,” a very small item of $44,000. 

How much of this storage and handling is on a contractual basis, 
and how much does the Navy do itself? 

Mr. Moor. The contractual storage and handling figure of $2,544,- 
000, Mr. Chairman, is entirely outside of Navy installations. It is 
for fuel issue, actually, contractual storage of fuel at various locations 
throughout the country where our own storage facilities are deficient. 

Mr. Wice_tesworru. What percentage of the storage and handling 
does that represent? 

Mr. Moor. The $2.5 million of contractual storage represents the 
issue or the storage of approximately 3 million barrels of fuel, Mr. 
Chairman. ; 

Mr. WiaGieswortu. 3 million out of the 97 million? 

Mr. Moor. Out of the 97 million issued. Of course we are talking 
about storage rather than issue. There will be a turnover included in 
the $2.5 million. The $2.5 million allows for storage of 3 million 
barrels of fuel. 
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Mr. WiecLeswortsu. How many barrels of fuel have you actually 
handled as of some recent date? 
Mr. Moor. As of January 31 we have actually handled 58,922,000 
barrels. 
Mr. WicGLeswortu. Are there any questions on projects D, E, or 
F, Mr. Ostertag? 
PRESERVATION 


Mr. OstertaGc. Under project 1E, ‘Preservation,’ I note the 
budget request is for approximately the same amount as that re- 
quested for fiscal 1954. Will you be required to carry on this activity 
to the same degree that you have in the past, in the light of reduced 
inventories? 

Admiral Royar. There are two reasons for the fact that we have 
not reduced that. That first is that we found that last year we did 
not provide enough to do the entire job. There is a considerable 
backlog. The second thing is, of course, we have new material 
coming in. The chief reason is that we do have a backlog yet in 
cyclical preservation that we have to take care of. Once we catch up 
with ourselves then I hope that we can show a reduction. 

Mr. Osrertac. This program of preservation, as I understand it, 
means that certain materials that you have in supply require from 
time to time unpacking, perhaps treating in some way, and then 
repacking again. 

Admiral Royar. Yes, sir. 

Mr. Osrerrac. I can understand why this project would cost con- 
siderable money when you have a tremendous inventory which in the 
foreseeable future would not be used. But, as your program of 
inventorying and disposing of surplus and excess supplies moves along 
it would seem on the face of it that this type of operation could almost 
be eliminated. In other words, if your supplies come into being as 
your requirements ¢all for them this preservation operation would be 
almost negligible. 

Admiral Royar. Of course we have to remember that we have a 
certain amount in our inventory that is a mobilization reserve. 

Mr. Ostertaa. I realize that, Admiral. 

Admiral Royar. On that material we do have to have a cyclical 
preservation program. 

Commander WiuuiaMs. I think we might add that actually before 
this project shows any decrease we would expect to see an increase 
because of the buildup materials that came as a result of the post- 
Korea buildup. They will mature for cyclic preservation in approxi- 
mately 3 years from the date of receipt, on the average. Those new 
mobilization reserves are maturing and developing a requirement for 
cyclic preservation in the near future. 

Mr. Osrertac. But you plan to complete this inventory and 
cataloging and disposing of material within a period of about 18 
months. 

Admiral Royar. Two years. 

Mr. Ostrrertac. Two years. During that period you imply that 
there will be a continuous buildup? 

Commander Witurams. The buildup has already taken place. 
The material has almost been completely received. 

Mr. Ostertac. The operation of preserving comes due. 
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Commander Witt1aMs. Approximately 3 years after the date of 
receipt of the material. 


FUEL HANDLING 


Mr. Osrertaa. On the question of handling fuel, I take it that a 
large part of the personal services item and the contractual storage 
and handling item, which constitute the two large amounts in this 
project, take place on foreign soil; is that correct? 

Admiral Royar. No, sir; not all of them. There is a significant 
amount on foreign soil. We have considerable contractual storage 
and handling right here in the United States in certain areas where 
we do not have our own storage. 

I think we can give you a asl on that. We have about 5 major 
locations in the United States and 4 locations overseas. 

Mr. Ostertaa. Four locations overseas? 

Admiral Royar. Yes, sir. 

Mr. Osrertac. Those locations would be practical locations to 
serve the fleet? 

Admiral Royar. To serve the fleet or the air arm of the service. 

Mr. OsrertaG. Does the cost of leasing of storage space in foreign 
countries fall within the activity entitled “Fuel Handling” and is it 
paid out of this fund? 

Admiral Royar. In the contractual storage and handling; yes, sir. 


DETERMINATION OF RENTAL VALUES 


Mr. Osrrertac. How do you determine, Admiral, a fair charge or 
rental or value on such operations? 

Admiral Royar. You mean overseas? 

Mr. Osrrrtac. Yes. Take Italy, for example. 

Admiral Royar. That is a matter of negotiation. For example, in 
Italy CINCNELM negotiates that on a throughput basis. The 
negotiation is made there and we take care of the il. 

r. OsrerTAG. In other words, the obligation and the negotiation 
is carried out through CINCNELM rather than your Bureau? 

Admiral Royar. That is right. At locations here in the United 
States our negotiations are through ASPPA. That is the Armed 
Services Petroleum Procurement Agency. 


PERSONAL SERVICES 


Mr. Osrertaa. What is the general requirement for personal serv- 
ices in connection with fuel handling? 

Admiral Royar. That is the first item there for personal services? 

Mr. Ostertaa. Yes. 

Admiral Royar. Those are the services of the men in the petroleum 
farms who operate the pipelines and the pumps and take care of the 
receipt and issue of the fuel. 

Mr. Osrerraa. Is that reflected in the number of man-years of the 
total workload? 

Admiral Royar. That is reflected in there; yes, sir: 

Mr. Ostertaa. Therefore, you estimate there will be 94 million 
barrels handled? 

Admiral Royar. That is correct. 
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Mr. Osrerraa. That is all I have, Mr. Chairman. 

Mr. Wice.esworts. Mr. Sheppard, any questions on D, E, or F? 

Mr. Suepparp. Is the formula you have utilized in preparing these 
subprojects, which my chairman may have been inquiring into, on 
the same general basis as you have brought out heretofore in your 
appropriations structure? 

Commander WiuuiaAMs. Yes, sir. 

Mr. Suepparp. No further questions. 


OPERATION OF FACILITIES 


Mr. Wiceieswortu. Budget Activity 1G, “Operation of facili- 
ties,’ requests $22,272,000, as compared wlth $24,895,000 in the 
current fiscal year and $26,781,000 in fiscal year 1953. This project 
apparently provides for the operation of utilities systems, including 
communications services; the operation of trucks, truck tractors, fie, 
other vehicles; the operation of railroad and water transportation 
services; building and grounds services; maintenance of equipment, 
including materials, handling equipment, trucks, trailers, passenger- 
carrying vehicles, weight-handling equipment, railroad equipment and 
so on; for other miscellaneous furnishings and appliances; and for the 
maintenance of bulk fuel systems and related shop supervision. 

The table on page 22 of the justifications shows a reduction in 
workload in terms of operating productive man-years from 26,758 
to 24,130; a reduction in man-years from 4,292 to 3,798; an increase 
in production rate of 1.9 percent; and reductions in each of the 5 
items of cost. 

CONTRACTUAL OPERATIONS 


What are the contractual operations in the field of operation of 
facilities? 

Mr. Moor. The amount of money, $470,000, Mr. Chairman, 
represents this type of cost primarily as occasioned at the Naval 
Supply Depot, Guam, and the Naval Supply Depot, Yokasuka, 
in Japan, where this type of service is rendered under “Contractual 
operation” with Philippine labor in Guam and Japanese national 
labor under a master service contract in Japan. It is the same type 
of labor, except that it is classified as contractual. 


NAVY INDUSTRIAL FUND OPERATIONS 


‘ Mr. Wiccteswortn. What are the Navy industrial fund operations 
ere? 

Mr. Moor. That is the cost of this type of operation in the Navy 
shipyards who are operating under the working capital fund of 
— Operations, where we are charged this cost by the ship- 
yard. 

Mr. Wiacieswortn. All of these Navy industrial fund operations 
scattered through here apply to shipyards? 

Mr. Moor. Shipyards under the industrial fund type of operation; 
that is correct, sir. 

Mr. Wigeieswortn. I am under the impression that the Suppl 
Department with respect to Naval Aviation or with respect to Ord- 
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nance does not reflect these items. Is there not a difference in the 
procedure here as to shipyards, from those other facilities? 

Mr. Moor. Yes, sir; there is a difference. The basic concept 
which answers the question as to whether we finance the supply 
function or whether a technical bureau finances the supply function 
is answered by whether or not the supply function is specifically 
internal for the operation of the installation, or external for an area 
support. 

For example, the supply function at ordnance depots is primarily a 
collateral function to the prime function of the installation, which is 
in ordnance. At most shipyards the Supply Department’s primary 
function is external to the shipyard rather than internal to the ship- 
yard industiral operation. 

So that where we locate our supply function both from an eco- 
nomical and efficiency reason at a major user, so that we can use cur- 
rently available Navy storage space for area supply support, the 
Bureau of Supplies and Accounts finances the servicewide supply, the 
area external supply function, while the Navy industrial fund finances 
the internal-supply fuction. The material issued for industrial oper- 
ations is a cost to BuShips. 

That is the concept of servicewide supply. 


MAINTENANCE AND SECURITY OF FACILITIES 


Mr. Wiec.ieswortn. Project 1H, “Maintenance and security of 
facilities,’ requests $24,499,000 as compared to $25,358,000 in 1954 
and $26,463,165 in 1953. Apparently this is to provide for the main- 
tenance and protection of Bureau of Supplies and Accounts’ plant 
facilities and property excluding maintenance of bulk-fuel facilities 
and portable and mobile equipment. 

The table on page 24 indicates a total workload in terms of gross 
square feet of open and closed storage of 137,708 square feet in both 
years; with a decrease in man-years from 4,558 to 4,435; an increase 
in production rate of 2.8 percent; and a decrease in each of the 5 ele- 
ments of cost reflected. 

I take it from this that the gross square footage involved is not 
affected by the disposal of surplus material. 

Admiral Royar. Mr. Chairman, this is :ot necessarily all occupied. 
This is the owned property at the present time. As you notice, it 
includes both the open and closed storage and is the gross amount 
that we have. That is used in our workload figure. We have tied 
that to the man-years in order to give us some idea of how to estimate. 

Mr. WicGLesworth. What percentage of this square footage is 
closed? 

Admiral Royar. About 76 million is covered storage, about 9 mil- 
lion of which is overseas. 


SERVICE AND ADMINISTRATIVE EXPENSES 


Mr. WiaGieswortnH. Project No. 11, “Service and administrative 
expenses,” requests $20,386,000, a decrease of $815,000 as compared 
with the current fiscal year. This is stated to provide funds for the 
functions identified with the management and administration of 
supply distribution operations in the field. Also included are funds 
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for administrative expenses, such as printing and reproduction pro- 
cured from commercial and Government sources, administrative 
postage, penalty mail and travel, employer’s tax under Federal 
Insurance Contributions Act, and rental of electric accounting 
machines used in fiscal operations. 

Does this mean that this item covers all salaries and expenses in the 
field as distinguished from the Department here in Washington? 

Admiral Royar. It covers the salaries in the field directly tied to 
the services indicated in the paragraph there. Most of them are 
staff services, which include industrial relations and the general service 
and administrative type of operation. That also includes the cost of 
the gd mail. 

Mr. WiacGieswortu. Are there other field expenses covered else- 
where? 

Mr. Moor. Yes, sir; there are. 

Mr. WiceLeswortu. Where are they? 

Mr. Moor. They are in the subheads as would be applicable to 
the service and administrative expenses. This service and adminis- 
trative expense is pertinent to field supply depots, centers, shipyards, 
naval stations; those activities under the management control and/or 
financial control of the Bureau of Supplies and Accounts that are 
financed under this particular subhead. For example, the supply 
demand control points are under subhead No. 2. They also have 
service and administrative expenses. 

Mr. Wica.teswortn. How many depots or facilities does this 
amount of $20,386,000 apply to? 

Mr. Moor. We have included in the number of activities financed 
under this subhead 10 supply depots, 1 medical and dental supply 
depot, 2 supply centers, 2 fuel depots, 10 supply departments of 
shipyards, and 11 naval stations. This, incidentally, is restricted to 
the continental limits, for the figures I have given. Then there are 3 
supply depots overseas and 1 supply center overseas. 

If I may add 1 more, there are 8 naval stations which are overseas. 

Mr. WiaaieswortuH. That is about 48 all told. Has there been 


~ any change in that number as compared with the current fiscal year? 


Mr. Moor. There is a planned change in 1955 as compared with 
1954. There is being disestablished the medical and dental supply 
depot at Edgewater, N. J. 

Mr. WiaGLeswortn. Apparently there is an anticipated reduction 
in basic man-years from 50,131 in fiscal 1953 to 43,801 in fiseal 1954 
to 39,949 in fiscal 1955; an increase in the production rate of nine- 
tenths of 1 percent; a decrease in 6 of the 8 items of cost listed; an 
increase of $189,000 under the Federal Insurance Contributions Act; 
and a new item for penalty mail of $900,000. 


RELATION OF POSTAGE TO PENALTY MAIL 


I note that you have 1 item for travel and postage of $445,000 and 
another for penalty mail of $900,000. What is the relation of the 
postage to the peaalty mail? 

Mr. Moor. The penalty mail is the penalty indicia, the post office 
stamp applied on the envelopes. The postage is for actua] purchase of 
stamps. There are two different types. 
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The $900,000 penalty mail, or the penalty indicia cost, is the result and w 
of the requirement that we reimburse the post office for use of the few ye 
penalty indicia. Mr. 

Mr. Wiceteswortn. That is under the new law? ossib 

Mr. Moor. That is correct, sir. pasis? 

Mr. Wiacieswortu. How good is that estimate? Adi 

Mr. Moor. It is not too good, Mr. Chairman. As a matter of fact, Beside 
the system under which we determine how much it is going to be has _ Mr. 
not yet been fully resolved. The reporting system under which each _ and © 
Navy bureau will determine how much has been used and how much pureh 
will be reported, which we puy, is still in the state of determination. better 

Admiral CLexton. Off the record. Adi 

(Discussion off the record.) Mr. 

Mr. WiaGLeswortu. Are there any questions on projects G, H, or : have 
I, Mr. Ostertag? would 

POSTAGE AND PENALTY MAIL i” 
r 

Mr. Ostrrertac. On this same subject of postage and penalty mail It is: 
it is not clear to me under what circumstances you are required to Adi 
pay postage. Mr 

Admiral Royar. We have for example, airmail, registered mail, and Mr 
parcel post where we have to buy stamps for those types of mail. Mr 

You see, airmail is not penalty mai], and we have been paying that about 
all along, and we have very good figures on that. That estimate is becau 
good. chase 

Mr. SHepparp. Off the record. wago 

(Discussion off the record.) whicl 

FEDERAL INSURANCE CONTRIBUTIONS ACT be 

Mr. Osrertaa. Admiral, referring to this Federal Insurance Con- I thir 
tributions Act, which is costing $1 million, according to the budget, ~ = 
who does that cover? 

Admiral Royar. That covers our civil employees, who are not under M 
the Civil Service Retirement Act. th : 

Mr. Ostertaa. Civilian employees who are not under the Civil “A 
Service Retirement Act? 

Admiral Royar. They are temporary employees. The reason that aye 
goes up is because of the fact that the social security rate went up wine 

rom 1% to 2 percent, so we increased our contribution. bes: 

Mr. Ostertaa. Is this act limited to temporary employees? g = d 

Mr. Moor. The status employees are covered under the Civil M 
Service Retirement Act. The nonstatus employees are covered under (D 
the Federal Insurance Contributions Act. This covers the nonstatus M 
employees. 

ELECTRICAL ACCOUNTING MACHINE RENTAL “ 

Mr. OstertaG. Referring to the subject of the rental of electrical | M 
accounting machines, is this a situation where you can do nothing elest 
but rent them? M 

Admiral Royar. The fact is that we would prefer to rent them, M 
because under the rental program we are always sure of having modern M 
machinery, in other words of having a new machine or an improvement inne 
when it comes out. We can turn the old one in and get a new one, 
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and we are not saddled with something that might be obsolete in a 
few years. 

Mr. Ostertac. If you purchased machines would you not find it 
oesible to turn in the old machines for new machines on a trade-in 
pasis? 

Admiral Royar. It would cost considerably to do that, I think. 

Besides, this rental also includes the maintenance of the machines. 

Mr. OstertTaG. You speak, Admiral, as though you have studied 
and considered the practical application of renting as compared with 
purchasing and that dollarwise, the United States Government is 
better off under such an arrangement. 

Admiral Royar. I believe so, yes, sir. That is my opinion. 

Mr. Ostertac. Well, it is more than an opinion, is it not? You 
have put mathematics to it from the standpoint of what the effect 
would be one way as against the other way? 

Admiral Royar. That is correct. 

Mr. OstrertaG. And, therefore, it is not just a matter of opinion. 
It is a matter of applying the yardstick to it? 

Admiral Royar. Of applying the yardstick to it, yes, sir. 

Mr. OstertaG. That is all, Mr. Chairman. 

Mr. Mr. Sheppard. 

Mr. SHepparp. I think, Admiral, I can appreciate your attitude 
about the rental of IBM machines as against purchasing machines, 
because all one has to do in order to get the reaction about the pur- 
chase of new machines is to look at the postal service and see the 
wagons and trucks running around the streets, wagons and trucks 
which were fabricated back in Abe Lincoln’s days. There seems to 
be the opinion in some parts of the Government that as long as it 
will hold together we should keep it whether it operates or not. So, 
I think I can appreciate your psychology in saying that it is advisable 
to rent them rather than buying them, because in renting them you 
do get new machines that way which you otherwise might not get. 

Admiral Royar. Yes, sir, that is right. 

Mr. SHepparp. I can appreciate your thinking along that line, al- 
though I have long thought that was quite a monopoly. 

Admiral Royar. I am speaking of all machines, any machines you 
may rent that way. 

Mr. Suepparp. There is a peculiarity about that which is that 
when you once get a system inaugurated and operating in your or- 
ganization you cannot use the other fellow’s system or machines. 

Admiral Royar. May I speak off the record a minute? 

Mr. SHepparp. Yes, surely. 

(Discussion off the record.) 

Mr. Suepparp. I have no further comment, Mr. Chairman. 


ELECTRONIC ACCOUNTING MACHINES 


Mr. Wicetesworts. I understand that you do not have any 
electronic calculators now. 

Mr. Moor. We have one ordered, I think, on a rental basis. 

Mr. Wiae._eswortn. At what cost? 

Mr. Moor. I do not think we have the detail here with us, sir. It 
is not due for arrival until next November, I believe it is, and it would 
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only be a memory guess if I were to give the cost. Could we put the 
actual facts on the rental cost in the record? 

Mr. WiaGieswortu. If you will, please. 

(The matter referred to is as follows:) 


E.ecrronic 


The rental cost of the electronic computer which is on order will be at a rate of 
$24,000 per month. 

Mr. Wiaaieswortn. Off the record. 

(Discussion off the record.) 

Mr. WiaeLteswortrn. Do you know, Admiral Clexton, how many 
of these we have in the Navy? 

Admiral CLexron. At the present time? 

Mr. Yes. 

Admiral CLexron. We have at least three that [ know of. We 
shall give the complete story at the time “servicewide operations’ 
is heard. 

Commander Wituiams. Off the record. 

(Discussion off the record.) 

Mr. Suepparp. How many personnel do you contemplate saving 
by this means? 

Mr. Moor. In justifying and reviewing the cost for the machines, 
the answer we are given at the moment is that we will get a greater 
depth and range of information rather than an immediate saving of 
people. In other words, we will have a better inventory control 
function through the use of this machine. That, in itself, will save 
procurement dollars to the Navy, and it will also save inventory 
dollars to the Navy through having more rapidly available inventory 
information and also through reduction in stock ievel, but it will not, 
in itself, immediately reduce the number of personnel involved in the 
inventory control function. 

So that, on the question as to how many people we will save, the 
immediate answer to that question is none. 

Mr. Suepparp. It will give you a more efficient, may I say, Wash- 
ington level, of appraisal of your inventory, and you will get a more 
rapid conclusion from it? 

Mr. Moor. Yes, sir. 

Mr. Suerparp. Well, the degree of dollar economy may be 
developed later on, but it is worth looking into. 

Mr. Moor. Yes, sir. 

Mr. Wice.eswortu. How many of these electrical accounting 
machines are covered by this $1,255,000? 

Mr. Moor. We have electrical accounting installations at each of 
our depots and centers, and also at all of the shipyards except one. 

In other words, we have machine installations at all of the Bureau 
of Supplies and Accounts supply installations except at one shipyard. 

Mr. Wiae.teswortH. Do you know the number of them? 

Commander Wiutriams. Yes, sir; we will get it. 

Mr. Moor. We have 689 machines under rental at the present time. 

Mr. Wiactesworrs. Which are covered by this $1,255,000? 

Mr. Moor. That is correct, sir, under this subhead. 

Mr. Wice.esworrta. Are they in full utilization? 

Mr. Moor. Yes, sir; there is very good utilization of them, and we 
have a division in the Bureau whose function it is to assure that they 
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are under full utilization, and to assure that they use the best methods, 
and have the best machine for the particular function involved. 

Mr. Wiccieswortn. Are they utilized entirely by you, or are they 
shared with others? 

Mr. Moor. They are shared within the Navy, in the sense that 
certain of the installations do electric accounting machine functions 
for other installations or other subheads which are financed under this 
appropriation. 

For example, certain of the accounting-machine functions which are 
required under our finance subhead are done by these machines. 
There is a cross service between the material control subhead and 
this subhead, and likewise the cataloging function has a crossing service 
function with this. 

Admiral CLexton. Off the record. 

(Discussion off the record.) 

Mr. Wiaa.teswortu. I would like to get, Admiral Clexton, an over- 
all picture, if I could, in connection with the tables that you are going 
to furnish us Navywide on this subject. Perhaps you could furnish 
something after talking with the clerk of the committee that would 
give us the picture. 

Admiral CLexton. I think I may be able to get that. We shall 
furnish tables with the testimony under “Servicewide operations, 
Navy.” 

(The matter referred to appears on p. 934.) 

Mr. Sueprarp. From your experience with these machines, what 
does your experience sheet show in down time for 30 days? I mean 
by that, the moperational time? 

Mr. Moor. We do not have that information with us. May we 
insert that in the record? 

Mr. Suepparp. Who here is familiar with the contracts vou have 
on that recent setup? Who has firsthand knowledge of the contracts 
and the contents of them? Does anyone have? 

Mr. Wiaaiesworrn. Off the record. 

(Discussion off the record.) 

Mr. SHepparpD. Furnish that for the record. 

Mr. Moor. Yes, sir. 

(The matter referred to is as follows:) 

There are no specific provisions made in the electric accounting machine con- 
tracts for compensation as a result of down time which occurs, to a limited extent, 
in normal EAM operations. 

EAM manufacturers provide their own engineering service personnel usually 
located at the installation, to perform immediate repair or periodic test and check 
as required or scheduled. 

The average down time of all machines at activities employing EAM equip- 
ment in stock-control operations under the management and technical control of 
the Bureau of Supplies and Accounts is less than 2 percent (1.7 percent). In 
this regard, a reduced rental occurs for second and/or third shift use of this type 
equipment; however, overtime on any shift, for which there is no charge, could 
conceivably be greater than 1.7 percent of total machine time of a shift. 


Mr. SHepparpD. That is all, Mr. Chairman. 
EQUIPMENT 


Mr. Wiaeteswortn. For project 1J, “Equipment,” requests $2 
million, compared with $2,443,000 in the current fiscal year, and 
$2,611,000 in the fiscal year 1955. 
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This project provides funds for the equipment and material that are essential 
to the efficient operations of the supply distribution system. The funds requested 
provide for materials handling equipment, automotive equipment (except pas- 
senger-carrying vehicles), construction, maintenance, railroad and heavy weight 
handling equipment, industrial batteries— 
and so forth. 

There is breakdown of this request on page 28 of the justifications, 
speaking in terms of 1953, 1954, and 1955. All of the items reflect a 
decrease except materials handling equipment, which shows an in- 
crease from $391,600 inl1953 to $940,000 in 1954 to $1,160,000 in 
1955. Why the increase? 

Admiral Royar. As of July 1, 1954, we will have 3,347 pieces of 
materials handling equipment due for replacement under the Depart- 
ment of Defense replacement criteria. However, we are only asking 
for the replacement of 414 of these items. 

The reason for the increase is that we have not been able to replace 
these materials handling equipment as fast as we should have. 

Mr. Wicciesworts. How many items did you replace in the fiscal 
year 1954? 

Mr. Moor. Two hundred and thirty-seven units. 


IMPROVEMENTS AND MAJOR REPAIR 


Mr. Wice.esworts. The next, project 1K, “Improvements and 
major repairs,’’ requests $3,851,000, an increase of $1,851,000 com- 
pared with the current fiscal year. This project apparently provides 
funds for alteration, improvements, and anticipated nonrecurring 
repairs to existing plant facilities of the supply distribution system. 

The total seems to be for repairs to the extent of $2,784,600 and 
improvements to the extent of $1,066,400. What are the important 
items? Do you have a shopping list of those? 

Admiral Royar. Yes, sir; I have a shopping list of those. 

I would like to say that we had slightly over $10 million of improve- 
ments and repairs which we considered to be badly needed, and we 
have screened that down to the absolutely essential items which come 
to the amount of $3,851,000, and I have a shopping list of them, Mr. 
Chairman. 

Mr. WiaGLeswortu. Why do we need almost double what we got 
along with in the current fiseal year? 

Admiral Royar. During the current fiscal year, Mr. Chairman, 
we did not have the money to do all of the repairs that we considered 
essential. We used all of the money that was given to us, and the 
shopping list that you have there contains a list of those that we 
consider absolutely essential for this coming year. 


REROOFING WAREHOUSES AT CLEARFIELD 


Mr. WiaeLeswortnh. There is an item here of $195,000 to reroof 
15 warehouses at Clearfield. What is the condition there? 

Commander Wiiu1ams. The Naval Supply Depot at Clearfield was 
built as a wartime facility of nonpermanent-type construction. As 
a result, the type of roofing used has deteriorated now to the point 


where it is necessary to make a major nonrecurring repair to those 
roofs, 
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REPLACEMENT OF WOOD DECK AT PIER 9, SEATTLE 


Mr. WiacateswortH. There is $180,000 here for replacement of 
wood decking at Pier 90, Seattle. Is that the roof? 

Admiral Royar. No, sir; that is the floor. 

Mr. WiaaieswortH. What is the situation there? 

Admiral Royar. ‘That is pretty badly deteriorated, and it is a ques- 
tion of safety in handling material over the deck there. 


REHABILITATION OF FLOORS AT GUAM 


Mr. WiacLesworth. Also there is $195,500 for the rehabilitation 
of floors at Guam. 

Admiral Royar. That is primarily due to the typhoon damage 
that we had at Guam, and we want to replace that with wharfage 
that will withstand the elements there. 


ADVANCE BASE AND CARGO HANDLING OUTFITTING 


Mr. WicGiesworrn. For project 1L, “Advance base and cargo 
handling outfitting,” the request for 1955 is for $105,500. ‘There was 
nothing provided in the current fiscal year for that purpose. What 
is that for? 

Admiral Royar. This is to bring up to allowance cargo-handling 
battalions. That is material for use of the cargo-handling battalions. 
We have a shopping list here of the material that we require. 

Mr. Wig teswortH. May | have a look at it? 

Admiral Royar. Yes, sir. 

Mr. WiaGLeswortn. It seems to be largely cranes, trucks, and 
trailers. 

Admiral Royar. That is correct. 

Mr. Wiaaiesworru. Are these for replacement? 

Admiral Royar. Initial outfits. 

Mr. Wiaa_eswortH. How did we get along without any of this 
before? Is this for mobilization reserve? 

Admiral Royar. No, sir. These are the reduced battalions of the 
cargo-handling battalions. We have 1 at Cheatham, 1 at Guam, 
1 at Norfolk, 1 at Kwajalein, 1 at Guantanamo Bay, and another 
1 at Subic Bay. 

The primary use of these battalions is as a nucleus terminal organi- 
zation. 

For example, we have one at Kwajalein, which is a reduced bat- 
talion, where we cannot get proper indigenous labor to load and 
unload ships. 

We have sent these battalions out on special missions. For exam- 
ple, up in Alaska during the summertime when the ships go up for 
the summer, we send them up to do the cargo handling and in time 
of mobilization they will be the hard core of the terminal organization 
to handle overseas loading and unloading. 

One of the difficulties that we had during the past war was the 
fact that it was pretty hard to get together an experienced terminal 
organization, and we are keeping this group as a minimum, so that 
if mobilization does come we will have something upon which to 
expand, and they are effecting useful work during peacetime. 


| 
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PRINTING AND REPRODUCTION 


Mr. Wiac.ieswortn. For project 1M, ‘Printing and reproduction,” 
there is a request for 1955 for $2,976,000, as compared with $2,801,000 
in the current fiscal year, and $2,280,000 in the fiscal year 1953. 

There is a breakdown on page 32 of the justifications showing the 
various items involved. 

What obligation figure do you have as of some recent date on this 
item? 

Mr. Moor. The obligations as of January 31 under this subhead, 
or under this particular function, are $811,505. 

I might add, Mr. Chairman, that a good part of the obligations 
incurred under this particular project are incurred through requests 
at the Government Printing Office, wherein there is a considerable 
lag in obligations so that this is a subnormal amount in relationship 
to our authorized requirements through the Government Printing 
Office at this time. 

SPECIALTY FORMS 


Mr. Wiacieswortu. The increase is mostly reflected in respect 
to specialty forms where you climb from $915,000 in 1953 to 
$1,600,000 in 1955. What is the explanation of that? 

Commander Witutams. We have held long stocks of the specialty 
forms, and we have been eating down that long stock for the past 2 
or 3 years. As a result we are now more nearly approaching the 
normal consumption level in our replacement program. 

Mr. Wiacieswortn. This for replacement of those forms? 

Commander WruiuiaMs. That is correct. 

Mr. Wiecieswortn. What is your consumption for the fiscal year 
1954? 

Mr. Moor. We would have to add up several items, which we can 
do readily enough. 

Commander WriutaMs. May we insert that in the record? 

Mr. Very well. 

(The matter referred to is as follows:) 


Printing and reproduction—specialty forms 


| | 
| 1958 | 1954 1955 
Number of specialty forms used...................------------ | 68, 424, 000 58, 227, 000 55, 972, 000 
Decrease in inventory level... —22, 574,000 | —13, 177,000 — 1, 000, 000 
| 35,850,000 | 45, 050, 000 54, 972, 000 
.| $915, 000 $1, 317, 000 | $1, 600, 000 


Mr. Wiceieswortn. Are there any questions on projects 1J, 
K, L, or M, Mr. Ostertag? 

Mr. Ostertaa. I have no questions, Mr. Chairman. 

Mr. WicGLeswortu. Mr. Sheppard? 


REROOFING WAREHOUSES AT CLEARFIELD 


Mr. Suepparp. Referring to the $195,000 that applies to the 
reroofing of some 15 buildings at Clearfield, that roofing was a flat 
roll job, was it not? 
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Admiral Royar. Yes, sir. 

Mr. Suepparp. Did you have anything to do with the writing 
of the specifications for that roofing? 

Admiral Royar. The District Public Works people would do that. 

Mr. SHepparp. I might suggest that when you have a reroofing 
job done that you have the seams turned with the flow of the wind 
instead of against it. It might be helpful if you do that. In several 
places I have recently noted that tey had to have reroofing because 
of that. Some of them were in high wind areas, and in many areas 
the contractors gad put the roofing on with the seams against the 
wind instead of flowing with the wind with the result that the wind 
blows and balloons your roofing up and cracks it. That is all. 


MaTreriAL ContTRoL 


Mr. WiGcGLEswortu. For budget activity No. 2, “Material con- 
trol,” the request for 1955 is for $28,998,000, a decrease of $1,587,000 
compared with the current fiscal year. This is covered on pages 33 to 
41 inclusive in the justifications and broken down into four projects as 
appears from page 33 of the justifications. 


STOCK CONTROL 


For project 2A, ‘Stock control’, the request for 1955 is for 
$12,124,000, as compared with $12,337,000 in the current year. 

The justifications state: 

This project provides funds for the centralized inventory control operation 
which the Navy conducts at supply demand control points. 

How many of these supply demand control points are involved? 

Admiral Royar. Thirteen. 

Mr. WiacieswortH. The table on page 35 indicates a reduction in 
terms of line items from 5 million in 1954 to 4,887,000 in 1955, no 
reduction in production rate, and a decrease in productive man-years 
from 2,493 in 1954 to 2,436 ir 1955. There is a decrease in 3 of the 
4 items of cost, and the same amount in both years for the fourth. 

2,436 man-years at 13 demand control points means, roughly, 200 
persons at each control point. That is all civilian personnel, is it 
not? 

Admiral Royar. They are civilians. 


TECHNICAL 


Mr. Project 2B, ‘Technical,’ requests $8,438,000 
for 1955, compared with $8,608,000 in the current year. 

This project apparently provides funds for basic identification of materials 
under the cognizance of the supply demand control points; technical and engineer- 
ing research; review of specifications for packing and preservation of material; 
establishment of maintenance and spare parts lists for end equipment; recommend- 
ing interchangeable or substitute items as appropriate, disseminating technical 
information; and maintenance of the technical library. 

The table on page 37 of the justifications indicates a decrease in 
terms of line items from 25,559,000 in 1954 to 24,979,000 in 1954, with 
no decrease in production rate. There is a decrease from 1,589 to 
1,553 in productive man-years, and a decrease in all 3 items of cost. 
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At how many points does this personnel work? funct 
Admiral Royar. This is again at 13 supply demand control points? plann 
Mr. WicGLeswortn. They work at the supply demand control is 
points? and 1 
Admiral Royar. Yes, sir; the supply demand control points. requi 
Mr. WiaGLesworrtu. So, that gives you another 120 or so for this charg 
work at each of those points. is bas 
Of 
PROCUREMENT OPERATIONS visiol 
Project 2C, “Procurement operations,” requests $5,466,000 for effort 
1955, a reduction of $1 million as compared with the current fiscal Mi 
year, to provide funds for the personal services and material necessary A,B 
for the operation of the 7 Navy purchasing offices, 6 Navy area provi- Vb 
sion supply offices, pro rata costs of the Armed Services Petroleum : Mi 
Procurement Agency and the procurement functions at supply demand 
control points. 
The table on page 39 of the justifications reflects a decrease in total 
workload from 875,000 line items in 1954 to 743,750 line items in 1955. { Mi 
There is a slight increase in production rate. There is a decrease in ment 
productive man-years from 1,257 in 1954 to 1,067 in 1955. There are : I hac 
decreases in all three items of cost. ; want 
been 
DIRECTION AND ADMINISTRATION { rema 
For project 2D, “Direction and administration,” the amount. are Vv 
requested for 1955 is $2,970,000, as compared with $3,134,000 in the | ware 
current fiscal year, and $2,913,441 in the fiscal year 1953, to provide ; and 
funds for the overall direction and administration of supply demand was 
control points, Navy purchasing and Navy area provisions supply you 
offices. ware 
At how many points does this personnel work? i Ac 
Admiral Royar. The same 13 supply demand control points, plus j M 
the purchasing offices and the area provisions supply offices. There i take: 
would be 26 different: places. ; you : 
Mr. For 1955 you want 627 productive man-years, | Tl 
which is 33 less than in the current fiscal year, and you show a decrease 
in workload in terms of man-years, from 8,938 in 1954 to 8,622 in 
1955, an increase in production rate of three-tenths of 1 percent, and i 
a decrease in each of the cost items. M 
Why do we need more money in 1955 than we needed in 1953? i calls 
Mr. Moor. The primary reason for our increase in cost in 1955 as : curr 
compared with 1953 is due to the fact that this administrative cost i inclu 
applies not only to the material control function that we are looking j “Tn: 
at, but also to the cataloging subhead which follows this particular eh 
subhead and there, of course, we are responding to the increased serve 
emphasis placed on the Federal cataloging program. The cataloging $9 mm 
program, as such, has no administrative cost directly attributable to | M 
it. It is administered under this subhead. M 
Mr. Wicctesworts. Of what does that administration consist? relea 
Mr. Moor. In terms of functions that we apply our dollar costs to, M 
Mr. Chairman, the costs actually cover the following functions: ‘ et 
Office services for the installations that are being serviced, and also ave 


the legal function, which is a necessary part of our procurement we s 
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function, that is, counsel at the purchasing offices. Also the normal 
planning and statistical effort which in the sense of material control 
is a considerable part of the total function. Then there is also printing 
and reproduction and the Federal insurance contribution. Travel is 
required, and also communications. Also such maintenance as is 
charged to the material control offices and the purchase offices. That 
is basically the cost. 

Of course, there is the administrative cost and the general super- 
vision cost of the cataloging program and of the industrial mobiliza- 
tion program which is also included in the scope of thisadministrative 
effort. 

Mr. WiaGLesworik. Any questions on budget activity 2, projects 
A, B, C, and D, Mr. Ostertag? 

Mr. OstertraG. No questions. 

Mr. WiaGLeswortH. Mr. Sheppard? 


WAREHOUSING OPERATIONS 


Mr. Sueprarv. No questions, but I would like to make this com- 
ment. On a recent investigation tour that I made, Admiral Royar, 
I had occasion to look into a lot of your warehousing operations. I 
want to compliment your division for the improvements that have 
been made in the last 2 years. These operations were very, very 
remarkably improved as compared to 2 years ago. The method in 
which they are stacking the material and various other contributions 
are very indicative of improved methods. In addition, I found your 
warehouse commands most cooperative in responding to interrogations 
and they indicated they were very close to their inventories, which 
was also an improvement over past performances. Overall I think 
you are to be highly complimented for the improvements in the 
warehousing. 

Admiral Riesk Thank you, sir. 

Mr. SHepparp. There are some building repairs that need to be 
taken care of. Some of your decks, if not taken care of, will give 
you some trouble. 

That is all, Mr. Chairman. 


TRANSPORTATION OF THINGS 


Mr. WicaLeswortu. Budget activity 3, “Transportation of things,” 
calls for $72,297,000, a decrease of $10,484,000 as compared with the 
current fiscal year. This budget activity is covered in pages 42 to 47, 
inclusive, of the justifications, and is broken down into two projects, 
“Inland transportation” and “Ocean transportation.” 

I understand from what was said this morning that there is a re- 
serve set aside by the Bureau of the Budget at this time of about 
$9 million against the $82,781,000? 

Mr. Moor. That is right. It is $8,900,000. 

Mr. Wice.ieswortH. And whether or not any of that is to be 
released has not yet been determined? 

Mr. Moor. It has not yet been determined because we have not 
et collected sufficient statistical information concerning what we 
ave moved and are ae so far this year to decide whether or not 

we should even request the Bureau of the Budget to release the funds, 
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plus one other indeterminable factor at this time, that we are not sure 
what the Military Sea Transportation Service will charge on ocean 
transportation for the balance of this year. That is a question that 
has not yet been resolved. 


INLAND TRANSPORTATION 


Mr. WiaGiteswortn. Project No. 3A, referring to “Inland trans- 
portation,”’ asks for $48.6 million, a decrease of $4.5 million as com- 
pared with the current fiscal year. This project is said to cover 
inland commercial transportation charges for the entire Naval Estab- 
lishment, excluding (1) costs incurred by the Marine Corps; (2) 
transportation charges for shipment to first destination for Navy 
use or storage, resulting from procurement of new material on 
f. o. b. origin basis under other appropriations; and (3) costs incurred 
through the movement of household goods and personal effects of 
military personnel. 

Those excluded costs are covered under other appropriations? 

Admiral Royar. Yes, sir. 

Mr. Wiccieswortn. The justifications indicate that the average 
length of haul for 1 ton is approximately 750 miles and the overall 
current average transportation cost is $30.60 per ton. 

Looking at the table on page 44 of the justifications, it appears 
that as to intra-Navy movements of material, inland transportation, 
there is anticipated a decrease in tonnage from 1,738,300 tons to 
1,583,650 tons, at an average rate per ton for both years of $29.15 
and a decrease under the heading ‘Receipt from Industry” from 2,600 
tons in fiscal 1954 to 2,520 tons estimated for fiscal 1955 at a rate per 
ton of $50.77. 

RECEIPT FROM INDUSTRY 


What is the meaning of that heading “Receipt from industry” 
and why is the rate per ton so much higher than the other rate? 

Commander WiuuiaMs. The receipt from industry that we now 
finance under this appropriation is the receipt of our own procurement 
material, which is at a relatively higher freight rate, for instance, 
material-handling equipment and such as that, that carries a higher 
freight rate as compared to the commodities carried in the first line. 


CONTRACTUAL SERVICES AND ACCESSORIAL CHARGES 


Mr. WieeieswortH. And what is the other item in the table 
entitled ‘“Contractual services and accessorial charges,” for which you 
request $2,359,000 as compared with $2,427,000 in the current fiscal 
year? 

Commander WituiaMs. That line includes parcel post charges, 
demurrage, drayage, refrigeration, contractual barge operations, con- 
tractual services for the transportation of mail, and that type of 
charge. 

OCEAN TRANSPORTATION 


Mr. WicGLeswortu. Project No. 3B, Ocean Transportation, re- 
quests $23,646,000 as compared with $29,546,000 in the current 
fiscal year and $57,400,000 in fiscal year 1953, to cover ocean transpor- 
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tation charges for the movement of all Navy dry cargo except Marine 
Corps requirements, and for the movement of all Navy bulk petroleum 
including Marine Corps requirements between stock distribution 
points. 

Why is the Marine Corps dry cargo excluded and the Marine Corps 
bulk petroleum included? 

Mr. Moor. The primary reason for that is that the Marine Corps 
dry cargo can be definitely identified as it moves across the water 
while the Marine Corps primarily uses petroleum and aviation gas 
that move as Navy material. So it is only after it has moved that 
it can be determined the Marine Corps actually use it. It is hard to 
identify in transit what is going to be used by the Marine Corps; 
otherwise we would charge it. 

Mr. Wieeieswortu. The table on page 47 shows for fiscal years 
1953, 1954, and 1955 the measurement tons, thousands of measurement 
ton-miles, and the dollars both for dry cargo and bulk petroleum. 
How do the costs per measurement ton-mile compare between fiscal 
1955 and fiscal 1954? 

Commander Wituiams. There is a reduction based on a Budget 
assumption that the Military Sea Transportation Service will charge 
us 10 percent less per ton-mile on each tariff rate, point-to-point rate, 
in 1955 than they did in 1954. 

Mr. WiaGieswortH. Does that same percentage apply to both the 
dry cargo and the bulk petroleum? 

Commander WiuuiAMs. It does, sir. 

Mr. WiagGiteswortu. So that you have a reduction both in the 
number of estimated measurement ton-miles and in the rate applicable? 

Commander WituiAms. That is correct, sir. 

Mr. WiaeGiteswortn. And the big decrease compared to 1953 
results from the cessation of activities in Korea? 

Mr. Moor. They result from the cessation of activities in Korea 
and from a change in financing whereunder the stock fund is now 
paying for the initial procurement of petroleum. It has no effect on 
the dry cargo but does have an effect on the petroleum. 

Any questions on budget activity 3, projects 

or B? 


AVERAGE TRANSPORTATION COST 


Mr. OsrrerraGc. Admiral, I note in your justifications that you 
point out the overall current average transportation cost is $30.60 
er ton and that is based on an average length of haul of 750 miles. 
s that the correct interpretation of that language? 
Admiral Royar. That is correct. 
Mr. Ostrertaa. In other words, the $30.60 does not reflect a per 
ton-mile rate? It reflects the overall rate based on average distance? 
Commander WitiiAMs. Average cost per 750 ton-miles. 
Mr. Osrertac. But that is inland, is it not, rather than overseas? 
Admiral Royar. Yes, sir. 
Mr. Ostertaa. Is there any indication that transportation costs 
will be higher this year? 
Admiral Royar. Rail transportation? 
Mr. Osrerrtaa. All kinds. 
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PENDING REGULATION RE NEGOTIATION OF RATES WITH CARRIERS 


Admiral Royar. We have no indication as yet, Mr. Ostertag. 
The only possible thing that might affect us would be the bill that 
has been introduced to eliminate section 22. 

Mr. Osrertaa. I am not familiar with that. 

Admiral Royar. I understand a bill has been introduced to elimi- 
nate section 22 as far as the Government goes, and if that goes through 
that will raise our costs from $6 million to $7 million a year. 

Mr. OstertaG. What is section 22, Admiral? 

Admiral Royar. That is the part of the Interstate Commerce 
Commission Act that allows us to negotiate for special rates and there 
has been considerable argument as to whether we should be allowed 
to negotiate for those rates or not. A bill has been introduced to 
withdraw that section. 

Mr. OsrerraG. To repeal section 22, which in substance gives the 
Government or the military the right to negotiate rates with carriers? 

Admiral Royar. That is right. 

Mr. Osrerraa. And the repeal of that section, if I interpret your 
statement correctly, would mean that the Government, or the Navy, 
would of necessity adhere to the fixed rates as established by the 
Interstate Cummerce Commission? 

Admiral Royar. That is correct. 

Mr. Ostertac. And such a change would mean a loss of $6 million 
or $7 million annually to the Navy? 

Admiral Royar. That is correct. 

Mr. OsrertaG. Which indicates that negotiations favor the Navy. 
In other words, you get lower rates than other shippers? 

Admiral Royar. We do not force that on them. 

Mr. OstrertaG. Under the table for inland transportation it is not 
clear to me what is meant by ‘‘Receipt from industry,” which shows a 
rate per ton and the number of tons and total dollars. Total dollars 
under fiscal 1953 amounted to $21,447,980; total dollars under fiscal 
1955 are estimated at $128,000. What is this all about? 

Admiral Royar. 1953 was the last year in which transportation of 
things paid the cost of the initial shipment of material from the 
manufacturer or from the dealer to the first point of origin in the 
Navy. At this time that cost is being charged into the purchase 
price. There is left an amount of $128,000. That represents the 
amount of freight paid on Bureau of Supplies and Accounts material 
on the first shipment from the dealer to our warehouses, for instnace, 
material handling equipment. 

Mr. OstrertaG. Is it fair to assume that this does not reflect a saving 
to the Navy but rather a new method in that it is now chargeable as 
a cost production proposition rather than an arrangement whereby 
you pay the transportation to the point where you want to have it 
delivered? 

Admiral Royar. That is right. 

Mr. OstertaG. In other words, it is a bookkeeping proposition? 

Admiral Royar. That is right, the initial transportation cost is 
transferred from the transportation appropriation to the material 
purchase appropriation. 

Mr. OstertaG. Why does that policy still remain in force and effect 
so far as your supplies are concerned? 
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Admiral Royar. As far as we are concerned this is our transporta- 
tion appropriation and we continue to charge it in there. 

Mr. Ostrertac. Would the cost of the merchandise be $128,000 
less from the standpoint of the manufacturers? I mean, is it fair 
to assume it would be that much less? 

Admiral Royar. That is right. 

Mr. SHeprarp. Who pays the freight? 

Admiral Royar. It all comes out of the same appropriation. 

Commander WiturAMs. That is the original transportation on just 
the material we are buying under this appropriation. We could hey 
this material f. 0. b. destination and this would be included in the 
purchase price. We can buy it f. 0. b. point of origin and pay the 
freight bill on it, then it falls under this. But in either case the charge 
would come under this appropriation. 

Mr. Ostrerraac. I assumed that, and I take it the practice with 
regard to all other merchandise has been changed except that which is 
applicable to your Bureau? 

Commander WituiAms. We shifted the original destination trans- 
portation charges and fanned them out to all procurement appropria- 
tions, and the $128,000 was what was left in this appropriation because 
of the small procurement that is done by this appropriation. 

Mr. Osrertaa. Is this the balance? 

Admiral Royar. No. This represents the initial transportation on 
material purchased under the appropriation ‘‘Servicewide supply and 
finance” shipped under Government bill of lading as distinguished 
from a commercial bill of lading. 

Mr. Osrertaa. Off the record. 

(Discussion off the record.) 

Commander Wiiu1AMms. In 1953 we were paying transportation on 
the supplies that were purchased for all appropriations in the Navy; 
we were paying the first destination transportation. The change 
was made in 1954 and each appropriation was instructed to bear the 
cost of the original transportation of the material it procured. 

Mr. OsrertaG. The last two budgets have included only the neces- 
sary costs of transportation applicable to your Bureau and not 
Navy-wide service? 

Admiral Royar. That is right. 

Mr. OstertaG. One more question on that same subject, and that is 
the variation in the rate. In 1953 the rate applicable per ton was 
$8.79 and now you show the rate as $50.77. 

Admiral Royar. That is because in 1953 we had everything in 
there. A lot of that material took a very low tariff, whereas the 
material we are buying now, such as the material handling equip- 
ment, takes a very high tariff. In that 2,440,040 tons shipped in 
1953, that took in brooms, brushes, provisions, and everything, and 
the average cost of those 2,440,040 tons was $8.79 per ton. 

Mr. OstertaGc. Would distances enter into that, Admiral? 

Admiral Royar. No, sir. 

Mr. OstertaG. That is the rate per ton? 

Admiral Royar. That is the rate per ton. 

Mr. Ostertaa. Per ton-mile? 

goers Royar. That is the rate per ton per average haul of 750 
miles. 
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EFFECT ON CESSATION OF HOSTILITIES ON OCEAN TRANSPORTATION 
COSTS 


Mr. OstrertacG. Will the fact that the Korean war has ended have 
any bearing on ocean transportation costs? 

Mr. Moor. It will have a bearing on the ocean dry cargo trans- 
portation costs. We do not expect any appreciable difference in the 
petroleum movement. There has been a difference between 1953 
and 1954 and there is again another drop in 1955 over 1954 because 
of the lack of movement responsive to cessation in Korea. 

Mr. Osrerraa. Is that one of the main reasons for the difference 
between the $29.5 million for fiscal 1954 and $23.6 million for fiscal 
1955? 

Mr. Moor. That is one of the main reasons. The other primary 
reason is the estimated rate reduction made in the budget review by 
the Secretary of Defense, who estimated the cost of transportation 
as billed to us by the Military Sea Transportation Service would be 
10 percent less for 1955 than 1954. 

Mr. OstrertaG. That is all. 

Mr. WiaeLeswortu. Mr. Sheppard? 


RATES 


Mr. Suerrarp. With reference to the appraisal on page 44, is 
that made on the basis of rail and truck, or rail exclusively? 

Admiral Royar. Rail and truck. 

Mr. SuHepparp. In combination? 

Admiral Royar. Yes, sir. 

Mr. SuepparD. With reference to the appraisal made, what is 
your present experience as compared to what it was in your budget 
presentations of 2 years ago relative to your unclassified freight rates 
wherein you were handling a large series of materials that had never 
been classified and where the freight companies made arbitrary, high 
charges? Are you still operating under that to any degree? 

Admiral Royar. As far as I know the rates have been pretty well 
settled. I would like to have permission to modify my remarks in 
the record. 

Mr. Suepparp. It is a very interesting feature. You would have 
better control, in my opinion, over the arbitrary charge on unclassified 
shipments by handling it from factories rather than handling it f. 0. b. 
point of delivery. 

Admiral Royar. That is correct. 

Mr. Suepparp. No further comments. 


FINANCE 


Mr. Budget activity No. 4, ‘“Finance,” requests 
$14,162,000, a decrease of $16,000 as compared with the current fiscal 
ear, and is covered in pages 48 to 57 of the justifications. This 
budieee activity is broken down into three projects, as appears on page 
48 of the justifications. 
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FIELD BRANCH, CLEVELAND 


The first project, 4A, refers to the field branch, Cleveland, for which 
$4,196, 000 is requested, a decrease of $329,000 as compared with the 
current fiscal year, for the operation of the field branch, Cleveland, 
Ohio, which is described as the nerve center of the Navy military pay 
system. The justifications state that this office pays allotments, 
mustering-out payments, retired and retainer pay, and death and 
uniform gratuities for the entire Navy; issues savings bonds purchased 
by allotments of naval personnel; performs administrative examina- 
tion and accounting analyses of closed pay records for naval personnel 
semiannually and for closed pay records upon discharge; adjudicates 
arrears of pay claims of naval personnel; settles General Accounting 
Office exceptions to accounts of Navy disbursing officers; furnishes 
bonding services for all Navy disbursing officers; furnishes and main- 
tains records of funds made available to disbursing officers for use in 
making cash and check payments. 

There is a breakdown, on page 50 of the justifications speaking in 
terms of 1953-55, of the workload by the various categories of work 
involved, and there is a table on page 51 of the justifications indicating 
a reduction in terms of productive man-years from 1,194 in 1953 to 
1,061 in 1954 and 985 in 1955; and a reduction in all 3 categories of 
costs that are listed. 

There seems to be a pretty general reduction in all items of work- 
load. I notice, however, that under “Bonding and funding”’ there is 
apparently no work anticipated? 

Admiral Royar. That means we have no work unit set up there. 
There is work to be done but we do not have a work unit of measure- 
ment in that area. 

Mr. Wice_eswortn. You are asking for 15.8 man-years for work 
that is not broken down into work units? 

Admiral Royar. Yes, sir. That work is particularly in renewing, 
making new bonds for new officers, canceling bonds, and taking care of 
the funds. 

Mr. Wiceiteswortn. You also ask for 103.1 man-years for mis- 
cellaneous fiscal and staff services, which is also not broken down into 
work units. What does that include? 

Commander Witttams. That includes the running of the installa- 
tion at the field branch in Cleveland. They have their own small 
supply department to meet their needs. That is the operation of the 
installation rather than fiscal in nature. 

Mr. WiaeLteswortH. Any questions on project 4A, Mr. Ostertag? 

Mr. Osrertaa. I note, Admiral, that in the justifications it is 
stated that included in the estimate or funds for the purpose of reim- 
bursing the general account of advance for losses in the accounts of 
Navy disbursing officers arising from exchange of foreign currency 
and acceptance of counterfeit currency. Have you any figures 
estimating what that particular phase of the costs runs? 

Mr. Moor. We are paying from the total loss account at an annual 
rate of $15,000, which includes other types of losses than currency 
losses. We could get to the breakdown but in total it is an insignifi- 
cant amount. There are several public laws which authorized tbe 
reimbursement of the losses that are charged under here. Under 


| 
Pi 


210 | 
object 15 in our budget we have a requirement for a $15,000 total and appar 
it runs just about that each year. Is the 
Mr. Osrertac. That is all. Mr 
Mr. Mr. Sheppard? Mr 
Mr. SuHepparp. No questions, Mr. Chairman. Ad 
in co 
Mr 
Tuurspay, Marca 18, 1954. differ 
NAVY ACCOUNTS DISBURSING OFFICES ars 
Mr. Wiacieswortu. The meeting will come to order and we will polite 
take up project 4B, “Navy Accounts Disbursing Offices,” which calls the r 
for $2,896,000, an increase of $740,000 over the current fiscal year. they 
The funds are stated to be for the purpose of financing the operation office 
of 14 Navy accounts disbursing offices to provide centralized dis- cerne 
bursing services for military personnel within assigned areas. The Mi 
level of operations of these 14 disbarsine offices is said to be dependent Oster 
upon the active duty military strength of the Navy. Mi 
Why the increase of 33 percent over the current fiscal year, particu- Mi 
larly when strength is decreasing? Mi 
Admiral Royar. Up to this year we have manned these offices 
primarily by enlisted men and during this year we are replacing 250 
military with 179 civilians. M 
Mr. Wieeieswortx. Two hundred and fifty enlisted men? i | 
Admiral Royar. Enlisted men, yes, sir. rot, 
Mr. WiaGieswortn. You mean it will cost 33 percent more—— oe 
Admiral Royar. In this appropriation the pay of the enlisted men came 
did not show up. That comes under another appropriation. Actually ba ach 
we are taking out 250 enlisted men and adding 179 civilians, whic 
is a net reduction of 71 bodies and an overall saving of about $250,000. Pr 
Mr. WiaGcieswortn. Are you saying that this increase of $740,000 amo 
represents the salaries of 179 civilian personnel? 
Admiral Royar. Yes, sir. 
Mr. Wiaaieswortn. There is a table on page 54 of the justifica- 
tions speaking in terms of fiscal years 1953, 1954, and 1955, which Pr 
shows an increase in productive man-years from 492 to 671. From amo 
what you have said I assume you had this year 492 civilians plus pers 
the 250 enlisted men; is that right? age 
Admiral Royar. Yes, sir; that is correct. oth 
A 
NAVY REGIONAL ACCOUNTS OFFICES M 
Mr. Project 4C, “Navy regional accounts offices,” 
requests $7,070,000, a decrease of $427,000 as compared with the on i 
current fiscal year, the funds being requested apparently for the gen 


operation of 13 Navy regional accounts offices providing centralized A 
and navywide disbursing for material and services and regional field 
examination and consolidation of accounting and financial data. 
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The table on page 57 shows a reduction in productive man-years and 

from 1,588 in the current fiscal year to 1,504, and a reduction in each othe 
category of costs listed. for 
The table on page 56 gives a breakdown in terms of workload for find 


the various types of work involved. You have 13 of these offices and be c 
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apparently an average of about 115 civilian personnel at each office. 
Is there additional military personnel here? 

Mr. Moor. Yes, sir. a 

Mr. How much? 

Admiral Royar. There are just officer personnel, Mr. Chairman, 
in connection with the command of the office and the disbursing - 
function; no enlisted personnel. 

Mr. WiaGLeswortu. Are these regional accounts offices located at 
different locations from those of the 14 Navy accounts disbursing 
offices that we had under project 4B? 4 

Commander WiuuraMs. Yes, sir. They may be in the same metro- a 
politan center but the Navy accounts disbursing offices are placed at “ad 
the receiving stations or the center of the military population because 
they handle the military pay accounts. The Navy regional accounts 
offices are placed in metropolitan centers since they are primarily con- 
cerned with paying bills from industry. 

Mr. WicGLeswortH. Any questions on projects 4B or 4C, Mr. 
Ostertag? 

Mr. OsrertaG. No questions. 

Mr. Mr. Sheppard? 

Mr. SHepparp. No questions, Mr. Chairman. 


RESEARCH AND DEVELOPMENT 


Mr. Wiae.eswortn. Budget activity No. 5, “Research and de- 
velopment,” requests $700,000, the same amount as in the current 
fiscal year. It is covered on pages 58 to 62 of the justifications and is a 
broken down into two projects, “Personnel operations” and “Supply : 
operations,” 

PERSONNEL OPERATIONS 


Project 5A, “Personnel operations,” calls for $441,000, the same 
amount as in the current fiscal year. 


SUPPLY OPERATIONS 


Project 5B, “Supply operations,” calls for $259,000, the same 
amount as in the current fiscal year, and there is a breakdown into 
personal services, contractual services, and supplies and materials on 

age 62 of the justifications. Have you got a shopping list covering 
both of these projects that we could look at? 

Admiral Royar. Yes, sir. 

Mr. WicGLeswortn. I notice some of these items refer to clothing, 
footwear, handwear, and so on. We seem to go on and on with this 
type of work year after year. Is this a type of activity that must go 
on indefinitely or do we eventually develop what we need in this 
general field? : 

Admiral Royar. There are two principal things in the clothing : 
field. One is that we are trying continuously to improve the clothing, 
particularly the protective clothing against dampness and against cold, 
and to develop proper clothing for submarine escape and soon. The 
other is the continuous endeavor to substitute noncritical material 
for material that is critical. For example, we are endeavoring to 
find a substitute for long staple wool and other materials that might 
be critical during mobilization. 


| 
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Mr. WicG.Leswortu. There are nine items in here for research and 
development in the general area of clothing. I just wonder what you 
look forward to and whether we do not reach a point where we finally 
discover the type of clothing we need for special conditions of climate 
or whatever may be called for so that we can cease activities in some 
of these projects? 

Admiral Royar. I do not see in the foreseeable future that we will 
reach the perfect set of clothing. Developments are continuing all 
the time. It would be the ideal thing to find something and then say, 
“This is it,’ but we are continuing all the time to develop different 
types to meet different situations that may arise, and developments 
so far have been most productive for the health and welfare of our 
personnel. 

Mr. WiccteswortuH. Well, we have been making footwear for a 
good many vears; have we not?) How much improvement in service 
footwear is going to develop by expending thousands of dollars year 
after year in research and development? 

Admiral Royar. If you like, we have some samples here of what 
we are doing. 

Mr. Wiccteswortn. I know, of course, you have to have special 
types of clothing and footwear for special conditions, but I am trying 
to get an opinion on whether this thing has to go on year after year or 
whether in things like gloves and footwear and so on we do not reach 
a point where we can discontinue some of the work. 

Commander Wixuiams. I think part of the answer is the change in 
emphasis. For instance, in the service footwear project in fiscal year 
1953 we spent $31,000; in fiscal year 1954 we plan to spend $30,000; 
and in fiscal year 1955 we are reducing the emphasis on that and will 
spend about $20,000. At the same time, in new areas such as the 
atomic, biological, and chemical warfare protective clothing, in fiscal 
year 1953 we spent $10,000; in fiscal year 1954 we expect to spend 
$40,000; and in fiscal year 1955 we plan to spend $50,000. That is 
an area in which we are increasing our efforts. 

Mr. Wiaeteswortn. About half of this request is for research and 
development in the clothing field. If we go into this year after year 
after year it runs into considerable money. Do you think all nine 
projects in that field are definitely paying off? 

Admiral Royar. Yes, sir, definitely. 

Mr. Wieeieswortn. We all realize the importance of research 
and development but unless it is pretty carefully supervised it is 
pretty easy to set aside a lump sum for which you get no real return. 

Any questions on budget activity No. 5, Mr. Ostertag? 


AREAS OF RESPONSIBILITY 


Mr. OsrrertaG. Research and development, Admiral, has been a 
art of the activity of the Marine Corps, Naval Personnel, and other 
ureaus which, have for their purpose research dealing with personnel 

problems or conditions. Granted that research is vital to our security, 
where do people in your Bureau stop and the other bureaus take up, 
or where do they end and you take up? In other words, what is the 
relationship between your research and their research? Do you have 
definite areas of responsibility? 

Admiral Royar. There are definite areas of responsibility. You 

have not seen this shopping list, but in the shopping list that we have 
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we are mainly in the areas of clothing, provisions, and cargo handling 
or logistics. Those three areas cover activities directly under the 
responsibility of the Bureau of Supplies and Accounts. 

With regard to the Marine Corps, they also have some clothing 
research and development but theirs is coordinated with ours so that 
we are not working on the same things and there is no duplication. 
The other bureaus are not interested—they are interested, but they 
are not doing the work that we are doing, inasmuch as this type of 
work comes directly under our Bureau. 


COORDINATION 


Mr. OsrertaG. Do you have a system of coordination so that, let 
us say, the Bureau of Naval Personnel, particularly in research, is 
aware of what you people are doing and you are aware of what they 
are doing when it comes to equipment and wearing apparel and such 
matters? 

Commander WiturAMs. Yes, sir. There is coordination at several 
levels. The Assistant Secretary of Defense for Research and De- 
velopment approves the projects of the different services, and the 
Office of the Chief of Naval Operations assigns them to bureaus, and 
there are coordinating committees that pass the information back 
and forth. There is also a uniform board that specifically approves 
each item of uniform clothing. 


CONTRACT SERVICES 


Mr. OsrertaaG. Is this research carried on by the Navy itself or 
are these items subject more or less to contract with private institu- 
tions and organizations? 

Commander WiuuiAMs. In fiscal 1955, of this $700,000 research 
program, $499,000 will be spent in facilities reporting to our Bureau; 
$22,000 in other Navy facilities; $40,000 in facilities of other Govern- 
ment agencies; $109,000 by industrial contractors; and the remaining 
$30,000 in nonprofit institutions. 

Mr. Osrertac. You mean you contract with other Government 
agencies? 

Commander Wituiams. We have contracts with the Bureau of 
Standards and with the Department of Agriculture, in the area of 
food with the Department of Agriculture, and in the area of testing 
service footwear with the Bureau of Standards. 

Mr. OsrertaG. Do they have research of their own that they carry 
on under their own appropriation and authority? 

Commander WiiuiaMs. Yes, sir; they do. 

Mr. Ostertraa. Why is it necessary for the Navy to supplement 
that activity? In other words, would they not be making the same 
determinations under their own operations? 

Mr. Moor. No, sir. For example, there is a current project with 
the Department of Agriculture to determine the storage life of fresh 
fruits and vegetables which is primarily and peculiarly a military 

roblem and a Navy problem which the Department of Agriculture 
as the know-how to do but would not normally do in their research 
program. 
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Mr. OstertaG. For example, in the preservation of supplies and 
equipment and the preparation and storage of food, those are projects 
peculiar to the Navy? 

Mr. Moor. Yes, sir; they are projects peculiar to the Navy. 

Mr. OstertTaG. Because they deal specifically with food aboard 
service craft or food for use afloat? 

Admiral Royar. That is correct. 


UNEXPENDED BALANCES 


Mr. OstrertaG. What is your unobligated unexpended balance as 
you will enter fiscal 1955? 

Mr. Moor. We plan no unobligated balance entering fiscal 1955. 
We have an estimate of our unexpended balance. The figure as of 
June 30, 1954, is $179,340. 

Mr. OstrertaG. Which will be obligated? 

Mr. Moor. Which will be obligated; yes, sir. 

Mr. Osrertac. That is all, Mr. Chairman. 

Mr. Wiceteswortn. Mr. Sheppard? 


SEA RESCUE DEVELOPMENTS 


Mr. Suepparp. How much in this field of research has been de- 
veloped for the benefit of the Navy insofar as sea rescue operations 
are concerned? 

Admiral Royar. We have developed a sea rescue suit. 

Commander Strock. This is used aboard destroyers. This comes 
under the Bureau of Ships operation. 

Mr. SuepparpD. Where did the insulated rubber boats come from? 

Commander Strock. The Bureau of Ships. We have nothing to 
do with that area. 

SHOES AND BOOTS 


Mr. SuepparD. With respect to shoes and boots, what is your field 
of development there? 

Commander Strock. We have developed the insulated rubber 
boots, but in the field of shoes, we do not go in the dress shoes. We 
go mainly in the materials. For example, we were told we should not 
stock any tannin, so therefore we had to get a substitute for tannin. 
This is normal leather. This is a substitute. This contains tannin 
asa filler. ‘Lhis material saves us 40 percent of our tannin which goes 
into normal leather, and at the same time we are able to get 80 percent 
more wear using the substitute for tannin than normal leather. We 
have 250 pairs being made. One sole will be of this material and one 
sole of the leather and we will get an excellent wear test, but previous 
tests have shown a saving on our tannin plus an estimated life 80 per- 
cent greater. 

SPECIAL CLOTHING FOR ARCTIC 


Mr. SuHepparp. What are you doing in the field of special clothing 
for the Arctic? 

Commander Strocx. We have a special type clothing consisting 
of three layers. ‘There is an internal layer aad @ layer known as the 


insulated layer for the outside, and a rubber coating to prevent heat 
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from going out of the body. So it will keep the body heated and that 
is a special type of clothing for the Arctic. 

Mr. SHepparp. I suppose you have gloves the same way. 

Commander Srrock. Yes, we have gloves in the same category, 

Mr. SuHepparp. I do not know whether this falls in your field or not, 
but in the providing of clothing for men at sea, what preservation 
technique has the Navy applied. Recently the Army came out with 
a bulletproof vest that has been proving very effective. You have 
——- to gunfire aboard ships. hat are you doing in that 

eld? 

Commander Srrock. We are doing nothing. The Marine Corps, 
in conjunction with the Bureau of Medicine and Surgery, is working 
in that field. 

Mr. SHepraRD. But you will get the results developed from that 
source? 

Commander Srrock. That is right. 


FOOD AREA 


Mr. Suepparp. What new developments have you had in the food 
area that have been beneficial, say in the past year? 

Commander Srrock. We mainly are in the equipment business in 
the food field. At the present time we are developing equipment for 
improving the use of commissary space on submarines and surface 
ships. Space is one item we are working on and another is weight, 
which we wish to overcome. We are in the process of improving 
facilities on present ships and we are going into new types of equip- 
ment. 

Mr. Sueprarp. Is there anything in the food category that applies 
to fresh fruit so that you can utilize the deep freeze? 

Commander Srrock. We want to get away from deep freeze 
material as much as possible. 

Mr. Why? 

Commander Srrocx. Due to space. We want to get items that 
would require no refrigeration, if possible, aboard ships, and are 
working towards dehydrated foods. 

Mr. Sueprarp. Does that apply to vegetables and fruits, the 
dehydration? 

Commander Srrock. Yes. We try to keep away from the freeze 
and go to the lesser refrigeration. Then we go to the dehydrated 
field. 

Mr. SuHepparp. Off the record. 

(Discussion off the record.) 

Commander Srrock. We are trying to develop sterilized food by 
means of electronics whereby the normal type of food is sterilized by 
electronic means and can be packaged and placed into cold storage 
rather than in our deep-freeze boxes. 

Mr. Suepparp. Can you conserve space without losing the palat- 
able aspect of the food? That operation can be overdone so that you 
lose the principal factors of the food you would get in its natural state. 

Commander Srrock. We always strive toward the natural, some- 
thing we can bring back to its natural state. 
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DECONTAMINATION SUIT 


Mr. Suepparp. Have you anything particularly at this time in the 
clothing field that you did not have last year? 

Commander Srrock. Yes, sir. This is a decontamination suit for 
use in the case of an atomic attack. I have a picture in here and I 
also have one we brought along with us. This is a plastic suit. Our 
next phase will be to go into a coated nylon suit. In developing this 
decontamination suit we are concerned with the beta ray. The gamma 
ray disappears. The beta ray can be washed off this suit. This suit, 
worn with a mask, will not absorb any of the biologicals and they can 
be decontaminated. Under chemical attack we do not want the per- 
son to absorb the gas, and secondly, he must have some way of breath- 
ing in the suit. So we have in these dark spots a specially treated 
chemical that will absorb the gas and permit him to breathe. 

Mr. Suepparp. How long will he thus be permitted to breathe? 

Commander Srrock. That is undergoing operational tests now. 
As an estimate I would say probably about 2 hours. 

Mr. Suerparp. In other words, what you are trying to do in this 
field is to keep abreast of new scientific developments in the field of 
atomics so that in the event of attack you will have something avail- 
able that you can put into production immediately? 

Commander Srrock. That is right, sir. 

Mr. Sueprarp. No further questions. 


CATALOGING 


Mr. WicGLeswortu. For budget activity No. 6, “Cataloging,” the 
request for 1955 is for $15,420,000, an increase of $99,000 as compared 
with the fiscal year 1954, and an increase of about $4,400,000 as 
compared with 1953. 

The request is covered on pages 63 to 72 inclusive of the justifica- 
tions, and is broken down into 6 projects as appears from page 63 
of the justifications. 

There is no money requested for project 6A, “Navy cataloging” 
nor for project 6B, “Development,” nor was there any money made 
available for either of them in the current fiscal year. 


REFINEMENT 


Project 6C entitled, “Refinement,” requests $4 million for 1955 as 
compared with $8,976,000 in the current fiscal year. 

This project is stated to include “operations which are performed 
in accordance with chapter 2 of the Federal Manual for Supply 
Cataloging. It apparently includes the review and appraisal of 
approved item names and patterns, development of new names and 
patterns, revisions of approved names and patterns.” 

The breakdown of this project is on page 66 of the justifications. 


MAINTENANCE 


“Project 6D, Maintenance,” requests $6,100,000 for the fiscal year 
1955, as compared with $2,522,000 in the current year, and no funds 
in the fiscal year 1953. 
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The justifications state that: 

This project provides for the initial selection and assignment by the responsible 
activity of a name which, applied to an item of supply, denotes the basic character- 
istics of the item; collaboration of new names; and revision and/or cancellation of 
approved names. 

The breakdown is on page 68 of the justifications and, speaking in 
terms of 1953, 1954 and 1955, indicates an increase in man-years from 
520 to 1,284 as between the fiscal year 1954 and the fiscal year 1955. 
That is about a 140 percent increase. 

There is a corresponding increase in personal services from $2,184,000 
in 1954 to $5,200,000 in 1955. 

Why do you request this very large increase in personnel, Admiral? 

Admiral Royar. Mr. Chairman, this is the program of changing 
over from the Navy catalog system to the Federal catalog system, and 
the object, of course, is to get the job done as soon as possible, and 
we are asking for enough personnel this year to handle the work which 
will accumulate during the fiscal year 1955. 

As you can well realize, conversion from the Navy catalog to the 
Federal catalog is a big job. 

So far, we have converted only one category of materials; that is 
provisions. 

We have under conversion clothing, medical and dental material, 
and fuel which we hope to convert by June 30, of this year. 

That will leave many of the large categories still unconverted, and 
we require this personnel to make the change and to get into operation 
under the Federal catalog system. 

Mr. WiaeLesworrn. Well, is the Navy part of the job, as distinct 
from the conversion to the Federal catalog system, complete? 

Admiral Royar. No, sir. This will take care of part of the con- 
version. We will not be entirely converted this next year. It will 
probably take at least 2 to 3 years and, perhaps, longer, to complete 
the entire conversion. We hope to have the majority of the work 
done by June 1956. 

Mr. WiaGLteswortH. Well, did you do no work in this field in 1953? 
You were doing Navy cataloging and development at that time? 

Admiral Royar. Yes, sir. 

Commander WiuuiaMs. In the maintenance function we were doing 
no work in the 1953 fiscal year. ‘The maintenance function, by 
definition, picks up when we have converted. 

Mr. WieeieswortH. What were you doing in 1953 under ‘“‘Catalog- 
ing and development’’? 

Commander Wiu.1ams. In the fiscal year 1953 in Federal cataloging 
we were developing the items, the patterns, and the descriptions which, 
when centrally screened, resulted in the assignment of a number. 

Mr. WiaG.ieswortu. Is that what is referred to in the table on 
page 63 of the justifications under “Projects 6A and 6B,’ entitled, 
“Navy cataloging” and “Development?” 

Commander WituiAms. It is what is included in ‘‘Development, 
6B.” In 6A we were working on the Navy cataloging. 

Mr. Wiae.LeswortH. That is what my question was directed to in 
the first place. Is that job 100 percent complete? 

Commander Wituiams. We have been directed to do no more 
Navy cataloging. All our cataloging efforts are now in the Federal 
program. The Navy cataloging has ceased. 
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Mr. WiaccLeswortu. But before you got to that step, as I have 
understood it, there was work within the Navy Department, the 
screening process, and so forth; is not that correct? 

Mr. Moor. That is correct, Mr. Wigglesworth. We have a com- 
plete item identification research job to do whether it is called Navy 
or Federal. We have called it Navy up to now. 

The initial assignment of a mandi has, in the past, been first the 
assignment of a Navy number and then a Federal number. We are 
now skipping the operation of the assignment of a Navy number and 
going direct from the Federal identification processing to a Federal 
number. 

Mr. WiccLeswortn. So that the necessity for the Navy work 
that was done in the past has been eliminated? 

Mr. Moor. No, sir; the basic identification work is still done. 
The assienment of a Navy number has been eliminated. 

Mr. Wicctesworta. That is what I mean. Has the basic identi- 
fication work been completed? 

Mr. Moor. It will never be completed. 

Mr. Wicciteswortn. Well, is it up to date? 

Commander WiiutAMs. It is up to date in accordance with the 
Department of Defense schedule which schedules the Federal supply 
groups and material categories in rotation, but the schedule for the 
assignment of these numbers will continue for several years. 

Mr. SuepparD. May I interject at that point, Mr. Chairman? 

Mr. WieGLeswortn. Yes, certainly, Mr. Sheppard. 

Mr. Suepparp. The original Navy cataloging was not completed 
when you got orders to move into the Federal classification function? 

Commander No, sir. 

Mr. SuHepparp. Consequently, you get full use out of the back- 
ground accumulation which you had obtained under your Navy opera- 
tion as such, and now you are going into the Federal concept 

Admiral Royar. Yes, sir; that is correct. 

Mr. Sueprarp. While, perhaps, you can use a considerable portion 
of the information previously secured you are not operating on that 
premise any longer; is that correct? 

Admiral Royar. Yes, sir, that is correct. 

Mr. Wicctesworra. And that explains why no funds have been 
provided for either project 6A, “Navy cataloging,” or 6B, ‘‘Develop- 
ment,” since 1953; is that correct? 

Admiral Royar. Yes, that is correct. 


COMPARATIVE MAINTENANCE WORKLOAD DATA 


Mr. Wiccieswortn. Now in 1954 you start in on the new basis, 
and you request this very large increase in man-years under project 
6D, “Maintenance.” What can you give us in terms of workload 
in the 2 years for comparative purposes? 

Mr. Moor. At the present time, Mr. Chairman, it is estimated 
that 19,000 items will be converted at the end of June of this year, 
and that 225,000 will be refined or converted at the end of next year. 
It is the total of the items converted that will, in effect, determine the 
maintenance function workload. That determination is part of the 
maintenance function workload, and everything on a continuing basis 
will be performed in the future wader the maintenance function. 
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Mr. Wice.eswortn. Off the record. 

(Discussion off the record.) 

Mr. Moor. The balance of the maintenance function workload is 
involved in accepting new items into the Federal cataloging program. 

As new items are developed, instead of being accepted and assigned 
numbers under the development function they will now be accepted 
and assigned numbers under the maintenance function. 

It is estimated that in the fiscal year 1955 the Navy will receive 
260,000 new items of supply, which figure is based on the experience 
rate of new item acceptance into the supply system. 

Mr. Wice.esworrn. Off the record. 

(Discussion off the record.) 

Mr. Moor. We have, as of January 31 completely changed——— 

Mr. Wiace.esworrH. January 31, 1954? 

Mr. Moor. Yes, sir; as of January 31, 1954, we have completel 
changed Federal stock numbers for approximately 1,000 items of food. 
That is what we have done to date in actual conversion of the 19,000, 
1,000 have been converted. 

Mr. Wiacieswortn. As I understand it, speaking in terms of 
conversion, there are 1,000 items converted as of the present time, 
and you anticipate that 19,000 will be converted by June 30, 1954, 
and that 225,000 will be converted as of June 30, 1955; is that correct? 

Mr. Moor. That is correct, sir. 

Mr. WiccLeswortn. Now, the new items also affect directly this 
workload if I understand what you said correctly. 

Mr. Moor. We are talking in the maintenance function of the new 
items directly affecting the workload. 

Mr. Wiccieswortu. Well, give me some comparative figures, in 
terms of new items, for 1954 and 1955. 

Mr. Moor. The number of new items, in terms of absolute volume, 
is staying approximately the same throughout all of these years. It 
is a continuing workload which has been shifted into terms of classifi- 
cation from development and refinement, as expressed in 1953, to 
maintenance as expressed in 1954 and 1955. 

In other words, the new classification in which we are doing this 
program requires classification of a new item and acceptance into the 
system under ‘Maintenance’ rather than under “Development.” 

Mr. WiaG.LeswortH. Are you saying that there are approximately 
260,000 new items in each of the years 1953, 1954, and 1955? 

Mr. Moor. The number of new items accepted into the system in 
1953 was 260,000, and our estimate is that it will continue at that 
level through 1954 and 1955. 

Mr. WiceLteswortu. Then your increase, that I am trying to get 
a little light on, is based not on new items, but the number of con- 
verted items, is it not? 

Mr. Moor. No, not necessarily so, because the new item workload 
as it has been done in 1953, and as it is partially done in 1954, was in 
the functions listed in the book wherein we have large amounts of 
money showing decreases, and where it is now being done in 1955 in 
the function where we are showing an increase. 
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BASIS FOR MAN-YEAR REQUIREMENTS 


Mr. WiaGLesworrta. How did you come to the conclusion that you 
needed 1,284 man-years in 1955 compared with 520 man-years in the 
current fiscal year? That is what I am trying to get at. What is the 
basis of it? In the case of other items you have given us a yardstick 
that we could relate increases to. 

Mr. Moor. It is absolutely true, Mr. Wigglesworth, that our base 
for the determination of our cataloging requirements in terms of man- 
power is an estimate which has had no actual experience in terms of 
the Federal cataloging program. We have not been engaged in the 
Federal cataloging program long enough to determine what we con- 
sider to be an accurate determination of manpower requirements. 

Mr. WiaGLesworru. You have had 520 people working there dur- 
ing the fiscal year 1954, have you not? 

Mr. Moor. But in a different phase of the program, Mr. Wiggles- 
worth. 

We actually have developed a cost study for each of the supply 
demand control points engaged in this cataloging effort on an item 
basis, which tells us the numbers and items for each category of 
material. 

We have no past cost data or accomplishment data as a matter of 
record under these functions because they are new, and we have just 
started them in the classification that you are looking at here, so that 
it is difficult to give you actual historical data. 

Mr. WiaGiesworrn. Off the record. 

(Discussion off the record.) 

Mr. Wiae.ieswortu. | still do not understand the basis on which 
you arrived at the increase that you are requesting under “Mainte- 
nance,”’ 

Commander WituiaMs. By definition, taking a specific Federal 
supply group up to the time of conversion, any work done in the 
cataloging program in developing item descriptions or names, is 
classified as refinement. 

Upon conversion, any work required on that Federal supply group 
is then classified as maintenance. 

So, as we go through the progressive schedule of conversion to 
Federal numbers, we then shift the workload from the classification 
of refinement to the classification of maintenance. The people con- 
tinue to do about the same thing that they were doing previously, 
but it shifts in classification. 

Admiral Royar. | think if you will look at 6C and 6D together 
you will find that the total for 1954 of the 2 categories in man-years 
was 2,188, and the total for the 2 in man-years in 1955 is 2,049, which 
shows a slight decrease in man-years, and also indicates that the 
shift has been from 6C to 6D. 

Mr. Off the record. 

(Discussion oft the record.) 


PUBLICATION 


Mr. Wiaaieswortn. The request for project 6E, “Publication,” 
is substantially the same in both the years 1954 and 1955. What 
do you mean by publication? 
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Admiral Royar. That is the publication of the sections of the 
Federal catalog we supply to the Navy, the Navy sections of it. 

Mr. Wiae.eswortn. | notice the justifications say: 

This project includes the compilation of data and preparation of manuscripts 
for the Department of Defense section of the Federal Supply Catalog. Federal 
Supply Catalog sections will be developed where required. This function involves 
the coordination, review, and joint study for participation in the development of 
the content and form, and compilation of data and preparation of manuscript of 
such catalogs. 

UTILIZATION 


Project 6F, “Utilization,” requests $2,220,000 for 1955, as compared 
with $800,000 in the current fiscal year and nothing in 1953. What 
is meant by utilization. 

Mr. Suepparp. May I go off the record? 

Mr. Yes. 

(Discussion off the record.) 

Commander Witu1AMs. Utilization is the use in supply management 
of the new numbers. 

It involves changing the stock records, changing the numbers on 
the allowance list, and in the limited cases where necessary, reware- 
housing and re-marking of the material in the storehouses, the 
changing of the numbers on all of the maintenance publications we 
apply to particular items of equipment. It is the designation through- 
out the service of the new number assigned and the changing of the 
associated records. 

Mr. Suepparp. For identification purposes? 

Commander Wiis. Yes, sir. 

Mr. SHeprarp. Why did they not say identification in the first 
place? 

Mr. WicGieswortnu. Do I understand, from what has been said, 
in referring to the item of maintenance that the increase reflected 
here under the heading ‘Utilization”’ is largely a reclassification which 
is reflected in a corresponding decrease under the item ‘‘Refinement’’? 

Commander WiuuiaMs. Yes, sir. It is a progressive step as Federal 
supply groups are converted from the stage of refinement to the stages 
of maintenance and utilization. 

Mr. WicGLeswortnu. As that transfer takes place utilization and 
maintenance increases and the work under refinement decreases, is 
that right? 

Commander WiturAMs. That is right, sir. Maintenance and utiliza- 
tion have this difference, utilization is a one-time job of getting the 
information out, and maintenance will be a continuing job as new 
items come into the system. 

Mr. WiaeiesworrH. Are there any questions on budget activity 6, 
Mr. Ostertag? 

Mr. Osrerrac. Admiral, I note that under ‘Navy cataloging and 
development” in the fiscal year 1953 approximately $7 million was 
appropriated. 

It is my understanding that as of the fiscal year 1954 the new 
cataloging concept came into being, which more or less did away with 

our old system and your responsibility. Was there an unexpended 
alance in these two items, and if so, what happened to it? 

Mr. Moor. The funds appropriated were on an annual basis, Mr. 
Ostertag. What actually happened was a merger of the Navy cata- 
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loging program into the Federal cataloging program, so it was the 
assimilation of function and workload at the time the Federal catalog- 
ing program was implemented. For that reason there was no unex- 
pended balance, as such. The Navy cataloging money was just 
money which was continued to be utilized for the Federal cataloging 
program. 

Mr. OstertaG. In other words, you carried on with that money 
and integrated it into the new Federal cataloging program? 

Mr. Moor. That is correct, sir. 

Mr. OsrertaG. Project 6-E of the justifications calls for $3.1 
million. For fiscal 1954, the estimate calls for $3,023,000. If I under- 
stand correctly the purpose of this item and this amount is for the 
printing and the publication of the catalog? 

Mr. Sisse. Printing and publication, editing, layout, selecting of 
items that will be printed. It is a little more than just the printing. 
For instance in the fiscal year 1955, of the total of $3.1 
million requested, $700,000 is actual printing; the rest of it is selection 
of items to be used in the Navy’s portion of the catalog, the editing, 
laying out, and printing. 

Mr. OsrerraGc. Would the item in the breakdown under publi- 
cations entitled “Other operational costs’? amounting to $800,000 
cover the printing charges? 

Mr. Moor. $700,000 is the printing, sir. 

Mr. Osrerraa. In other words, in this category of publication, 
the actual printing is just a small part of the cost? 

Admiral Royar. ‘the actual printing. All of the rest covers the 
preparation of copy for printing. 


PERSONAL SERVICES 


Mr. OstEerTAG. $2,300,000 is for personal services. Is that per- 
sonal services for all purposes? 

Mr. Moor. It is for all of the work which goes before the actual 
printing; it is for the editing, the laying out, the technical work, 
preparation of copy, and the actual selection of items that are made 
to appear in the Navy Section. 

I am sure you will appreciate that the Federal catalog is not one 
printed volume; it is just a lot of numbers of a lot of materials which 
then have to be selected as for use in terms of consumer items that 
are cataloged. The consumer selects the items that he wants 
cataloged for his particular use. So that what we are doing is 
selecting the Navy pieces of the total Federal catalog so that we would 
not have aboard ship a catalog which would fill this room. 

Mr. Ostertac. In other words, it is not like a Sears and Roebuck 
catalog; it is a sectional proposition whereby you print sheets with 
numbers and distribute them to the appropriate agencies in accordance 
with their needs. 

Admiral Royar. That is correct. 

Mr. Moor. It is tailored to the needs of the consumer. 

Mr. Mr. Sheppard. 

Mr. Suepparp. Mr. Chairman, I just want to compliment the staff 
and Admiral Royar for being able to explain the explanation. I 
think they have been able to do a masterful job, particularly in some 
cases, where the explanation is not clear. 

(Off the record discussion.) 
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INDUSTRIAL MOBILIZATION 


Mr. WiaGieswortu. Budget activity No. 7, ‘Industrial mobili- 
zation” calls for $1,133,000 or an increase of $333,000 over the current 
fiscal year. The request is covered on pages 73 to 76 of the justifi- 
cations and is broken down in two projects, the first of which is for 
operation and maintenance of production equipment reserve, calling 
for $473,000, which reflects the entire increase of the budget activity 
amounting to $333,000. 


OPERATION AND MAINTENANCE OF PRODUCTION EQUIPMENT RESERVE 


The justification indicates that this project provides funds for 
tagging, crating, skidding, and storage in dehumidified buildings of 
industrial production equipment which become excess to current 
production. It further states that it is estimated that 12,750 tools 
now in use at contractors’ plants will be returned to Navy storage at 
the Naval Supply Depots, Scotia, Mechanicsburg, and Clearfield, and 
that 1,060 tools will be shipped out of storage to the contractors’ 
plants. 

How did you arrive at this estimate? 

Mr. Moor. The calculations of requirements under project 7—A 
were as follows: The current cost of accepting tools, machine tools, 
into storage under the cost determination, was $25.49 per tool. 
Calculation for 12,750 amounts to $324,998. 

We are estimating that we will ship out to contractors’ plants 1,062 
tools which have an individual cost of $40.56 per tool, which in the 
aggregate amounts to $42,994, for the total of tools cost of $367,992. 

In addition to these costs of moving tools in and out of storage, a 
necessary expense to this program is the dehumidified storage cost—— 
the maintenance of dehumidification of machinery, which averages 
$15,000 a building, for seven buildings, or a total of $105,000, making 
the total estimated cost $472,994. 


MOBILIZATION PLANNING AND INDUSTRIAL PREPAREDNESS 


Mr. WiaeG._eswortH. Project 7—B for mobilization planning and 
industrial preparedness, with a request of $660,000, is the same 
amount substantially, as in this year and in the fiscal year 1953. 

What is this planning for? 

Admiral Royar. The planning, Mr. Chairman, is to accumulate 
sufficient data in order that we can set up the mobilization reserve, 
realistic in nature. That, of course, ties to the second part, the 
industrial schedule preparation in this way: The industrial schedule 
preparation is really our insurance against accumulating too great 
a mobilization reserve. When we go to industry, we find out what 
their present potential is and make the arrangements for production 
during the time of mobilization, and when we get a realistic figure, 
that means there will be that much less actually that we will not 
have to store in the mobilization reserve. The two are tied right 
together. 

Mr. WiacLeswortn. The justification says: 


The objectives of this project are to determine mobilization requirements for 
maintenance parts and/or components for and items of equipment, and to estab- 
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lish schedules of mobilization production with private industrial organizations 
which will be expected to render mobilization supply support. 

This has been going on for a number of years, has it not? 

Admiral Royar. Yes. 

Mr. Wice._eswortu. Should not the workload be decreasing as 
we go along, so that sooner or later you can get the bulk of the work 
out of the way? 

Admiral Royar. No, sir. I would say that this is a continuing 
project. It is a continuing study of our needs, for mobilization 
reserve and a continual revisiting and contact with industry and the 
work is most important and work that should be kept up to date 
in order that we keep down our reserves. 

Mr. WiccGiesworrn. It is continuing work in respect to new 
development. Is it continuing beyond that area? 

Admiral Royar. No; what we are trying to do is keep this up to 
date. 

Mr. WiceLeswortH. Do we not know now what our mobilization 
requirements are in terms of actual development? 

Admiral Royar. We do know pretty well, by classes; yes. 

Mr. WieGieswortn. Do we not know pretty well the industrial 
organizations that will be called upon in any known field right now? 

Admiral Royar. There are involved in this study about 1,300,000 
items, &5 percent of which are technical, and with the continual 
change, the continual development of machinery and the introduction 
of new items, it is necessary that we continue to review and revise 
our estimates and to continue to keep in touch with industry as to 
their potential. This we consider is our best insurance against over- 
loading our mobilization reserve, building up too big a stock. Where 
We are sure in our procedure and our receipts from industry, we can 
keep it cut down. 

Mr. WiacLesworru. Any questions on budget activity No. 7, Mr. 
Ostertag? 

Mr. OstertaG. No questions. 

Mr. Suepparp. No questions. 


DEPARTMENTAL ADMINISTRATION 


Mr. Wiaca.eswortu. Budget Activity No. 8, “Departmental ad- 
ministration,” calls for $6,350,000, a decrease of $85,000 as compared 
with the current fiscal year. This is covered at pages 77 to 86 of the 
justifications and is broken down into five projects at page 77 of the 
justifications, each one of which reflects some decrease. 


EXECUTIVE DIRECTION, PLANNING, AND COMMON SERVICES 


Project 8—a, ‘‘Executive direction, planning, and common services,” 
calls for $2,442,000 a decrease of $23,000 as compared with the cur- 
rent year, and reflects a decrease in man-years from 518 in 1953 to 
500 in 1954, and 497 in 1955. Where is this personnel located? 

Mr. Moor. They are located in Washington. 

Mr. Wice.esworrtn. Right here in the Bureau? 

Mr. Moor. That is correct, 

Mr. WiaGLeswortn. That goes for all five of these projects; does 
it? 

Admiral Royar. Yes, sir. 
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ADMINISTRATION OF THE SUPPLY SYSTEM 


Mr. Budget activity 8-B, ‘Administration of the 
supply system of the Navy,” calls for $1,545,000, a decrease of 
$17,300 from the current fiscal year, and a decrease in man-years from 

358 in 1953 to 348 in 1954 and 344 in 1955. 


ADMINISTRATION OF THE ACCOUNTING AND DISBURSING SYSTEM 
Budget activity 8—C, “Administration of the accounting and dis- 
bursing system of the Navy,” calls for $1,322,000 or $12,500 less than : 
in the current fiscal year, and shows a slight decrease in personnel 7 
from 293 in 1953 to 275 in 1954, and 272 in 1955. a 


MANAGEMENT OF THE FREIGHT TRANSPORTATION SYSTEM 


Budget activity 8-D, “Management of the freight transportation 
system of the Navy,” requests $678,000, a decrease of $9,000 as com- 
pared with the current vear, and shows a slight decrease in man-years 
from 160 in 1952 to 153 in 1954, and to 151 in 1955. 


DEPARTMENT OF DEFENSE SCREENING AND REDISTRIBUTION OF EXCESS 
MATERIAL AND EQUIPMENT 


Project 8—E, ‘‘Department of Defense screening and redistribution 
of excess material and equipment,” requests $363,000, or a decrease of 
$22,900 as compared with the current fiscal vear. 

It shows an increase from 57 in 1953 to 86 in the fiscal year 1954, 
and a slight decrease in 1955 to 81 in terms of man-years. You con- 
template something like 1,345 people in the departmental adminis- 
tration under this Bureau right here in Washington; is that right? 

Mr. Moor. The man-years you are looking at in the budget, Mr. 
Chairman, include overtime. The actual number of bodies requested . 
in the budget is 1,333. 7 

Mr. WiaG.Lesworts. How many have you had in this current year? 

Mr. Moor. 1,344 is the comparable figure. 

Mr. Wiaciesworrtn. Is each one of these setups under these 5 
projects a distinct setup, or is the executive direction, planning, and 
common services, under project A, a kind of supervisory setup for the 
other 4? 

Mr. Moor. It is supervisory administrative setup for the other four, 
primarily, including many large functions; it includes the planning 
function, it includes the comptroller function; the general office serv- 
f ices, special services, technical information type of function, the 
5 direction of naval personnel, industrial relations, and the Inspector 
; General Supply Corps; last but not least, the Office of the Chief of 
1 the Bureau is included in that particular function. 

" Mr. Wiaeieswortn. Just what is meant by management of the 
‘ freight transportation system of the Navy, for which you want 151 


man-years? 
Mr. Moor. Included in this departmental organization of the 

Bureau is the Assistant Chief of Transportation whose primary work- 

ing function in terms of bodies is the actual moving and scheduling 

of freight transportation throughout the inland transportation system ie 

in the country. Requirements throughout all the Navy field installa- ay 
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tions are that any shipment of material, over 1 million pounds be sub- 
mitted to Washington for approval of shipment and in addition, 
scheduling the route by the most economical method. These people 
are engaged in that. They are also engaged in supervising the freight 
control offices throughout the Navy, where other routing and schedul- 
ind duties are being performed and generally all traffic administrative 
problems. 
DEFENSE SCREENING AND REDISTRIBUTION 


Mr. WiaeLeswortnh. What is meant by the Defense screening and 
redistribution of excess materials and equipment, for which you want 
81 man-years? 

Mr. Moor. That is the function we are performing for the Depart- 
ment of Defense, which was touched upon earlier during the hearings, 
in terms of performing surplus screening for the entire Department of 
Defense. All excess determinations are submitted to our Bureau, to 
this organization within our Bureau, where excess listings are made and 
screening processes started; the excess lists are fanned out from this 
organization to GSA and other departments of the Department of 
Defense, and the final screening is then sent back to this organization, 
where the determination is passed back to the field. 

Mr. Wiaciesworrn. The screening work must necessarily be done 
primarily in the field, must it not? 

Mr. Moor. No, sir. The individual field activities, in terms of 
naval excess, do not make determinations of excess. They are not in 
position to determine what the overall naval requirements of any one 
item are, and, therefore, they are not in position to measure the hold- 
ing of that item against the total Navy determination. That is done 
centrally by the Material Control Offices. 

Mr. WicGLeswortu. Any questions on project 8, Mr. Ostertag? 

Mr. Osrertac. No questions. 

Mr. Mr. Sheppard? 

Mr. Suepparp. You have a total budget estimate for 1955 of $341 
million and you have reflected here a departmental administrative 
cost of $6,350,000. What is the percentage of the administrative cost 
as against the total you will have to administer in this fiscal year? 

Mr. Moor. The cost is less than 2 percent, Mr. Sheppard—actually 
it is 1.8 percent of the total appropriation. 

Mr. SHepparp. That is all, Mr. Chairman. 


CIVILIAN PERSONNEL 


Mr. Wicc.iesworrnu. Are there tables available in respect to civil- 
ian personnel for the whole appropriation? 

Mr. Moor. Yes, we have them here. 

Mr. Wiae.Leswortnu. There appear to be in 2 tables, 1 speaking of 
the number of positions in respect to 1953, 1954, and 1955, and 1 in 
respect to man-years and obligations for the same year, the last table 
indicating a decrease in man-years from 65,493 in fiscal year 1953 to 
59,185 in fiscal year 1954, to 55,107 in fiscal 1955, or a decrease of 4,078 
as compared with the fiscal year 1954, and 10,386, as compared with 
the fiscal year 1953. 

Without objection, we will insert these tables in the record at this 
point. 
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Average civilian employment by budget activity—servicewide su pply and finance 


Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 


(actual) (estimated) | (estimated) = 
Man- | Man- | Man- 
years Obligations years Obligations | years | Obligations Ae 
| @) (3) (4) © | @ @ 
Total employment. ___- 65, 493 | $239, 623, 495 |'59, 185 | $222, 278, 400 | 55, 107 |$206, 694, 000 
Current-year funds (direct) | 65,493 | 239, 623, 495 | 59, 185 222, 278, 400 | 55, 107 | 206, 694, 000 
Reimbursements_____- | 


2, 278, 400 | 55, 107 | 206, 694, 000 


40, 100 150, 209, 000 


I, By source of funds... ___ | 65, 493 3,495 | 59, 185 
subtotal 50, 268 | 182,955, 581 | 43,873 164, 859, 000 


182, 955, 581 | 43, 873 164, 859, 000 


40, 100 150, 209, 000 
| 


| 


25,785,000 | 6,670 | 24, 390, 000 


Current-year funds (direct) __ | 50, 268 | 
Prior-year funds | | | 
Reimbursements__ | 


(5) Material control, subtotal. 


Current-year funds (direct) 25, 785,000 | 6,670 | 24, 390, 000 
Prior-year funds 
Reimbursements 


(c) Finance, subtotal...____ 13,009, 000 | 3, 734 | “13, 104, 000 


Prior-year funds. 
Reimbursements 


Current-year funds (direct) | 3,946 | 13,688,700 | 3,706 13,009,000 | 3, 734 13, 104, 000 
(d) Research and development, 
subtotal. e ‘ | 47 225, 340 55 264, 000 55 264, 000 
Current-year funds (direct). 47 225, 340 55 264, 000 55 264, 000 
Prior-year funds_. 
Reimbursements 
(¢) Cataloging, 2,325 | 9,002,940 | 3,000 | 11,815,000 | 3. | 12, 250, 000 
Current-year funds (direct)..| 2,325 | 9,002,940 | 3,009 | 11,815, 000 | 3,057 | 12, 250, 000 
Reimbursements... 
(f) Industrial mobilization, sub- | | 
total. 644, 207 158 625,000} 158 635, 000 
Current-year funds (direct)| 158 644,297} 158 | 635,000} 158 635, 000 
tion, subtotal_. 4 1, 360 5, 797, 859 1, 344 5, 911, 400 1, 333 5, 842, 000 


Current-year funds (direct) | 1,360} 5,797,859 | 1,344] 5,911, 400 | 1, 333 5, 842, 000 


| 


Prior-year funds 


Reimbursements. __ 
II. By ceiling control... | 65,493 | 239, 623, 495 | 58, 185 | 222, 278, 400 | 55,107 | 206, 694, 000 


52, 100 | 195, 687, 600 | 48,979 | 183, 709, 700 Pa 


| 22, 984, 300 


(a) Under own ceiling control. __| 55,873 | 204, 443, 155 
| 7, 085 26, 590, 800 6, 128 3 


(0) Under other ceiling control. 9, 620 | 35, 180, 340 


1 Decrease of 6,308, of which 2,112 resulted from a change in the financing of the U. S. Naval Shipyards a 
Norfolk and Charleston (supply departments) to NIF, effective July 1, 1953: Subhead -14-1151; subhead 
-15-96), 


7,389 | 27,308,778 | 7,040 | 
4 


858 


Civilian employment, management basis—on board at the end of the fiscal year— 
Bureau of Supply and Accounts 


June 30, 1953 (actual) | une 30, 1954 (estimated) | June 30, 1955 (estimated) 


| 


Total |Graded | Un- 


Source of funds 
Total (Graded 


} 
Total me ad | 


| | gré aded | | graded 
1 9 | 10 
| 
I. Total under own ceil- | os | 
ing control ‘i ¢ 19, 292 


II, Under own financial 
and ceiling | 
| 56,070 | 34, 475, 


21, 595 | 51,715 | 31, 674 20,041 | 48, 581 | 29, 812 18, 769 
1. Servicewide sup- | 

ply and finance 55, 337 | 34,348 | 20,989 | 51,068 | 31, 560 19, 508 | 48,117 | 29, 736 18, 381 
2. Navy stock fund 271 | 31 240 254 31 223 | 254 | 31 223 
3. Naval working | | 

fund | 365 86 279 327 77 | 250 160 40 120 
4, Strategic and criti- 

cals materials, | 

General Services | 

Administration | 

(allocated work- 

ing fund to | 


III. Under own ceiling con- | 
trol, but financed by | 
outside sources, sub- 


573 | 1,191 668 523 1, 191 | 668 | 523 


LANGUAGE CHANGES 


Mr. Wiaa.teswortn. Admiral, there are a couple of language 
changes requested in this appropriation, the first of which is to strike 
out the word, “market” and to substitute in lieu thereof, the words 
“area provision supply.”’ What is the reason for that request? 

Admiral Royar. That is simply a change in the designation of the 
Office, the name of the office, to clarify the name of the activity. 
There is no change in function involved at all. 

Mr. WiccLrswormn. The second change seems to simply delete 
the words “cost of inspection service’; what is the explanation 
for that? 

Admiral Royar. That function has been transferred to the Navy 
Comptroller’s Office and, therefore, will come under “Servicewide 
operations, Navy.” 

Mr. WiaG.iesworrs. If there are no further questions, we thank 
you, Admiral. 

Admiral Royar. Thank you, Mr. Chairman. 
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Tuurspay, Marcu 18, 1954. 


NAVAL PETROLEUM RESERVES 


WITNESSES 


CAPT. ALBERT 8S. MILLER, USN, DIRECTOR, NAVAL PETROLEUM 
RESERVES 
COMDR. MATTHEW V. CARSON, USN, DEPUTY DIRECTOR 


Amounts available for obligation 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate ;: ‘ $13, 250, 000 | $3, 575, 000 
Balance transferred from “Naval Petroleum Reserve No. 4, } 
Alaska” ...-| $2,400,000 | 
Unobligated balance, estimated savings (available for admin- | | | 
istrative reappropriation in subsequent year) ae —289, 844 | | 
Obligations incurred . | 12, 960, 156 2, 400, 000 3, 575, 000 
Comparative transfer from ‘*Naval Petroleum Reserve, No. 4, | 
Alaska” ee 305, 889 299, 000 
Total obligations hie ait eer 13, 266, 045 2, 699, 000 3, 575, 000 
Obligations by activities 
Description 1953 actual | 1954 estimate | 1955 estimate 
1. Field administration . $160, 250 $163, 000 $145, 000 
2. Naval Petroleum Reserve No. 1 12, 663, 000 2, 212, 000 | 3, 150, 000 
3. Naval Petroleum Reserve No. 3 136, 906 |..-- } 
4. Naval oil shale reserves . 25, 000 | 30, 000 
5. Naval Petroleum Reserve No. 4-- ‘ 305, 889 299, 000 | 250, 000 
Total obligations. _..--------- 13, 266, 045 2, 699, 000 3, 575, 000 
Obligations by objects 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
NAVAL PETROLEUM RESERVES | | 
Total number of permanent positions---..-.-.-..~---------- J 19 23 19 


Average number of all employees. - . ------------------------ 16 16 | 18 


Average salaries and grades: 
General schedule grades: 


| 
Average salary $4, 626 $5, 510 | $5, 510 
Average grade 4 4 GS-6.6 GS-8.2 | GS-8.2 

Crafts, protective, and custodial grades: | 
Average salary | $3, 076 $3, 116 $3, 116 
Average grade CPC-4.5 CPC-4.5 CPC+4.5 
Ungraded positions: Average salary Savateetnla bem $6, 003 $6, 003 

01 Personal services: 

Permanent positions - = ded $74, 427 $86, 590 $99, O85 
Regular pay in excess of 52-week base 341 367 255 
»ayment above basic rates. -.- 1, 843 3, 742 
Total personal services 74, 768 88, 800 103, 082 
02 Travel - ; . F 14, 156 10, 000 10, 000 
03 Transportation of things---- , 114 200 200 
04 Communication services 3, O86 2. 000 2, 000 
06 Printing and reproduction. - 219 200 200 
7 Other contractual services wacey 12, 800, 903 2, 282, 400 3, 228, O18 
08 Supplies and materials-------- ‘ 30, 815 25, 000 20, 000 
09 2, 104 2, 000 2, 000 
15 Taxes and assessments... -- ia d é 385 400 500 
Total obligations r Eee en 12, 926, 550 2, 411, 000 3, 366, 000 
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Obligations by objects—Continued 


Object classification 


| 
1954 estimate | | 1955 estimate 


1953 actual | 
| 
| 


ALLOCATION TO DEPARTMENT OF THE INTERIOR 


Total number of permanent positions_-_....- | 53 | 51 | 37 
Full-time equivalent of all other positions. __ 7 | 7 4 
Average number of all employees. | 5S 56 | 39 
Average salaries and grades: 
General schedule grades: | | 
Average salary _- | $4, 553 $4, 578 | $4, 608 
Average grade... | GS-48 GS-48 | GS-48 
01 Personal services: | 
Permanent positions__ $237, 587 | 220, 400 | $160, 700 
Other positions - - 19, 441 19, 000 13, 500 
Regular pay in excess of 52-week base - | 939 — 800 | 600 
Payment above basic rates____. | 11, 861 | 10, 000 | 7, 000 
Total personal services 269, 828 250, 200 181, 800 
02 «Travel | 29, 098 19, 000 14, 000 
03 Transportation of things. 3 | 2, 870 | 2, 500 2, 000 
04 Communication services Te | 364 300 200 
05 Rents and utility services ; downs 308 | 100 
06 Printing and reproduction __. : | 816 | 300 200 
07 Other contractual services | 1, 147 1, 200 800 
Services performed by other agencies... 
08 Supplies and materials_. 19, 703 8, 900 6, 000 
09 Equipment 14, 208 5, 100 3, 700 
15 Taxes and assessments__--._-- | 435 | 4100 300 
Total obligations. _.__- 339, 495 | 288, 000 | 209, 000 
SUMMARY 
Total number of permanent positions... _._. » 72 | 74 56 
Full-time equivalent of all other positions..................... 7 | 7 4 
Average number of all employees 74 72 57 
Average salaries and grades: 
General schedule 
#4, 570 $4, 800 $4, 829 
GS-6.7 | GS-71 GS-7.1 
Crafts, protective, and custodial Maredes: | | 
Average salary $3, 076 $3, 116 $3, 116 
Average CPC+4.5 CPC+4.5 CPC+4.5 
Ungraded positions: Average salary $6, 003 $6, 003 
01 Personal services: | 
Permanent positions... $312, | $306, 990 $259, 785 
Other positions... 19, 441 19, 000 13, 500 
Regular pay in excess of 52-week base__.._.._.___. 1, 280 | 1, 167 855 
Payment above basic rates..............._.. kis 11, 861 | 11, 843 10, 742 
Total personal services... 344, 506 339, 000 284, 882 
43, 254 29, 000 24, 000 
03 ‘Transportation of EE a ES 2, 984 | 2, 700 2, 200 
04 Communication serviees__._................ 3, 450 | 2, 300 2, 200 
05 Rents and utility 308 | 
06 Printing and reproduction. 1, 035 500 
07 Other contractual services... ....-.-. 12, 802, 050 2, 283, 600 3, 228, 818 
Services performed.by othervagencies. . 
0&8 Supplies and materials. 33, 900 26, 000 
09 Equipment._.......... 7,100 5, 700 
15 Taxes and assessments 800 
2, 699, 000 3, 575, 000 
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Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year .......-... 22-22... $3, 083, 432 $7, 419, 477 $1, 819, 477 
Adjustment in obligations of prior years 71, 628 
Obligations incurred during the year. _____- 12, 960, 156 2, 400, 000 3, 575, 000 
16, 115, 213 9, 819, 477 | 5, 394, 477 
Deduct unliquidated obligations, end of year ee hii 7, 419, 477 1,819, 477 | 2, 394, 477 
8, 695, 736 &, 000, 000 3, 000, 000 
Expenditures are distributed as follows: 
Out of current authorizations sails a céchubiind 5, 545, 489 1, 600, 000 1, 200, 000 
Out of prior authorizations = = ead 3,1 


50, 247 6, 400, 000 1, 800, 000 


Mr. WieGLeswortu. The committee will come to order and we 
will take up the request for Naval Petroleum Reserves. 1 under- 
stand Captain Miller, Director of Naval Petroleum Reserves, is with 
us and has a brief statement for the committee. We shall be glad 
to hear you, Captain. 

GENERAL STATEMENT 


Captain Thank you. 

The Office of Naval Petroleum Reserves was re-established in 1927 
as a part of the Office of the Secretary of the Navy. A directive 
issued by the Secretary dated June 6, 1944, redetined this office as 
“Office of the Director, Naval Petroleum and Oil Shale Reserves”’ 
with duties as follows: To take custody and charge of the reserves 
on behalf of the Secretary; to formulate plans and programs for the 
exploration, prospecting, conservation, protection, development, use, 
and operation of such reserves and for the production of oil therefrom; 
to make recommendations to the Secretary with respect thereto; to 
execute such plans and programs as are duly approved; and to consult 
with the bureaus and other offices of the Navy Department and other 
Government departments and agencies to the extent necessary for 
the administration and control of such reserves. 

The reserves consist of — 

Naval Petroleum Reserve No. 1 (Elk Hills, Calif.) 
Naval Petroleum Reserve No. 2 (Buena Vista Hills, Calif.) 
Naval Petroleum Reserve No. 3 (Casper, Wyo.) 
Naval Petroleum Reserve No. 4 (Alaska) 
Naval Oil Shale Reserves Nos. 1, 2, and 3 in Colorado and 
Utah. 
Plans with respect to these reserves are invariably worked out in 
consultation with the Armed Services Committees of the Congress. 

The current projects for which funds are being requested for the 
fiscal year 1955 are: 

(1) Administration of the reserves, including field office expenses, 
employment of expert consultants, and transfer to the United States 
Geological Survey for its work in connection with the naval petroleum 
and oil shale reserves. 

(2) Navy’s share of routine operation and production costs under 
the unit contract in both The Shallow and Stevens Zones of Naval 
Petroleum Reserve No. 1, and remedial and protective maintenance 
in this reserve. 


( 
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(3) Continuation of investigation of Naval Oil Shale Reserve No. 2 
initiated in fiscal year 1954 by the United States Geological Survey. 

(4) Continuation of work by the United States Geological Survey 
on the final report of exploration in Naval Petroleum Reserve No. 4, 
Alaska. 

Only custedial functions are planned in fiscal year 1955 for Naval 
Petroleum Reserve No. 3 and Naval Petroleum Reserve No. 4. 

From fiscal year 1916 through fiscal year 1953, the total income from 
all sources from the naval petroleum reserves was approximately 
$106 million. During the same period, all capital and noncapital 
expenditures have aggregated approximately $114 million, of which 
in excess of $47 million has gone toward the Alaskan exploration 
program. The balance has been utilized in development of the 
700 million barrel reserves in the Elk Hills oil field. 

The known productive Government lands of Naval Petroleum 
Reserve No. 2, entirely leased to private parties, return annually 
approximately $800,000. On the basis of production increases 
recently recommended for Naval Petroleum Reserve No. 1, the annual 
return from this reserve should approximate $20,500,000, thus per- 
mitting a yearly deposit in the United States Treasury of approxi- 
mately $21,300,000 from Naval Petroleum Reserves Nos. 1 and 2. 

Should Naval Petroleum Reserve No. 1 be put on emergency pro- 
duction, pursuant to a joint resolution of Congress, at a rate of 
100,000 barrels per day for example (50,000 from the Shallow Zone 
and 50,000 from the Stevens Zone), the Government’s share thereof 
would aggregate 44,486 barrels daily from the Shallow Zone, having 
a present value of $2.44 per barrel, and 39,654 barrels daily from the 
Stevens Zone, having a present value of $3.15 per barrel; the total 
daily income from this production would then aggregate $108,546 
from the Shallow Zone and $124,910 from the Stevens Zone, or, in 
all, $233,456. This sum would total, per,annum, $85,211,440 for oil 
alone which, with additional income from the sale of gasoline and 
other hydrocarbons, would bring the total revenue to the Government 
to approximately $87,600,000 annually. 

It may therefore be emphasized that the planned operation for 
fiscal year 1955 will bring a large immediate return to the United 
States Treasury and that a capital investment is being made toward 
substantially greater returns at such time as Naval Petroleum Reserve 
No. 1 may be opened to emergency production. 

Mr. Chairman, I have recently taken this position as Director, 
and as such I have not full knowledge of this budget prepared by 
Commander Carson. I relieved him as Director on the 15th of March. 
I therefore ask your permission to turn the questioning part of the 
budget over to him. He has full knowledge of the budget. 

Mr. WiaecLesworts. Thank you, Captain. 


FUNDS AVAILABLE 


This request is apparently for $3,575,000. ‘There was an appropria- 
tion in 1953 of $13,250,000. No new money seems ‘to have been made 
available in fiscal 1954; however, a footnote would indicate that 
$2,400,000 was transferred from prior appropriations for Naval 
Petroleum Reserve No. 4, Alaska. In other words, as I understand, 
this request for $3,575,000 would compare with funds received through 
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transfer to the extent of $2,400,000 in the current fiscal year. Is 
that correct? 

Commander Carson. That is correct as far as the money’s being 
made available, Mr. Chairman. However, the $2,400,000 which was 
made available in 1954 did not represent all of the funds available 
for the operation of the Reserves during this fiscal year. There was a 
carryover from the prior fiscal year of 1953—— 

Mr. Wiaciesworrs. Of how much? 

Commander Carson. I believe at the end of the year it was approx- 
imately $7.4 million, sir. 

Mr. Wiacieswortu. Off the record. 

(Discussion off the record.) 

Mr. Wiaciesworts. That carryover is merely unexpended but 
obligated funds, is it not? 

Commander Carson. That is correct, sir. 


OBLIGATIONS AND EXPENDITURES 


Mr. Wiae.teswortH. Can you give me an obligation figure or an 
expenditure figure as of some recent date against the $2,400,000 which 
you received by transfer? 

Commander Carson. The obligated and committed amount of this 
transfer of $2,400,000 as of January 31, which represents the latest 
billings we have had from Standard Oil of California, is $2,375,000. 

Mr. Wiaciesworts. Of which how much was obligated? 

Commander Carson. That $2,375,000 has been obligated. Only 
$25,000 has not been obligated and it will be obligated by the end of 
this fiscal year. 

Mr. WicGLeswortu. I understood you to use the words obligated 
or committed. 

Commander Carson. Obligated and committed. 

Mr. WiaeLteswortx. How much of the $2,375,000 was obligated 
as distinct from committed? 

Commander Carson. Approximately $75,000 has been committed 
but not yet obligated, which would leave approximately $2,360,000 
already obligated. 

Mr. Wicaiteswortn. Have you an expenditure figure? 

Commander Carson. The total expenditure figure for naval 
petroleum reserves as of December 31 was approximately $4,500,000. 
Of the $2,400,000 fiscal year 1954 transfer authorization, $100,516 
has been expended as of December 31, 1953. 

The exact total expenditures during the fiscal year as of December 
31, 1953, were $4,347,043. 


TRANSFER FROM NAVAL PETROLEUM RESERVE NO. 4, ALASKA 


Mr. Wiae.ieswortn. I note that the request of $3,575,000 for 
fiscal 1955 is said to include $250,000 for activities previously carried 
under ‘“‘Naval Petroleum Reserve No. 4, Alaska.” 

Commander Carson. That is correct, sir. 

Mr. WiaG.ieswortH. What is the explanation of that? 

Commander Carson. It consists principally, or almost entirely, 
of two items, one being for custodial functions in the reserves. 
Since the suspension of the exploration program the reserves are in 
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a caretaker status. We maintain an inspector at Fairbanks with 1 
civilian administrative assistant and clerical help of 1 person. At 
Point Barrow we have 4 people, 1 chief caretaker and 3 native Eskimos; 
$75,000 of the $250,000 is for the pay of the civilian personnel up 
there and for the transportation of such things as may be necessary 
to make minor repairs. 

Mr. Wiaeieswortu. Why the transfer from ‘Naval Petroleum 
Reserve No. 4, Alaska’’? 

Commander Carson. We used to have a separate appropriation, 
one for Naval Petroleum Reserve No. 4, Alaska, and a separate appro- 
priation called “Operation and conservation of naval petroleum 
reserves.’’ We handled the domestic reserves out of that latter appro- 
priation title but the Alaska exploration program was carried out 
under the former appropriation title. In 1954 our appropriation was 
given to us in one title, just “Naval petroleum reserves,” so these 
functions that ordinarily would have been paid under an Alaskan 
apprepriation, had we had one, this year comes under the new appro- 
priation title ““Naval petroleum reserves.” 


APPROPRIATION INTRODUCTION 


Mr. Wiaeiesworrn. Without objection, we will include in the 
record at this point page 2 of the justifications entitled “Appropriation 
introduction.” 

(The matter referred to is as follows :) 


Naval petroleum reserves— Appropriation introduction 


Fiscal year | Fiscal year Fiscal year 
1954 1955 


1953 
+16, 045 | +$2, 699,000 


The statutory authority under which the Secretary of the Navy may request 
funds for the naval petroleum and oil shale reserves is contained in the act of 
June 4, 1920, as amended (34 U. 8. C. 524), directing hin, “‘to explore, prospect, 
conserve, develop, use, and operate”’ the reserves for naval purposes. 

During fiseal year 1955, protective drilling will continue in the shallow zone of 
Naval Petroleum Reserve No. 1 in the continuing program of stabilizing water 
encroachment which would materially affect the reserves of this field if unchecked. 
Navy’s share of operation and production costs under the unit-plan contract 
represent the next largest portion of the estimate for this activity. 

No request is presented for Naval Petroleum Reserve No. 3, Teapot Dome, 
for fiseal year 1955. Only custodial functions will be performed. 

Geologic mapping, surface sampling, and the drilling of core holes in Naval 
Oil Shale Reserve No. 2 in the Uintah Basin of Utah will be continued in 1955. 
The United States Geological Survey has prepared the estimate for funds required 
and is per‘orming this work. 

Exploration in Naval Petroleum Reserve No. 4, Alaska, has been terminated. 
Custodial functions and preparation of a final comprehensive report by the 
United States Geological Survey represent the total estimate requested for this 
activity. This activity was financed by direct appropriation in prior years. 

Administration of the reserves, including field and office expenses, constitute 
the balance of the request for funds for fiscal year 1955. 


13, 266, 045 2, 699, 000 3, 575, 000 
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Fietp ADMINISTRATION 


Mr. WiccieswortH. The request is broken down into 5 budget 
activities as appears on page 4 of the justifications, the first of which 
is “Field administration,’ which requests $145,000 as compared with 
$163,000 in the current fiscal year. 

How many people are you carrying in the Office of the Director? 

Commander Carson. You are speaking of the civilian personnel, 
Mr. Chairman? We have three on board. 

Mr. Three civilians? 

Commander Carson. Yes, sir. 

Mr. WiaGLesworts. How many military? 

Commander Carson. At the present time there are four military. 
One, however, is assigned on temporary duty and will be detached 
about the Ist of April, which will leave three. It is expected we will 
have one more military engineer assigned to the office sometime during 
this fiscal year and continued during fiscal year 1955. 

Mr. WicGLeswortu. In other words, there is no change between 
the 2 years? 

Commander Carson. No. sir. 


INSPECTION 


Mr. WiaGieswortH. What does “Inspection’’ cover? Is_ that 
personnel also? 

Commander Carson. Primarily personnel. 

Mr. WicGLesworts. How many? 

Commander Carson. It covers the salaries of eight civilians that i 
we have in our office at Elk Hills, the office of the Inspector of Naval 
Petroleum Reserves in California, who is the field representative of 
the Director and who supervises Naval Petroleum Reserve No. 1 and 
Naval Petroleum Reserve No. 2 in California. 

Mr. Eight civilians? 

Commander Carson. Yes. 

Mr. Wiacueswortu. Is that all? 

Commander Carson. Yes. 

Mr. No military? 

Commander Carson. There are two military assigned, the inspector 
and a military assistant. There is also one lieutenant Reserve officer 
being released to inactive duty in May, and we expect to have him 
replaced by an ensign in the Civil Engineer Corps. So it is expected 
our military will be three at Elk Hills. 

Mr. Wiacuieswortu. How busy are those people? 

Commander Carson. They are extremely busy. We have a very 
large operation out there and a considerable number of engineering 

roblems, particularly in the remedial program we instituted last year. 
here are a lot of problems still unresolved and our engineers are 3 
employed full time on those problems. bi. 


ADVANCE TO UNITED STATES GEOLOGICAL SURVEY 


Mr. What is the ‘Advance to the United State 
Geological Survey’’? 
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Commander Carson. In Naval Petroleum Reserve No. 2, as the C 
result of an agreement between the Secretary of the Navy and Sec- stud 
retary of the Interior of some years’ standing, the United States mea 
Geological Survey oversees our lease operations in Naval Petroleum M 
Reserve No. 2. They check and compute the royalty due the United C 
States and inspect the leases to determine the efficiency of operations N 
thereon and to determine whether the lessees are proceeding in ac- mill 
cordance with the terms of the leases. The United States Geological 
Survey has personnel who are engaged in that type of work for the grar 
Department of the Interior, and it has been found by the Navy that pose 
these services can be performed more economically by having the in tl 
United States Geological Survey perform them for us. 195: 
pres 
Navat Perroteum Reserve No. 1 
ave 
Mr. Wiaeteswortu. Budget activity No. 2, Naval Petroleum plet 
Reserve No. 1, requests $3,150,000 compared with $2,212,000 in the that 
current fiscal year, an increase of $938,000. $500,000 of the increase is 
in respect to exploration and development, and $438,000 is in respect 
to operation. M 
Tell us something about that situation. Why the increase? an 1 
Commander Carson. Referring again, if I could for a moment, for : 
to our remedial program, as the result of an engineering study made C 
by the Engineering Committee in 1952 it was determined that there the 
was substantial damage being done to the field by the migration of nan 
oil and by the influx of water into oil-bearing sands. As a result of M 
that investigation and report by the Engineering Committee, it was C 
its recommendation that production in Elk Hills be substantially M 
increased in order to try to correct the situation. A hearing was C 
held before the House Armed Sevices Committee on this recommen- M 
dation, and the Secretary of the Navy then, with the concurrence C 
of the Senate and House Armed Services Committees, approved an read 
increase in production. The average daily production prior to the M 
remedial program was about 5,000 barrels a day. The production revis 
now averages about 22,000 barrels a day. C 
As part of the remedial program we had to work over a number are | 
of wells and put them on production; we had to drill two wells in the unit 
77-2 structure, and open certain wells that had been shut in. As prog 
the production goes up in the field, the cost of operation increases. M 
It does not progress geometrically but you do have increased costs C 
that cannot be avoided. Stan 
Mr. WiacGLeswortn. How many new wells are in the picture? an a 
Commander Carson. There were 39 wells which it was thought ! M 
should be drilled. We have drilled 22 up to the present time. C 
Whether the figure eventually will be 39 or something less or a little care! 
more, we will have to wait until we get further evaluation on the of pr 
results. not 
Mr. WiceLeswortn. You mean that this $1 million for exploration are ¢ 
and development represents the cost of drilling 39 new wells? Stan 
Commander Carson. No; not 39 new wells. It will represent ie M 
approximately 15 new wells at an average cost of approximately Ce 
$40,000 a well, which would total an estimated $600,000. M 
Mr. WicGLeswortn. What is the balance? Cc 
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Commander Carson. The balance is for a pilot water injection 
study in the south flank of the field which is also a proposed remedial 
measure. 

Mr. Wiee.teswortn. What is the cost of that? 

Commander Carson. It is estimated at $400,000. 

Mr. WiaGLeswortnu. I notice that back in 1953 we spent $12.6 
million there. 

Commander Carson. At that time we had a development pro- 
gram going on in which we were drilling wells for development pur- 
poses; that is, to have capacity ready to produce when we needed it 
in the Stevens zone and in the Shallow zone. In the Stevens zone in 
1953 we had as many as 4 rigs running at the same time. At the 
present time we do not have any in the Stevens zone. We had at 
one time 3 rigs in the Shallow zone and now we have only 1. We 
have one exploratory well in the Carneros zone which should be com- 
pleted this fiscal year. There is nothing included in this budget for 
that in fiseal 1955. 

OPERATION 


Mr. Wiaa._eswortu. Project 2B, “Operation,” requests $2,150,000, 
an increase of 438,000 as compared with the current year. Is that 
for salaries? 

Commander Carson. In part, the figure provides for salaries of 
the unit staff; that is, the geologists, the pumpers, gagers, mainte- 
nance men, and everything that goes to maintain the field. 

Mr. How many? 

Commander Carson. One hundred and eighty-six. 

Mr. In 1955? 

Commander Carson. Yes. 

Mr. WicGitesworrn. And how many in fiscal 1954? 

Commander Carson. In fiscal 1954 I do not have the figures 
readily available but I think it was approximately 150. 

Mr. WiaGiesworrs. Please supply the correct figure when you 
revise your remarks. 

Commander Carson. Yes, sir. 1 would like to point out that they 
are not carried on our payroll. Nore._-Number of employees at the 
unit operation in January 1953 before the institution of the remedial 
program was 167. 

Mr. Wiaeieswortu. Are they in this $2,150,000? 

Commander Carson. They are paid by Standard Oil of California. 
Standard bills Navy for that cost and we pay by public voucher after 
an audit by our people. 

Mr. WiaGLeswortsH. Do you have anything to do with the number? 

Commander Carson. No; only that we observe closely and check 
carefully to determine, (1) whether they have an adequate number 
of people to operate the field in a good manner, and (2) that they are 
not overstaffed. All the services performed by Standard in the field 
are at cost to Standard, so it would be of no monetary advantage to 
Standard to hire more people than we need. 

Mr. WiaGiesworrts. It is cost plus, is it not? 

Commander Carson. No, sir. 

Mr. Wiaeieswortu. No plus? 

Commander Carson. No plus. They get no fee or commission of 
any sort. 
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Mr. WiccLteswortu. Do you go to the Standard Oil Co. and say, carri 
“How many people will you put on this job?” or how did you arrive . $75, 
at this figure of $2,150,000? M 
Commander Carson. We arrived at it by estimates based on pre- mitt 
vious experience and monthly costs of operation in the field. We in re 
have producing histories for a good while. We know about how many Ce 
wells we will have in production from time to time and we have cone 
production figures on a per-barrel basis. the 
Mr. WiccLeswortx. How many wells did you say this appropria- Com 
tion request applies to? year 
Commander Carson. The $1 million will provide for approxi- if th 
mately 15 wells. | had 
Mr. Wiceieswortu. I am talking about the $2,150,000 appropria- M 
tion figure. 
Commander Carson. The $2,150,000 will not provide for any new Assi 
wells at all. corr 
Mr. WiccLesworts. How many wells? Ang 
Commander Carson. In the total field we have at the present time that 
999 wells—770 are in the shallow zone and 222 in the Stevens zone, _M 
6 in the dry gas zone, and 1 in the Carneros zone. j is fe 
Mr. Wiccitesworrtu. Is it fair to draw the conclusion that the j encr 
cost is on an average of $2,100 per well for operation? A 
Commander Carson. I think that would be certainly not out of M 
line at all, sir. M 
Navau Perroteum Reserve No. 3 


Mr. Wiac.Leswortn. For budget activity No. 3, Naval Petroleum 
Reserve No. 3, you are requesting nothing for that budget activity? 
Commander Carson, No, sir. 


Navau Ort SHALE RESERVES 


Mr. Wiacieswortu. And for budget activity No. 4, “Naval oil 
shale reserves,’ you ask for $30,000 as compared with $25,000 in the 
current fiscal year. What does that cover? Salaries? ; 

Commander Carson. Salaries and the cost of drilling some core 
holes by the United States Geological Survey in Naval Oil Shale 
Reserve No. 2, Uintah Basin, Utah. ] 
“ Mr. WieGLasworrs. That is for reimbursement to the Geological 

urvey? 

Chaanasasiidie: Carson. Yes, sir. It is a continuation of work started 
last year which will be completed in fiscal 1955. 


Navat Prerroteum Reserve No. 4 


Mr. WiacLeswortu. Budget activity No. 5, ‘‘Naval Petroleum 
Reserve No. 4,” requests $250,000, a decrease of $49,000 compared 
with the current fiscal year, apparently for the maintenance and 
operating expenses of the inspector, Naval Petroleum Reserve No. 4, 
Alaska, located at Fairbanks. Do you have inspectors in the field 
administration and inspectors in the field also? 

Commander Carson. No, sir. The “Inspection” in the budget 
activity field administration refers only to inspection in Elk Hills. 
The salaries of the personnel in Naval Petroleum Reserve No. 4 are 4 
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carried under the budget activity you just referred to in the sum of 
$75,000. 

Mr. Wiacieswortu. Do I understand the Armed Services Com- 
mittee of the House specifically approved this increase of $500,000 
in respect to Naval Petroleum Reserve No. 1? 

Commander Carson. No, sir. As far as this particular project is 
concerned, the Secretary of the Navy, or the Assistant Secretary of 
the Navy, informed both the Senate and House Armed Sercives 
Committees of the projected plan for petroleum reserves in fiscal 
years 1954 and 1955 and asked if they wanted further consultation or 
if there was any matter proposed that they objected to, and we have 
had no indication from them that they objected to our program. 

Mr. WiecLeswortu. Have you had any word from either of them? 

Commander Carson. I cannot say whether the Secretary or the 
Assistant Secretary directly had word or not. There was some 
correspondence about a proposed pipeline from Elk Hills to Los 
Angeles. No funds are included in our request for construction of 
that pipeline. 

Mr. Wicc.Leswortu. This, as I understand from the justifications, 
is for protective drilling in the continuing program against water 
encroachment. 

Any questions on this request, Mr. Ostertag? 

Mr. OstertaG. No questions. 

Mr. Mr. Sheppard? 

Mr. No questions. 

Mr. WicGLeswortn. Thank you very much, gentlemen. 
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THurspAY, Marcu 18, 1954. 
SERVICEWIDE OPERATIONS, NAVY 
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INSPECTION AND SURVEY 

CAPT. JAMES V. BEWICK, USN, PROGRAM CONTROLLER, NAVAL 
COMMUNICATIONS DIVISION 

CAPT. JOE B. COCHRAN, USN, HYDROGRAPHER OF THE NAVY 

JOHN V. EUSTIS, BUDGET ANALYST, HYDROGRAPHIC OFFICE 

CAPT. FREDERICK A. GRAF, USN, SUPERINTENDENT, NAVAL OB- 
SERVATORY 

CAPT. GEORGE F. O’KEEFE, USN, ASSISTANT DIRECTOR, PAN 
AMERICAN AFFAIRS AND UNITED STATES NAVAL MISSIONS 
DIVISION, OFFICE OF CHIEF OF NAVAL OPERATIONS 

COMDR. L. GORDON FINDLEY, USNR, ASSISTANT HEAD, CIVIL AF- 
FAIRS, MILITARY GOVERNMENT BRANCH, OFFICE OF DEPUTY 
CHIEF OF NAVAL OPERATIONS (ADMINISTRATION) 

JOHN A. NUHN, ASSISTANT HEAD, BUDGET AND FINANCE BRANCH, 
OFFICE OF DEPUTY CHIEF OF NAVAL OPERATIONS (ADMINIS- 
TRATION) 

REAR ADM. IRA H. NUNN, USN, JUDGE ADVOCATE GENERAL OF 
THE NAVY 

JOHN H. DILLON, ADMINISTRATIVE ASSISTANT TO THE SECRE- 
TARY OF THE NAVY 

L. FRANK WALLER, ACTING DIRECTOR, EXECUTIVE OFFICE OF 
THE SECRETARY, ADMINISTRATIVE DIVISION, ADMINISTRA- 
TIVE OFFICE, NAVY DEPARTMENT 

FRANK V. KENT, ACTING ADMINISTRATIVE OFFICER, NAVY DE- 
PARTMENT 

REAR ADM. RALPH E. McSHANE, USN, ASSISTANT CHIEF OF NA- 
VAL MATERIAL 

REAR ADM. LEWIS S. PARKS, USN, CHIEF OF INFORMATION 

REAR ADM. EDWARD A. SOLOMONS, USN, DEPUTY COMPTROLLER 
OF THE NAVY 

REAR ADM. EDWARD W. CLEXTON, USN, ASSISTANT COMPTROL- 
LER, DIRECTOR OF BUDGET AND REPORTS 


Amounts available for obligation 


| 
1953 actual | 1954 estimate | 1955 estimate 
: | 


$115, 893,000 | $104,000,000 | $108, 625, 000 
Reimbursements from non-Federal sources. ___. a 2, 684 150, 000 53, 000 
Reimbursements from other accounts. -............-...-- eee 2, 787, 198 3, 206, 000 1,714, 000 
Total available for obligation.................-.-..--.-.. 118, 682,882 | 107,356, 000 110, 392, 000 
Unobligated balance, estimated savings (available for admin- 
108, 415,173 | 107,356,000 | 110, 392, 000 
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Amounts available for obligation—Continued 


Comparative transfer from— 
“Naval personnel, general 
“ Aircraft and facilities, Navy” 
“Ships and facilities, Navy” 
“Ordnance and facilities, Navy”... 
“Service-wide supply and me ce, Navy” 
“Local currency operations, Japan, Department of De- 
fense’’ _ _ 
“Research, Navy” 
Comparative transfer to— 
“Ships and facilities, Navy’’- ; 


1953 actual | 1954 estimate | 1955 estimate 
$1,916,161 | $1,079,000 
110, 904 103, 000 
65, 727 71, 000 | 
4, 541, 410 4, 425,000 
17, 700 
—1, 964, 595 | —99, 000 | 
113, 272, 578 | 113,028,000 | $110, 392, 000 


Note.—Reimbursements from non-Federal sources for 1953 are from the proceeds of sale of saideabe prop- 


erty (40 U. S. C. 481 (¢)). 


Obligations by activities 


The 1954 and 1955 reimbursements represent local revenues 


Description 


1953 actual 


1954 estimate 


1955 estimate 


Appropriated funds: 
1. Administrative headquarters for naval districts, wenn, 


Reimbursements from non-Federal sources: 


1. 
5. 


. Printing equipment 


. Penalty mail_. 
. Contingencies of the 


Direct Obligations 


and stations ___-. 
Servicewide communications 


Naval 

Inter-American affairs and mapper of international 
projects. 

Depart mental 


Total obligations from appropriated funds._._.______ 


Administrative headquarters for naval districts, bases, 
and stations 
Inter-American affairs and “support of international 


Total direct obligations 


Obligations Payable Out of Reimbursements From 
Other Accounts 


$15, 483, 211 
21, 571, 063 
10, 454, 271 

728, 456 


1, 274, 078 | 


12, 689, 296 | 


146, 234 | 
7, 255, 600 
880, 487 | 


110, 482, 696 


$14, 762, 000 
19, 938, 000 
10, 698, 000 

759, 000 


1, 930, 000 
12) 436, 000 


41, 405, 000 
109, 672 


$14, 200, 000 
20, 439, 000 
9, 547, 000 

726, 000 


1, 732, 000 
12, 100, 000 
150, 000 

8, 000, 000 
326, 000 
41, 405, 000 


~ 108, 625, 000 


583, 000 


_ 108, 678, 000 


Administrative headquarters for naval ) bases, 
and stations... nha aden 1, 290, 784 1, 465, 000 55, 000 
Servicewide communications........-...----.---... 767, 908 774, 000 725, 900 
Hydrographic office ...............- ; 122, 000 | 114, 000 114, 000 
Inter-American affairs and support ‘of international | | 
Departmental administration....-........--_--__- 218, 990 105, 000 | 75, 000 
273,717 | 687, 000 695, 000 
Contingencies of the 15, 473 1, 000 
Total obligations payable out of reimbursements | a 
2, 787, 198 | 3, 206, 000 1, 714, 000 
113, 272, 113, 02 28, 000 | “110, 392, 000 


— 


| 
| 
7, 744, 000 | a 
110, 485,380 | 109,822,000 | 
| | 
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Obligations by objects 


| 


Object classification 1953 actual | 1954 estimate 1955 estimate 
SERVICEWIDE OPERATIONS 
Summary of Personal Services 
Total number of permanent positions___...............-..----. 10, 958 10, 588 10, 353 
Full-time equivalent of all other positions.._- 6 5 
Average number of all emplovees................------------- 10, 245 10, 187 10, 030 
Average salaries and grades: 
General schedule grades: 
Craite protective, and custodial —— 
Average RRS. a ee $3, 570 $3, 575 $3, 575 
CPC-6.1 CPC-6.1 CPC-6.1 
Ungraded positions: Average salary ‘ $2, 933 $3, 067 $3, 058 
Personal service obligations: 
Permanent » $41,116,811 | $41, 367, 614 $40, 978, 082 
see ‘ 56, 049 | 69, 400 61, 200 
Regular pay in excess of 52-week base. .........----------- 153, 426 155, 273 152, 930 
rakes... 2, 331, 089 2,010, 215 1, 907, 264 
Total personal service obligations ...........----- vitbwwe 43, 657, 375 43, 602, 502 43, 099, 476 
Direct 
43, 034, 539 42, 456, 712 42, 002, 686 
, 340, 784 1, 566, 012 1, 544, 422 
03 Transportation of things. 211, 661 7, 000 260, 500 
2, 454, 256 2, 753, 71 2, 837, 650 
OS and | 1, 411, 150 1, 792, 564 1, 969, 214 
06 Printing and reproduction ‘ 2, 533, 393 2, 696, 160 2, 418, 716 
07 Other contractual services. _.............-..----.-.-----.- 46, 027, 515 46, 569, 396 46, 030, 212 
Services performed by other agencies_....._._..-___._- 240, 319 380, 000 334, 106 
5, 735, 138 6, 215, 699 6, 165, 860 
09 Equipment... 6, 989, 205 508, 332 4, 790, 
11 Grants, subsidies, and contributions...................-.. 66, 799 109, 500 115, 000 
15 Taxes and 145, 191 152, 925 151, 550 
Total obligations from appropriated funds __________- 110, 189, 950 | 109, 438, 000 | 108, 625, 000 
Reimbursements from non-Federal sources: hak 
08 Supplies and materials 50, 000 20, 000 
Total obligations parable out of reimbursements 
from non-Federal sources. -............-.----.-.-- 2, 684 150, 000 53, 000 
Total divest ebligution®...-.-...5...-............... 110, 192, 634 | 109, 588, 000 108, 678, 000 
Obligations Payable Out of Reimbursements From Other 
Accounts 
01 Personal services... dk 622, 836 1, 045, 790 1, 063, 790 
02 «Travel. tan 40, 600 44,300 
03 Transportation of things_- 3, 900 3, 900 
|. eee 49, 983 118, 600 94, 400 
05 Rents and utility services........._.__.-- 11, 622 29, 200 12, 500 
06 Printing and reproduction... -.._...._...--- 146, 856 142, 610 150, 110 
07 Other contractual services... ._..- 1, 125, 641 1, 321, 900 77, 600 
758 490, 300 254, 200 
11 Grants, subsidies, and contributions... _- 158, 386 
15 Taxes and assessments.................-.-.-----.---.-.-. 5, 200 5, 000 
Total obligations enguued out of reimbursements from 
2, 787, 198 3, 206, 000 1,714, 000 
112, 979, 832 | 112,794,000 | 110, 392, 000 
ALLOCATION TO DEPARTMENT OF COMMERCE 
Full-time equivalent of all other positions wnat 27 
Average num ber of all 38 
01 Personal services: Positions other than $154, 030 
03 Transportation of things. - 1, = 
05 Rents and utility services. 51: 500 
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Obligations by objects—Continued 
Object classification 1953 actual | 1954 estimate | 1955 estimate 
| 
ALLOCATION TO DEPARTMENT OF COMMERCE—continued 
Printing end $43, 520 
07 Other contractual services__... 10, 009 
Services performed other agencies... 393 
08 Supplies and 22, 540 10, 600 
oy Equipment | 36, 595 25,000 }....... 
SUMMARY 
Summary of Personal Services fs 
Total number of permanent positions. ___ , 10, 958 10, 588 $10, 353 
Full-time equivalent of all other positions......__. 46 38 5 
Average number of all 10, 283 10, 219 10, 030 
Average salaries and grades: 
' General schedule grades: 
Average salary... dies $4, 323 $4, 442 $4, 442 
Average grade... G8-6.0 GS8-6.0 GS-6.0 
Crafts, protective, and custodial al grades: 
Average salary ; noe $3, 570 $3, 575 $3, 575 
Ungraded positions: Average salary... chawleniciee $2, 933 $3, 067 $3, 058 
Personal serwier obligations: 
Permanent positions...................--- | $41,116,811 $41, 367, 614 | $40, 978, O82 
Other positions. - A ; 210, 079 188, 400 | 61, 200 
Regular pay in excess of §8-week bese.................... 153, 426 155, 273 152, 930 
Payment above basic rates..................- ae tg 2, 331, 089 2, 010, 215 1, 907, 264 
Total personal service 43, 811, 405 43,7 721, 502, 43, 009, 476 
Direct Obligations 
Appropriated funds: 
@ Personal 42, 575, 712 42, 002, 686 
02 Travel.. 1, 576, 012 1, 544, 422 
03 Transportation of things... 800 260, 500 
0+ Communication services......................... 2, 754, 000 2, 837, 650 
05 Rents and utility services................---...2. 28. 1, 793, 064 1, 969, 214 
06 Printing and 2, 606, 160 2, 418, 716 
07 Other contractual services............ or | 46, 636, 596 46, 030, 212 
Services performed by other agencies. pohidvadachal 240, 712 | 380, 000 334, 100 
Repairs to vessels... __. wi | 21, 500 | : 
08 Supplies and materials.................______. : 5, 757, 678 | 6, 225, 699 6, 165, 860 
0 7, 025, 800 | 4, 533, 332 4, 790, 090 
10 Lands and structures__ 5, 000 
11 Grants, subsidies, and ‘contributions.................. 66, 799 | 109, 500 115, 000 
145, 440 153, 125 151, 550 
Total obligations from appropriated funds_____ -¥ 110, 0, 482, 606 | _109, 672, 00 108, 625, 000 
08 Supplies and 50, 000 20, 000 
Total obligations > out of reimbursements | 
from non-Federal 2, 684 __ 150, 000° 53, 000 
Total direct 485, 5, 380 | 108, 822, 2, 000 00 | 108, 678, 000 
Obligations Payable Out of Reimbursements From Other Accounts 
22,836 | 1, 045, 790 1, 063, 790 
03 Transportation of 3, 900 | 3, 900 
04 Communication services_......................-.-.-..._.. 49, 983 | 118, 600 94, 400 
: 05 Rents and utility services.................-2- 11, 622 29, 200 12, 500 
06 Printing and reproduction...................-......... ‘ 146, 856 | 142, 610 150, 110 
07 Other contractual services. _..................____.. ood 1, 125, 641 | 1, 321, 900 77, 600 
@ Supplies.and materials.....................-...........- 665, 758 490, 300 254, 200 
11 Grants, subsidies, and contributions... 158, 386 | 
F 15 Taxes and assessments................................. 825 | 5, 200 5, 000 
Total obligations payable out of reimbursements from | 
2, 787, 198 | 3, 206, 000 | 
Total obligations. 113, 272, 578 | 118, 028, 000 | 110, 392, 000 
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Analysis of expenditures 


| 1953 actual | 1954 estimate | 1955 estimate 


$68, 414,244 | $36, 945, 639 $14, 370, 841 


Unliquidated obligations, start of year 
Adjustment in obligations of prior vears___._._- 
Obligations incurred during the year_........... 


208, 350 68, 373 |....... mt 
108, 415, 173 107, 356, 000 110, 392, 000 


177, 037, 776 | 144,370, 012 124, 762, 841 


Deduct: 
Reimbursements ae MSE Se eS 2, 789, 882 3, 356, 000 1, 767, 000 
Obligated balance carried to certified claims account. ___- -| 13, 723, 665 18, 443, 171 |. 20, 841 
Unliquidated obligations, end of year__..._..___-. | 36, 945, 639 14, 370, 841 11, 975, 000 
Total expenditures... 123, 578, 590 | 108, 200,000 | 111, 000, 000 


Out of current authorizations. ..................-...-..... 


92, 480, 511 91, 000, 000 98, 000, 000 
Gut of prise 


31, 098,079 | 17, 200, 000 13, 000, 000 


Expenditures are distributed as follows: | 


Mr. WiaeGLeswortu. We will turn now to the appropriation request 
for “Servicewide operations, Navy.” 

Admiral Watkins, Deputy Chief of Naval Operations for Adminis- 
tration, is with us and has a statement for the committee. We will 
be very glad to hear from you, Admiral. 


GENERAL STATEMENT 


Admiral Warkins. Thank you, sir. 

Mr. Chairman and gentlemen, I am Deputy Chief of Naval Opera- 
tions for Administration, representing the Chief of Naval Operations 
for this appropriation request. This appropriation request consists 
of 10 budget activities. The first five and No. 6a are administered by 
the Chief of Naval Operations. The remaining activities of this 
appropriation are administered by the Secretary of the Navy. 


SUMMARY OF ACTIVITIES 


I will summarize briefly the activities. 

For budget activity 1, we are requesting $14,200,000. This amount 
is required for the maintenance and operating costs of the CNO- 
supported offices at 15 naval district and river command headquarters. 
The commandants of these area commands are charged with the 
military command and coordination control of all but a very limited 
number of the naval activities within their geographical areas. 
They coordinate the logistical and operational functions and the 
inspections of these activities. This budget activity also supports 
5 fleld offices of the Board of Inspection and Survey and 8 Naval 
Base and 2 Advance Base Depot Headquarters. It further provides 
for the support of the administrative and security departments at 
17 naval stations. 

The 1955 budget request is $562,000 less than the amount appro- 
priated for this budget activity for 1954. A cutback in basic mainte- 
nance and operating costs and the elimination of support for penalty 
mail has made this reduction possible. This reduction will be accom- 
aes despite a new item of support for the Western Industrial 

ersonnel Security Board and a special project, costing $157,000, 
of transferring Eighth Naval District Headquarters to the United 
States Naval Stations, New Orleans. 
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For budget activity 2, we are requesting $20,439,000. This amount 
is required for the maintenance, operation, and administration of the 
Naval Communication System. This system includes stations, 
facilities, and units located throughout the world. It is an integrated 
network which provides adequate communication support for the 
operating forces, the Navy Department, and the Naval Shore Estab- 
lishment. This budget activity also supports the communication 
departments of certain naval stations and the Potomae River Naval 
Command; the Naval Security Station, Washington, D. C.; certain 
joint agencies and projects: and other miscellaneous communication 
functions. It also supports the Navy’s contribution to the national 
communication intelligence effort. 

An increase of $501,000 is requested for fiscal year 1955. This in- 
crease is due to: (1) The planned installation of new direction finder, 
cryptographic, and special transmitting equipment procured with 
prior year funds and (2) an increase in equipment procurement funds 
for cryptographic aids and devices to improve communication secur- 
ity among and between the operating forces and the shore establish- 
ment, 

For budget activity 3, we are requesting $9,547,000. This amount 
is required for the maintenance and operation of the Naval Hydro- 
hare Office. This is a reduction of $1,151,000 below the estimated 

scal year 1954 level. The missions of the Hydrographic Office are 
derived from statutes. Its major mission is to provide necessary in- 
formation to insure maximum safety of navigation to civilian and mili- 
tary users. This responsibility is accomplished by compiling, con- 
structing, reproducing and distributing nautical and aeronautical 
charts, publications and periodicals. In the category of classified 
strategic operations, the Hydrographic Office is engaged in the joint 
Navy-United States Air Force charting project and in the undersea 
warfare project. These projects require the production and distribu- 
tion of charts and publications of a special nature for military purposes 
covering areas of strategic interest. Each of these projects requires a 
predominance of effort on original work and compilation rather than 
reproduction. 

Reductions totaling $629,000 below the 1954 appropriation have 
been made in the 1955 budget for the undersea warfare project and 
the special Navy-USAF charting project. Completion of some sur- 
veys in United States waters and the substitution of literature 
surveys for field surveys in certain other areas together with com- 
pletion of reprinting certain tactical targeting materials in fiscal year 
1954 have made this reduction possible. 

The remaining $521,400 decrease in fiscal year 1955 is due prin- 
cipally to lowered production and procurement of nautical and 
aeronautical charts. 

For budget activity 4, we are requesting $726,000. This amount 
is required for the maintenance and operation of the Naval Observ- 
atory. This is $33,000 less than that estimate for fiscal year 1954. 
The Naval Observatory furnishes naval, air, and maritime services 
with astronomical data for celestial navigation. It also determines 
and transmits accurate time signals for the entire Nation. Contin- 
uous observations and research in the field of astronomy are con- 
ducted and data thus obtained are published and distributed. The 
work is of a continuing and of a very stable nature. 


a 
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The $33,000 decrease in funds requested for 1955 is made possible that. 
by reduced requirements for printing and reproduction and some plans 
reduction in planned contractual services for nonrecurring mainte- ; phase 
nance items. | servic 

For budget activity 5 we are requesting $1,732,000. This amount naval 
is required for the support of the Inter-American Affairs program, | a quent 
the administration of island governments, and for certain unified com- ; Th 
mands. This is a reduction of $198,000 below the 1954 level. The ; categ 
Inter-American Affairs program provides the support for naval mis- ; 30 pe 
sions and advisory groups in Latin-American countries. These mis- ; of fle 
sions provide the media through which naval training and operatin ia 1954. 
procedures of the United States Navy are introduced and standardizec | 3 Th 
within the navies of Latin American countries. 14 the fi 

Support for the island governments is limited to the Northern i | throu 
Marianas, less the island of Rota. It is provided in accordance with : perso 


Executive Order 10408 of November 10, 1952, amended by Executive | 4 meth 


Order 10470 of July 17, 1953. These orders directed the Secretary | a we hi 
of the Navy to take such action as may be necessary and appropriate, 1a as a 
and in harmony with applicable law, for the administration of civil | 4 powe 
government in these islands. The project for support of unified com- 3 tool f 
mands provides the necessary operating costs for the staffs and head- to m 
quarters of the United States Pacific and Atlantic Commands. In . 
addition to their operational and strategic responsibilities, these uni- | 9 
fied commanders are responsible to the Joint Chiefs of Staff for the | 4 
coordination of logistic and administrative support of the Army, | 3 Mi 
Navy, and Air Force components within their areas. The end product On 
of these commands is a balanced program to obtain maximum military budg 
effectiveness. item 
The reduction in this budget activity is mainly the result of a de- ' W! 
crease in nonrecurring projects on Saipan. Early in fiscal year 1955, { Co 
the civil administration unit on Saipan will complete the moving of zatio 
its facilities to a new location on high ground where it will be far more aces 
secure from typhoon and tidal-wave damage. = 
Budget activity 6a supports the departmental costs of the Office of on 
the Chief of Naval Operations. $3,552,000 is requested for fiscal year Th 
1955. This is a reduction of $282,000 from the estimated fiscal year milit 
1954 cost. This activity provides the operating support (other than deter 
military pay and allowances) for the Office of the Chief of Naval vidui 
Operatiors. This includes funds for civilian salaries, travel, communi- We | 
cation services, printing, supplies and materials, equipment, main- yet. 
tenance of office spaces and rental of tabulating equipment. M 
The Chief of Naval Operations acts as principal naval adviser to Ce 
the President and the Secretary of the Navy on the conduct of war. Chic 
He is the priacipal naval adviser and naval executive to the Secretary 
of the Navy on the conduct of the Naval Establishment and is a M 
member of the Joint Chiefs of Staff. He commands the Operating fy 
Forces and is responsible to the Secretary of the Navy for their use, . is 
includiog their training, readiness, and preparation for war. The ‘ 1 
major organizational subdivisions of the Office of the Chief of Naval aan 
Operations cover the fields of executive direction, military personnel, 3 C 
administration, operations, logistics, and aviation. I wish.to stress ; M 
thet this is not merely an administrative office, but that the major 2 


operating divisions are primarily charged with military planning and 
coordinating responsibilities. This is the staff office which insures 
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4 
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that we have a unified naval effort with proper balance between naval 
plans and programs, proper emphasis and priorities in the numerous 
phases of naval operations and a coordination of effort with our sister 
services. The increase in the size of the fleet and in the high state of 
naval readiness achieved in the last several years has seen a conse- 
quent increase in responsibility and work of this office. 

The fiscal year 1955 reductions have been effected in nearly all 
categories of cost. The most significant is a cutback of approximately 
30 percent in printing and reproduction requirements because revision 
of fleet manuals and publications will near completion in fiscal year 
1954. 

The estimates contained in this budget were initially prepared at 
the field activity level and have been carefully screened and analyzed 
through several echelons of review. Past experience, workload and 
personnel reports, and individual activity inspections are some of the 
methods we used to insure that our estimates are valid. In addition, 
we have established comptrollers in several of our district headquarters 
as a means of providing centralized control over all funds and man- 
power allocated to the commandant. This bas proven an effective 
tool for better management. We propose to extend this organization 
to more of our activities in the future where and when feasible. 


WESTERN INDUSTRIAL PERSONNEL SECURITY BOARD 


Mr. WiecieswortH. Thank you, Admiral. 

On page 2 of your statement you refer to the fact that the 1955 
budget request is $562,000 less than in the current year, despite a new 
item of support for the Western Industrial Personnel Security Board. 

What is that organization? 

Commander Mrrianpt. The Western Security Board is an organi- 
zation that has recently been established under the aegis of all three 
services. 

The Navy’s responsibility is in the Western Board in San Fran- 
cisco. The Army has a board that it is responsible for in New York. 

The responsibilities are principally in industrial activities where 
military contracts may exist in working with cases referred to them to 
determine the security sensitivity of an individual. They hear indi- 
vidual cases. It has only recently been established in San Francisco. 
We have not had a full report on the first activities of this Board as 
yet. It is in the formative stage at the present time. 

Mr. Wiaeteswortu. Has the Air Force a comparable setup? 

Commander Meitanpt. The Air Force has a comparable board in 
Chicago, sir. 

PERSONNEL 


Mr. WicG.Leswortn. I do not suppose there is a very large number 
of personnel involved, but do you know how big the setup is? 

Commander MeILanpt. It is not a large number. There are five 
civilian personnel. 

Mr. Overall? 

Commander MeiLanpt. No, sir, in the Western Board only. 

Mr. WieaLeswortH. You referred to organizations in San Fran- 
cisco, Chicago, and New York. 
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Commander Meruanpt. Yes, sir. The Air Force sponsors the |g 
Chicago Board, sir, and the Army sponsors the New York Board. 

Mr. WiceLeswortu. And your answer refers only to the San Fran- 
cisco setup where you have five civilians? 

Commander MerLanpr. Yes, sir. 

Mr. Wice.Lesworrn. And no military personnel? 

Commander Metianpt. No military personnel are engaged in those 
functions. 

AVAILABLE FUNDS 


Mr. WiaGLeswortH. The overall request here seems to be for 
$108,625,000, as compared with an appropriation in the current fiscal 
year of $104 million, but if we include the estimated reimbursements 
and comparative transfers we apparently come up with an overall 
figure for 1955 of $110,392,000, as compared with $113,028,000 in 
1954. Is that correct? | 

Mr. Stock. Yes, sir; that is correct, Mr. Wigglesworth. 


COMPARATIVE TRANSFERS 


Mr. WiceLeswortnu. There is a footnote in reference to the 1955 
request indicating that the sum in question includes $5,745,000 for 
activities previously carried under appropriations. ; 

Will someone please explain briefly, when the remarks are revised, 
the reason for each one of these transfers? | 9 

Mr. Srock. Yes, sir. 

(The information requested is included in the following table:) | 


| SWON | 


Explanation of comparative transfers 
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OBLIGATIONS AND EXPENDITURES 


Mr. WicGLeswortH. Can you give me an obligation and expendi- 
ture figure as of some recent date? 

Mr. Stock. Yes, sir. 

As of January 31, out of the total funds available this fiseal year 
in the amount of $109,572,000, which ineludes our reimbursements, 
we had committed and obligated $89,870,000. This is 82 percent of 
the funds available. 

Mr. Wiae.tesworts. How much was obligated? 

Mr. Srock. $71,755,000, or 65 percent of the funds available. 

The expenditures were $64,272,000, or 59 percent of the funds 
available. 

Mr. Wiaaiteswortu. As of the same date? 

Mr. Srock. January 31, yes, sir. 

Mr. WiaGieswortnu. Now, off the record. 

(Discussion off the record.) 

Mr. Wiacieswortnh. What unobligated balance, if any, do you 
anticipate as of June 30, 1954? 

Mr. Stock. For this fiscal year we anticipate approximately $2,139,- 
000, which has already been reserved, and perhaps an additional 
unobligated balance remaining in our field allotment accounts of 
something in excess of half a million dollars. 

So, I would say that a rough estimate would be $2,700,000, of which 
$2,139,000 is a definite reservation at this date. 


APPROPRIATION INTRODUCTION 


Mr. WiaGieswortn. Without objection we will include in the 
record at this point pages 2, 3, and 4 of the justifications entitled, 
“Appropriation introduction.” 

(The matter referred to is as follows:) 


Servicewide operations, Navy— Appropriation introduction 


Fiscal year Fiscal year | Fiscal year 
1953 | 1054 | 1955 


Appropriation or estimate... $115, 893,000  $104,000,000 | $108, 625, 000 
—5, 410,304 | +-5, 672, 000 | 0 
Total obligations payable from appropriated funds..._...| 110, 482,696 | 109, 672, 000 108, 625, 000 


OFFICE OF THE CHIEF OF NAVAL OPERATIONS 


A total of $50,196,000 is requested for fiseal year 1955, which represents a 
decrease of $1,725,000 below the level for fiscal year 1954. The net decrease is 
composed of an increase in one budget program and decreases in the remaining 
budget programs. The increase and decreases are as follows: A decrease of 
$562,000 for budget activity 1, ‘Administrative headquarters for naval districts, 
bases and stations,” which is primarily due to a reduction in maintenance and 
operation expenses; an increase of $501,000 for budget activity 2, ‘“Servicewide 
communications,” which is primarily requested for installation of electronic 
equipment procured with prior year funds, procurement of cryptographic aids 
and devices, and for additional communication facilities: a decrease of $1,151,000 
for budget activity 3, ‘‘Hydrographic Office,’’ most of which is due to a reduction 
in surveys, procurement and production of ebarts and publications; a decrease of 
$33,000 for budget activity 4, ‘“Naval observatory,”’ which is primarily nonre- 
curring printing, equipment procurement, and contractual services; a reduction 
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of $198,000 for budget activity 5, ‘Inter-American affairs and support of inter- 
national projects,’ which is composed of a reduction of $190,000 in special projects 
for the island government administration program and a decrease of $8,000 in the 
administrative support for unified commands and naval missions; and a decrease 
of $282,000 for budget activity 6A, “Departmental administration, Chief of 
Naval Operations,”’ which in part is the result of completion of the printing of the 
remaining volumes of the naval warfare publications. 


OFFICE OF THE JUDGE ADVOCATE GENERAL 


The Office of the Judge Advocate General has cognizance of all major phases of 
military, administration, legislative and applied law incident to the operation of 
the Naval Establishment. It also provides for legal counseling and legal service 
to the Navy in a variety of fields, including taxation, legal assistance, international 
law, and pay and allowances of military personnel. For this project $771,000 is 
requested in 1955 as compared to $780,000 planned in 1954. 


EXECUTIVE OFFICE OF THE SECRETARY 


Budget activities 6C, 7, 8, and 10 contained in this justification set forth the 
1955 fiscal year requirements for (1) the top administrative echelon in the Navy 
Department, (2) their field programs, and (3) expenses for official representation 
and certain travel by Members of Congress. 

In total, $16,175,000 is requested for 1955 for these activities as compared to a 
planned program of $15,814,000 in 1954. Of the total requested in 1955, $13,- 
621,600 is for the support ot 1,201.8 man-years of departmental and 1,458.4 
man-years of field employment. Expenses other than salaries (travel, communi- 
cations, rental of tabulating equipment, printing, office supplies and equipment) 
total $2,533,400 for fiscal year 1955, an increase of $183,250 as compared to 
$2,350,150 planned in 1954. 

The funds requested support the civilian salaries and administrative expense 
for the immediate Office of the Secretary (including his civilian executive assist- 
ants) and a collective group of staff offices known as the Executive Office of the 
Secretary to provide policy control and business and logistic administration for 
the Naval Establishment. 

Field programs include records management, civilian position classification, 
the dissemination of news items concerning military personnel, financial audit, 
cost inspection, and printing equipment procurement for the Navy’s consolidated 
printing plants. The detail concerning the increased requirements is contained 
under the “Summary of obligations, by budget activity.” 


OTHER PROGRAMS 


Budget activity 9 provides support for the penalty mail expenses estimated 
to be incurred under Public Law 286, 83d Congress, by the offices which are funded 
by this appropriation. It is estimated that $326,000 will be obligated by these 
offices for their usage of the penalty mail indicia in fiscal year 1955. 

Budget activity 10 supports, in addition to the two projects indicated above 
under ‘Executive Office of the Secretary,’’ the extraordinary military expenses 
program. The 1955 estimate for the support of this program is $41,157,000. 

Mr. Wiaeteswortu. Are there any general questions before we 
take up the individual activities, Mr. Ostertag? 

Mr. Ostrertaa. No; I have no questions, Mr. Chairman. 

Mr. Mr. Sheppard? 

Mr. Suepparp. The statement speaks for itself. 


TRANSFER OF INSPECTION SERVICE COSTS 


Mr. Wiacieswortnu. I notice there is one language change re- 
quested here, which inserts after the words “River-Commands”’ and 
before the words “and other servicewide operations, 
“the cost. inspection service,’’. 

What is the reason for that change in language? 
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Mr. Srocx. That was because of the transfer of that function from 
the Bureau of Supplies and Accounts to the Secretary’s Office. The 
function is now being handled in the Comptroller’s organization. 

Mr. Wieciteswortn. As of what date was that transfer effective? 

Admiral CLexton. December 1, 1953. 

Mr. WiaGieswortH. What was the reason for that transfer? 

Admiral Ciexron. The reason for that transfer was that the Na- 
tional Security Act, and its amendments of 1949, requires the Comp- 
troller among other duties to operate an internal audit section. After 
considerable study the Secretary decided that the cost inspection serv- 
ice was, in fact, part of the audit group and should be transferred to 
the Comptroller. 

Mr. WicGiesworts. It appears from page 6 of the justifications 
that this appropriation request is broken down into 10 budget activi- 
ties, of which 5% budget activities are under your jurisdiction. Is 
that right, Admiral? 

Admiral Watkins. That is correct, sir. 

Mr. WicaiesworrnH. And the balance will be justified by repre- 
sentatives from the Office of the Secretary? 

Admiral Warkxins. That is correct, sir. 


ADMINISTRATIVE HEADQUARTERS FOR NAvAL Disrricts, Bases, AND 
STATIONS 


Mr. WiacieswortH. Budget activity No. 1, “Administrative head- 
quarters for naval districts, bases and stations,” requests $14,200,000 
for the fiscal year 1955, a decrease of $562,000 as compared with the 
current fiscal year. 

This budget activity is, in turn, broken down into five projects on 
page 13 of the justifications, and it is covered on pages 13 to 25, 
inclusive. 

Four of the projects in this activity reflect decreases, the fifth being 
substantially the same in both the fiscal years 1954 and 1955. 


NAVAL DISTRICTS AND RIVER COMMAND HEADQUARTERS 


The largest request for money is in respect to project 1A, “Naval 
districts and river command headquarters’’ where the request for 1955 
is for $6,237,600, a decrease of $345,400 compared with 1954. The 
justifications indicate that the Shore Establishment is divided into 
15 naval districts. How many river command headquarters are there? 

Commander Meritanpt. Mr. Wigglesworth, the 15 naval districts 
include one river command headquarters, the Potomac River Naval 
Command. In addition there is the Severn River Naval Command 
which is not dependent upon this budget for its support. 

Mr. WigG.Leswortu. So that the only river command headquarters 
which is involved in this figure is included within the 15 naval districts? 

Commander Yes, sir. 

Mr. Wiacieswortn. I take it that the lettered paragraphs on 
pages 14 and 15 of the justifications are a breakdown of the principal 
functions at these 15 naval districts, are they not? 

Commander MEILANDT. Yes, sir. 

Mr. Wiee.eswortu. These refer to district planning offices, district 
Naval Reserve programs, district civilian personnel directors, boards 
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of United States civil service examiners, district legal offices, district 
fire marshals and district security offices, district civil engineer offices, 
physical evaluation boards and other functions. 

here is a breakdown on page 18, speaking in terms of 1953-55, 
showing the actual and estimated cost for each of the naval districts 
involved and for the Potomac River Naval Command, all of which 
reflect decreases as compared with the fiscal year 1954, except the 
8th Naval District, New Orleans, in respect to which there is a 
request for $500,400 in 1955, as compared with $364,700 in 1954. 
Why that increase? 


RELOCATION OF 8TH NAVAL DISTRICT OFFICES, NEW ORLEANS 


Commander MerLtanpr. That is because of the inclusion in the 
1955 estimate of $157,000 as a special project for the relocation of the 
district headquarters offices located in the Federal Building in New 
Orleans, and which are to be relocated within the naval station, New 
Orleans, across the river in Algiers. 

Mr. Wiac_eswortu. What is the necessity for the move? 

Commander MerLtanpt. The proposed move is the result of in- 
quiries to the field in order to determine areas in which important 
savings could be made. 

The commandant of the 8th Naval District replied and _ indi- 
cated that by vacating the space presently occupied by the Navy in 
the Federal Building in New Orleans, that the General Services 
Administration would be enabled to discontinue several leases for 
other Federal agencies in New Orleans in order for them to go into 
the Federal Building, and the Navy, in turn, occupying space which 
has become available in the naval station, New Orleans. 

This money is required to finance the rehabilitation of this space 
in the naval station and also to move equipment and personnel 
across the way. 

This is a self-amortizing project in itself. It is estimated that a 
total in excess cf a quarter of a million dollars per year will be saved 
by doing this. 

Mr. WiaaLeswortn. $250,000 a year? 

Commander MeILanptT. Yes, sir. 

Mr. Wiac.tesworts. How-are you going to effect that saving? 

Commander MerLanpt. Presently there are a large number of 
naval personnel who are working in the Eighth Naval District Head- 
quarters on the New Orleans side of the river. They are entitled to 
subsistence and quarters at the present time. When they are located 
on the other side of the river they will then become tenants in existing 
dormitory space and will be subsisted by the messes which exist on 
the station at this time. 

When I say $250,000 per year, this is a net figure, taking into 
consideration the additional housekeeping that would be required in 
the naval station in order to take care of these additional personnel. 

Mr. Saepparp. And you are also saving on the rental; are you not? 

Commander MeiLanpr. Yes, sir. That is a saving that accrues 
to the Government by cancellation of GSA leases. The latest esti- 
mates of the savings that will result from the move are $119,250 to 
the Navy and $154,000 to GSA for a total in excess of $250,000. 
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Mr. WiaGLeswortu. As a matter of policy is there any tendency 
to expand or to contract the functions in the naval district head- 
quarters? 

Commander Metnanpt. No, sir. 

Mr. Wicaiteswortu. The Navy is pursuing just about the same 
policy as it has with respect to the duties and responsibilities at 
naval district headquarters in terms of centralization or decentrali- 
zation of functions? 

Commander MerLanpr. That is correct, sir. 

Mr. Wicaiesworrn. Is this decrease primarily in personnel, or 
what does this decrease of $345,000 represent in this project 1A? 

Commander Meinanpt. I have an approximate breakdown of 
that, sir. 

One hundred thirty-three thousand and five hundred dollars is in 
personnel costs. 

Forty-one thousand dollars is in travel money. 

One hundred sixty-six thousand dollars is in postage. 

Twenty-six thousand dollars is in printing. 

Forty-four thousand dollars is in general supplies. 

Five thousand dollars is in equipment, and there is a net increase 
in special projects, an increase of $70,000 over last year. 

Mr. WiaGLeswortH. Any questions on project 1A, Mr. Ostertag? 

Mr. Osrertrac. No question. 

Mr. No questions. 


POSTAGE——PENALTY MAIL 


Mr. WiaaieswortH. You mentioned an item of $166,000 decrease 
in postage. What does that mean? 

Commander Mertanpt. We have included postage charges in the 
1954 budget. These charges are for penalty mail under the 1954 
appropriation. For fiscal year 1955 the charges have been trans- 
ferred to another activity in this appropriation, Activity No. 9. 

Mr. Wiae._eswortsh. In other words, it is a reduction in respect 
to this particular project but not any real saving; it is a transfer, 
rather? 

Commander MeILanptT. Yes, it is a transfer of funds. 


BOARDS OF INSPECTION AND SURVEY 


Mr. For project 1-B, “Inspection and survey,” 
$124,200 is requested, approximately the same amount as in the cur- 
rent fiscal year. 

Commander Yes. 

Mr. WiaGieswortn. Apparently this is to maintain and operate 
five field offices of the Boards of Inspection and Survey, located at 
San Francisco, New York, Norfolk, Pearl Harbor, and San Diego. 

Admiral Warxins. That is correct. 

Mr. WicGLeswortu. The justification states that the functions of 
these offices are to inspect new and converted ships for construction 
and suitability for the purpose intended, to conduct trial runs of vessels 
and make recommendations on acceptance of the ships by the Navy; 
to survey and recommend disposition of vessels which are considered to 
be beyond economical repair; and to ascertain and report on the 
material condition and performance capabilities of active Naval vessels. 
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How big a staff do you carry for this work? 

Commander Memanpt. We are supporting 19 man-years, during 
the coming year, so far as civilian personnel is concerned. 

Mr. WicGLesworts. How many military, if any? 

Commander Mertanpt. There are 39 military in this program at 
the present time; that is, in the 5 offices. 

Mr. Wicc.iesworth. Fifty-eight people at these five places? 

Commander Yes, sir. 

Mr. Suepparp. Will you tell us the rank of the military involved 
in this project? 

Commander Metmanpt. Commader Cameron, of the Board of 
Inspection and Survey, can supply that information. 

Commader Cameron. I would say the sub boards are commanded 
by captains, except in special cases, such as at San Francisco. The 
officer at San Francisco is in charge of two boards and is an admiral; 
the other offices are headed up by captains. It is the practice to 
have the senior members of the boards of sufficient rank that they are 
senior to the commanding officers of the ships they inspect. 


NAVAL BASES AND ADVANCE BASE DEPOTS 


Mr. Budget activity 1C, “Naval bases and ad- 
vance base depots,’’ requests $1,915,200 or $15,000 less than the 
current fiscal year. This refers to how many naval bases and advance 
depots? 

Commander Merrtanpr. Eight naval base headquarters and two 
advance base depot headquarters. 

Mr. WiaeLeswortu. I take it that the breakdown of these bases 
and advance base depots is on page 22 of the justifications, which 
speaks in terms of 1953, 1954, and 1955, reflecting a decrease in 7 of 
the items, and approximately the same figure in the other 3 items. 

The justification indicates that these activities are small adminis- 
trative shore command headquarters established to coordinate the 
efforts of several naval activities in a localized geographical area. 

Are these areas smaller than the naval district, for instance? 

Commander Merianpt. They are within the naval district, and 
generally are employed at the port area. 

Mr. WieeLeswortsh. How much personnel is involved in this work? 

Commander Merianpt. There are 318 man-years provided for In 
the fiscal year 1955 request. 

Mr. Wieeiesworta. Civilians? 

Commander Yes, sir. 

Mr. Wiaa.ieswortn. What is the comparative figure for 1954? 

Commander Meitanpt. The same, 318. 

Mr. Wiae.ieswortu. Is there any military personnel? 

Commander Meitanpt. There are military staffs at each of these 
headquarters. They are of various sizes but generally quite small. 
There are 60 officers and 230 enlisted men planned for the fiscal year 
1955, for the entire program. 

Mr. WiecieswortH. What is the comparable figure for 1954? 

Commander MerLanpvt. 58 officers and 255 enlisted personnel. 
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NAVAL STATIONS 


Mr. Project 1-D, “Naval stations,’ requests 
$5,923,000 or a decrease of $161,700 as compared with the current 
fiscal year. How many naval stations are there? 

Commander MerLanpt. Seventeen naval stations. 

Mr. Wiceieswortu. The same number as you had in the current 
fiscal year? 

Commander MerLanpt. The same as now exists; yes, sir. 

Mr. Wiae.eswortnH. The stations are listed in the table, I take it, 
at page 24 of the justifications? Each one of the items shows a 
decrease as compared with the current fiscal year. What is this 
expected to cover? 

Commander MriLanpr. It covers the operation of the Administra- 
tion and Security Departments in the 17 naval stations. The Security 
Department includes the fire-fighting and guard forces. 

Mr. WiaGieswortnu. I note that the justification states that more 
than 80 percent of the personnel supported in this project, are engaged 
in the functions of fire fighting and security services of all types. 

Commander Meriianpr. That is correct. 

Mr. Wiaciteswortn. What is the total personnel contemplated, 
and what is the comparable figure for this year? 

Commander Merianpr. We provide for 1,316 man-years in fiscal 
1955; in 1954, the man-year figure is 1,339 civilians. 

Mr. WiaGieswortn. And are there some military personnel? 

Commander Merianpr. There are some military personnel en- 
gaged in fire-fighting functions. 

Mr. How many? 

Commander Merianpt. In the overall? 

Mr. In project 1—-D. 

Commander Mrintanpr. There are presently 92 officers and 584 
enlisted personnel engaged in the functions supported by this project. 

Mr. WieeieswortH. What do you contemplate for 1955? 

Commander Mrttanpr. In 1955, 92 and 570. 

Mr. WiaeLesworta. Any questions on B, C, D, or E? 

Mr. OsrertaG. No questions. 

Mr. Suepparp. No questions. 


SERVICEWIDE COMMUNICATIONS 


Mr. WicGieswortu. Budget activity No. 2, ‘Servicewide com- 
munications,” requests $20,439,000, or an increase of $501,000 over 
the current fiscal year. This is covered on pages 26 to 38, inclusive, of 
the justifications, and is broken down into four projects as appears 
on page 26 of the justifications. 


MAINTENANCE AND OPERATION OF THE NAVAL COMMUNICATION SYSTEM 


The first project is for maintenance and operation of the naval 
communications system, which requests $13,682,000, or an increase 
of $258,000 over the current fiscal year. 

The justification states that the project includes day-to-day operat- 
ing costs, maintenance of physical plant facilities, leased lines and 
equipment supplementing Government-owned facilities; installation 
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costs of equipment procured with funds provided for this activity in 
prior fiscal years, and operational administrative costs. 

And it further states: 

The naval communications system in fiscal year 1955 will comprise the com- 
munication activities servicing the Chief of Naval Operations and the Navy 
Department, Washington, D. C.; 19 major communication stations, 4 major 
communication facilities, and 15 communication units. 

Kleven million three hundred and forty-nine thousand dollars 
apparently reflects the normal day-to-day operation and mainte- 
nance of the naval communications system facilities; $572,000 is 
apparently to accomplish essential major maintenance items and the 
alteration of spaces for equipment installation; $995,000 is requested 
to provide for leased lines and equipment to supplement Government- 
owned facilities; and $766,000 is requested to provide for the installa- 
tion of major electronic equipments, procured with funds made avail- 
able to this activity in prior years. 

Captain Bewick. Yes. 

Mr. WiaGc.Leswortn. What accounts for this increase of $258,000? 

Captain Bewick. That increase of $258,000 is the sum and sub- 
traction of several items; the sum of a net increase of $289,500 for 
what I call basic maintenance and operation; the sum of $393,500 
decrease for what I label special projects, which are nonrecurring 
maintenance items; and the sum of an increase of $362,000, money 
requested for installation of equipment. The net summation of these 
3 figures gives $258,000. 

Mr. Wiaeieswortu. That is reflected in the breakdown in pages 
30 and 31? 

Captain Bewick. Yes, sir. 

Mr. Wiaaieswortnu. The table shows an increase of $106,900 at 
Pearl Harbor. What does that reflect? 

Captain Bewick. That is to accomplish special projects in two 
areas: I have one small project of $3,500 for the installation of an 
antenna for a new transmitter we are putting up. 

I have a special project for $8,500 to correct the air conditioning 
requirements of the primary communication center. 

And I have an item of $100,000 to take care of the replacement of 
the antenna field with one of more modern design, and the sum of 
$25,000 for maintenance of three, 300-foot steel towers that are out 
there, which we paint every 4 years. 

I have another small item of $16,500 to replace the water distribu- 
tion line at one of the components of the communication stations. 

Mr. WiacieswortH. You show an increase of $362,000 for instal- 
lation of equipment. What is the explanation for that? 

Captain Bewrck. That is not an increase so much as it is the com- 
pilation of some figures for installation requirements we have for the 
fiscal year 1955, which happen to differ from 1954, by the amount that 
is shown 


Mr. Wice_eswortn. Well, whatever it is, it is shown as an in- 
crease of $362,000 over 1954 and about $547,000 over 1953. 

Captain Bewick. Yes, by increases; I mean, this program has no 
relation to the one just before it; that is, the cost has not. 

I have five subitems under this installation of equipment. 

Mr. Wiacieswortn. For that? 

Captain Bewick. The first is off the record, if I may discuss it. 
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Mr. Yes. 

(Off the record discussion.) 

Captain Bewrcx. Then I have a project to install 6 new direction 
finders; a project at 8 places to install improved cryptographic equip- 
ment; a project at 3 places to install microwave link equipment; and 
a small item, $20, 000, to rehabilitate old equipment that has been re- 
placed with new equipment. The rehabilitated equipment is put on 
the shelf for future issue. The sum of those projects ——— 

Mr. WiaG.Leswortn. That accounts for $766,000? 

Captain Bewick. $766,000. 

Mr. WiaeteswortH. What is the basis for this leased line cost? 

Captain Bewick. That covers all communication activities we have 
within the United States which are connected with leased lines, San 
Francisco to Washington, to Boston, to Seattle, to San Diego, and so 
on. I have a detailed list of the lines themselves in my briefcase, if 
they are desired. We have several types of lines, one, a teletype, 
which we call operational and administrative. These are the lines 
used primarily to carry messages from one station to another. 

Mr. Wiaaieswortsh. Whai is the basis for the rent paid? 

Captain Bewick. We pay the commercial rate. 

Mr. Wiaeieswortn. You pay exactly the same as anybody else? 

Captain Bewick. As anybody else; yes. 

Mr. Osrertac. Does not the volume entitle you to a cheaper rate? 

Captain Bewick. We lease the line full time, and it is based on full 
commercial rates. 


COMMERCIAL COMMUNICATIONS AND ASSOCIATED SERVICES 


Mr. Wiaau ES WORTH. Project 2-C, “Commercial communications 
and associated services,” requests $1,352,000, a decrease of $15,000 as 
compared with the current fiscal year, apparently for the procurement. 
of commercial communications and associated services required by 
activities of the Navy on a servicewide basis. ‘This apparently in- 
cludes telephone service; commercial telegrams, cablegrams, and 
radiograms; CAA flight-control service; and leased weather service. 
There is a breakdown in terms of these four items for 1953, 1954, and 
1955 at page 36 of the justifications. There is a slight decrease in the 
telephone service, but you have not been successful in pulling the 
other items down? 

Captain Bewicx. No; there is no change in the service required; 
there is no change in the cost. 

Commercial telegrams, you will note in 1953, so far we have spent 
$382,000; there are still a few bills even for 1953, as yet unpaid, and 
against which we have to reserve money to pay for the service. The 
estimate is now predicted for 1954 at about $380,000. 

Mr. WiaaieswortH. How much have you spent on this to date? 

Captain Bewicx. To date, $187,700. That includes bills through 
the month of December. I have an item of $11,000 against this 
project, in the month of January, for bills paid in January. In this 
particular project, for commercial telegrams, the bills are paid in the 
field and we receive notification of the bills and notification of pay- 


ment at the same time, so that all we can do is carry a bookkeeping. 


item for the telegrams that are used by the Navy. 
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SUPPORT OF OTHER NAVAL ACTIVITIES AND JOINT AGENCIES 


Mr. Wiaa.iesworts. Project 2D, “Support of other naval 
activities and joint agencies,” requests $1,494,000, a decrease of 
$12,000, compared with the current fiscal year; the project is stated 
to provide funds for maintenance and operation of certain naval 
activities not a part of the naval communications system, but for 
which financial responsibility has been assigned to servicewide com- 
munications. For the fiscal year 1955, this is stated to provide 
maintenance and operation of communication departments at 17 
naval stations, under the management control of the Chief of Naval 
Operations; the maintenance and operation of the Communications 
Center, Potomac River Naval Command; and maintenance and 
operation of the Naval Security Station, Washington, D. C., and also 
for the Navy’s share of support to the Interdepartmental Radio 
Advisory Committee. 


INTERDEPARTMENTAL RADIO ADVISORY COMMITTEE 


What about the Interdepartmental Radio Advisory Committee? 

Captain Bewick. The budget here is the amount we were furnished, 
with data as to the amount that we will fund. I have a statement 
here showing the dollars if you wish it. 

Mr. WicGitesworru. Yes; I want a statement showing the overall 
costs, with the contributions made to it. 

Captain Bewick. I have a statement covering that. The Inter- 
departmental Radio Advisory Committee is a committee of repre- 
sentatives of all Government departments and agencies that employ 
radio or otherwise utilize the electromagnetic spectrum. The Com- 
mittee functions directly under the Office of Defense Mobilization in 
order to establish procedures, coordinate frequency requirements, and 
to provide technical advice to the President of the United States on 
radio frequency policy and allocation matters. It makes recom- 
mendations on the assignment of radio frequencies to Government 
agencies which are approved and published as Executive orders signed 
by the President. In large measure, the Interdepartmental Radio 
Advisory Committee determines or establishes the United States 
position for international negotiations on frequency matters. It is 
supported by 11 governmental agencies, 3 of which are the military 
departments in the Department of Defense. The budget for 1955 is 
$161,684, of which the military departments are required to furnish 
$32,000 each. 

Mr. WiaGiteswortn. Who determines the share that each of the 
11 agencies shall contribute? 

Captain Bewicx. The Director, sir. His budget is approved by 
the President, and forwarded to the various agencies for inclusion in 
their budget. 

I have here a letter from Mr. MeNeil, the Comptroller of the 
Secretary of Defense, forwarding a letter signed by Mr. Flemming, 
the Director, assigning the military department’s share. 
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NAVAL SECURITY STATION 


Mr. WiaGieswortn. What does the $807,000 under the Naval 
Security Station cover? 

Captain Berwick. That covers operation of the United States 
Naval Security Station located on Nebraska Avenue in Washington, 
D. C, 

Mr. WiaGLeswortu. All personnel? 

Captain Bewick. It covers all of the maintenance and operations 
for that station. The station furnishes logistic support for the 
National Security Agency. 

Mr. Wiaeteswortn. How big a force have you? 

Captain Bewick. We have planned for 316 military and 111 civilian. 
I do not have the military officers broken out. 

Mr. WiGGLeswortn. 316 is for 1955? 

Captain Bewick. For 1955. 

Mr. WiaGieswortH. And what do you have now? 

Captain Bewick. 459. 

Mr. WiaGLeswortH. 459 what? 

Captain Bewick. Military, and 111 civilians. 

Mr. WiacGLeswortn. Any questions on budget activity No. 2, 
Mr. Ostertag? 

CAA FLIGHT CONTROL SERVICE 


Mr. Osrertac. The item covering CAA flight control service, I 
take it, is a bookkeeping item whereby you are reimbursing CAA for 
certain services. In other words, the Government is taking money 
out of one pocket and putting it in another? 

Captain Bewrcx. That is correct. We pay so much for every line. 


INTERDEPARTMENTAL RADIO ADVISORY COMMITTEE 


Mr. OsrertaG. Referring to the Interdepartmental Radio Advisory 
Committee, you point out that each of the military services is required 
to appropriate $32,000 out of the total of $161,000 toward the Inter- 
departmental Radio Advisory Committee budget. 

Captain Bewick. Yes, sir. 

Mr. WiceLeswortu. Who contributes the amount over and above 
the $96,000 which the military pays? 

Captain Berwick. The list shows the Department of Commerce 
also has $32,000 and the remaining activities pay $4,812 each: De- 
partment of State, Department of the Treasury, Agriculture, Interior, 
Justice, and the FCC. 

Mr. Osrertac. And the purpose for which these funds apply is 
that of salaries? 

Captain Bewicx. Basically it is salaries. 

Mr. OsrerraG. That is a large item? 

Captain Bewick. Yes, sir. 

Mr. Osrertac, And each of the military services is represented on 
the committee? 

Captain Bewicx. Yes, each of the three services has a repre- 
sentative. 
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Mr. WiacLeswortn. We will take up first this morning budget pees 
activity No. 3, “‘The Hydrographic Office,” for which the request for vear 1! 
1955 is in the amount of $9,547,000, a decrease of $1,151,000 as fact, re 
compared with the current fiscal year. The 

This request is covered on pages 39 to 51 of the justifications and primar 
also, apparently, on pages 1 to 8 of a confidential supplement. It is naviga 
broken down into three projects, the first of which is “Special Navy- and cc 
USAF charting project,” calling for $2,324,000, a reduction of $284,800 interes 
from 1954. worldy 

This project is covered in the confidential supplement, I take it, | foreigr 
Admiral? tion, ¢ 

Admiral Warkins. Yes, sir; it is a secret supplement. requir 

Mr. WicG_eswortx. Why should this charting project be in that of free 
category? such a 

Admiral Warkins. Because it covers areas of strategic interest. the ms 

Mr. WicGcLeswortu. Off the record. The re 

(Discussion off the record.) amour 

The 
GENERAL STATEMENT be 

Mr. Wiaa.ieswortu. I believe there is a brief statement that car tion 
be put on the record at this point. ; 

Captain Cocuran. Yes, sir. 

Mr. Chairman and gentlemen, the estimate of $9,547,000 for fiscal 4 Mr. 
vear 1955 provides for the support of the Hydrographic Office at office » 
Suitland, Md., and 21 branch offices, the payment of civilian person- means 
nel aboard 8 Navy survey vessels, and the provision of technical chant 
materials and supplies used by these vessels in carrying out field directi 
investigations and surveys in foreign and international waters. vessels 

This budget activity is responsible for the planning, directing, and genera 
coordinating of all matters pertaining to the navigational safety of : Cap 
overseas shipping, both naval and commercial, and of naval aircraft Mr. 
operating over areas of strategic interest to the Navy. This includes - are re 
the provision and maintenance of nautical and aeronautical charts, A charts 
publications, periodicals, and instructions covering all areas of the : Cap 
world in addition to the construction and reproduction of special ; Mr. 
strategic charts and publications for air, surface, and undersea opera- ' figure 
tions. These responsibilities are broken down into three major proj- and tl 
ects for budgetary purposes; namely, (1) special Navy—USAF charting ' and fu 
project, (2) undersea warfare project, and (3) nautical and aeronauti- ; Cap 
cal project. (Th 

The degree of effort in each of these projects is determined in ac- 
cordance with requirements established by the Chief of Naval Opera- 
tions, the Joint Chiefs of Staff and the operating forces. Policies . ~ 
established by the Joint Chiefs of Staff and the Chief of Naval Opera- 
tions affecting hydrography are implemented by the Hydrographer. aoe 
Requirements for charts and navigational information are generated Maintair 
by various organizations in the Office of the Chief of Naval Opera- Producec 


tions, the Hydrographic Office and the operating forces. These re- —? 


893 


quirements are reviewed for conformance with existing policies and 
technical feasibility. 

The undersea warfare and the special Navy—USAF charting projects 
are classified. The purpose of these projects is to provide charts and 
textual materials for strategic planning and operations. In fiscal 
year 1955 no provision has been made for any new requirements; in 
fact, reduced expenditures in both projects are contemplated. 

The nautical and aeronautical project is designed to fulfill the 
primary mission of the Hydrographic Office, that of providing for the 
navigational safety and facility of all overseas shipping, both naval 
and commercial, and naval aircraft operating over areas of strategic 
interest to the Navy. The products produced under this project are 
worldwide in scope, ranging from large-scale charts of almost every 
foreign port in the world to small-scale charts of the oceans. In addi- 
tion, charts and publications are procured from other agencies; some 
require reimbursement while others are obtained through the media 
of free exchange agreements. Materials of an unclassified nature, 
such as navigational charts and other aids to navigation, are sold to 
the maritime service and the public at the cost of paper and printing. 
The receipts from these sales, which are turned in to the Treasury, 
amount to approximately $375,000 annually. 

The number of new navigational items to be produced in 1955 will 
be reduced. However, continued emphasis will be placed on maintain- 
ing existing navigational materials so that they will be safe for naviga- 
tion. 

NAUTICAL AND AERONAUTICAL CHARTS 


Mr. WiaeLeswortn. I understand, in general terms, that this 
office is charged with the responsibility for the improvement of the 
means for navigating safely the vessels of the Navy and of the mer- 
chant marine by providing accurate and cheap nautical charts, sailing 
directions, navigators, and manuals of instruction for the use of all 
vessels of the United States, and for the benefit and use of navigators 
generally. That is correct, is it not? 

Captain Cocuran. Yes, sir. 

Mr. WiaGLeswortn. It is on a worldwide basis, and what you 
are requesting involves both the maintenance and the production of 
charts, does it not? 

Captain Cocuran. Yes, sir. 

Mr. Wia@_esworrH. Can you give us for the record an overall 
figure for the number of charts it is contemplated shall be maintained 
and the number that shall be produced during the fiscal year 1955, 
and furnish some comparable figures for 1954? 

Captain Cocuran. Yes. 

(The information requested follows.) 


Nautical and aeronautical charts, project 8C 


| 
" Fiscal year | Fiscal year 
Number of charts 1954 1955 
6, 823 | 6, 985 


1, 249 | 1, 150 
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Mr. Wiac.ieswortnH. Off the record. 
(Discussion off the record.) 


SPECIAL NAVY-USAF CHARTING PROJECT 


| +diffaranca_ 


Mr. Wiaa.ieswortn. I note that on page 3 of the confidential 
supplement there is a table which throws some light on the overall 
work in terms of the fiscal years 1953, 1954, and 1955, and which I 
understand from what has been said off the record, it is not necessary 
to keep in a classified status. 

Admiral Warkins. Yes, sir. 


WORKLOAD DATA AND COSTS 4 


Mr. WicGcieswortH. Without objection, in reference to project 
3A we will insert that table in the record at this point. 
(The matter referred to is as follows:) z" 
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Project No. 3A 
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DETERMINATION OF REQUIREMENTS 


Mr. Wiaeieswortu. I notice that the table indicates that the 
total number of items for the fiscal year 1954 is 7,415, and that the 
figure drops to 3,177 in the fiscal year 1955. The overall cost, how- 
ever, only drops from $2,608,800 in 1954 to $2,324,000 in 1955. 

Why does not the overall cost come down more rapidly in view of 
the fact that the number of items is less than half the number in the 
picture during this current year? 

Captain Cocnran. A great number of these items mentioned, sir, 
are items that were reproduced to complete allowances, and were not 
original work, the original work items being the costly items, and the 
reproduction items being much less costly. 

Mr. WiaeGLeswortu. Just looking at the chart item the number 
drops from 6,229 in 1954 to 1,991 in 1955. In other words, you plan 
to produce about 30 percent of the number of units, and yet you are 
asking for $1,261,000 in 1955, as compared with $1,474,000 in 1954. 

Captain Cocuran. I think that could be explained by the fact that 
this budget is prepared from work-measurement studies in which the 
estimated number of required man-hours for each of these projects is 
carefully estimated to arrive at our final figures. 

In this year we are finishing up an original program in which we 
are supplying to the Air Force a great number of back issues of items 
which originally they were not supplied with, and the cost on these 
is very small. The cost on the production of this work initially is 
much greater. 

Mr. WicG.eswortH. That may make good sense to you, Captain, 
but it does not mean very much as far as I am concerned just to say 
that the work-measurement studies indicate the increase. As I under- 
stand it the number of charts which it is estimated to produce in the 
current fiscal year is 6,229, as compared with 1,991 in the fiscal year 
1955. 

The answer that I am seeking is why, to deal with only 1,991 charts 
you should need $1,261,000 in 1955, when you succeeded, apparently, 
in dealing with 6,229 charts in the current fiscal year for $1,474,800. 

Captain Cocuran. Mr. Chairman, 5,056 of the items listed in 1954 
were reprints of former work that was delivered to bring the allowance 
lists up to date. The remainder of the 6,229 items was original work, 
which shows a very comparative figure as compared with 1,991 for the 
year 1955. 

I might also add, sir, that as a production activity, the Hydro- 
graphic Office works according to a scheduled plan in producing 
these targets for the Navy and for the Air Force. Our program, 
comparing 1954 to 1955, is a small reduction from our 1954 program. 

r. WiaGLeswortuH. Dollarwise? 

Captain Cocuran. Yes, sir. 

Mr. WicGLeswortu. I understand that. I am just interested to 
know why there should not be a greater reduction in view of the 
indicated workload. 

Captain Cocuran. The 1,991 items are entirely new products which 
are being produced. 

Admiral CLextron. Off the record. 

(Discussion off the record.) 
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Captain Cocuran. Mr. Chairman, the cost of reprints is estimated 
at approximately $40 each, and in the year 1954 5,056 are planned for 
production. 

The cost of the items that we are proposing in 1955, the 1,991 items, 
is approximately $600 apiece. 

Mr. Wiae.teswortn. Was that also true in respect to the 1,173 new 
items in 1954? 

Captain Cocnran. That is approximately correct; yes, sir. 

Mr. Wiaeteswortn. What can you tell us about this project off 
the record? 

(Discussion off the record.) 


UNDERSEA WARFARE PROJECT 


Mr. Project 3B, ‘Undersea warfare project,”’ calls 
for $1,877,000 for 1955, a reduction of $344,800 compared with the 
current fiscal year. This is also secret in character, and, therefore, 
covered in pages of the confidential supplement. W bat can you tell 
us about this project off the record? 

(Discussion off the record.) 

Mr. WicGLesworrtu. Is there any reason why the table on page 3 
of the confidential supplement should not be included in the record? 

Captain Cocnran. I have looked over that, and I recommend 
that it be included. 

Mr. WiaeteswortH. Without objection we will include the table 
at this point in the record. 

Admiral Warkins. There is only one thing I would like to question, 
and that is the oceanographic forecasting. 

Mr. OsrertaG. That is just the number; it is not the forecastings. 

Captain Cocuran. I do not believe that is classified in the form 
it is here. 

Mr. SHepparpD. May I ask one question at this point, Mr. Chair- 
man? 

Mr. Yes. 

Mr. SHepparp. Who has the authority to declassify these things? 

Captain Cocnran. The originator. 
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Mr. WiaGieswortu. I notice in terms of items here, comparing 
1954 with 1955, that the work is substantially the same. In fact, 
there is a slight increase, but that the overall dollar figure shows a 
decrease of $344,800 in 1955. 

What is meant by the publications referred to here, either on or off 
the record? 

(Discussions off the record.) 

Mr. WiaGLteswortu. Are there any questions on projects 3A or B, 
Mr. OsrertaG? 

Mr. OsrertaG. Were you seriously handicapped as a result of the 
slight reduction in the budget covering fiscal year 1954? 

Captain Cocuran. It has been necessary to stretch out our pro- 
gram and to stick to the most essential projects that we have. Nee= 
essarily, I cannot do as much production work as I could before, sir, 

Mr. OsrertaGc. You were not seriously handicapped, however? 

Captain Cocuran. Sir, I think that is a question I cannot answer. 

When vou are producing intelligence information for the use of the 
fleet, if the urgency arises, and they need that information and do not 
have it, then it is necessarily urgent to have it. 

These plans are based, of course, on the overall plans or directives 
that we have received, and I feel that we can do a very excellent job 
with the money that was appropriated to us, sir. 


SHARING OF EXPENSES ON JOINT ENTERPRISE 


Mr. OsrertaG. In comparing the charting project, which is a Navy- 
Air Force enterprise, does the Air Force and Navy share expenses 
equally in connection with this program? 

Captain Cocuran. Actually it is working out very close to that, 
sir. As to any products that we produce and that they need, we de- 
liver the final product to them. If they produce a product they deliver 
it to us. It looks like it is running close to the same expenditure for 
both services, sir. 

Mr. Osrertraa. I understood your remarks to mean that it is a 
joint enterprise, that it is a joint agency, managed by both organiza- 
tions, but your answer now implies that you operate separately and 
that you merely exchange information and work cooperatively. 

Captain Cocuran. I believe the original understanding is correct, 
sir. This program is a joint program with the two services; the as- 
signments of work are coordinated by the two services. We are 
designated, say, to produce material for New York City, and the Air 
Force is designated to produce information for Richmond. When we 
had end products we would deliver to the Air Force all the informa- 
tion we had in the numbers that they require, and they would de- 
liver the information on Richmond over to us. 

Mr. Osrertaa. In other words, there is no chance of duplication 
of effort? 

Captain Cocuran. I believe that there is very little chance of that 
because it is a very well controlled program. It is immense, and a lot 
of activities are working together on this, but the end results seem to 
work out very nicely, sir. 

Mr. OstertaG. There is no question, I am sure, in anyone’s mind 
as to the importance of this work. While it is vital at the moment, I 
am wondering to what extent and to what degree this is a continu- 
ing proposition. 
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In other words, once you have acquired the charts and the maps and 
the publications that you require insofar as various areas of the world 
are concerned, then it would seem to me that the work would fall off 
to a point of keeping them up to date and perhaps covering the areas 
where there were new developments, but it would not be a broad 
worldwide endeavor as the program contemplates today. Do you 
understand what I mean? 

Captain Cocuran. Yes, sir. 

Mr. OsrertaG. In other words, the creation and the development of 
this activity is costly, but in the long run would it not level off to a 
very much lesser degree, so far as cost and service is concerned? 

Captain Cocuran. As to our cost level on it if you would be 
interested I have the figures for 1950 to 1953 and, of course, the 
requested amounts. 

In 1950 the cost was $868,000 at the beginning of the program and 
the origin of it. 

For 1951 it was $2,269,000. 

For 1952 it was $3,185,000. 

For 1953, $2,490,000. Our 1954 estimated expenditure is 
$2,608,000. Our 1955 request is $2,324,000. 

Mr. Osrertac. What I am getting at is this, once you have de- 
veloped the charts and the maps and the data that you want and re- 
quire for security and other purposes, the work would be more or less 
supplemental from then on, would it not? 

Captain Cocuran. Once all the necessary materials have been pro- 
duced, or the necessary information is available to produce them, sir. 

Mr. Ostertac. At what point, in looking ahead, will you have 
this job completed to the point where the operation is more or less a 
continuing one to supplement data and information that you have? 

Would not that lend itself to a decided reduction in cost and even 
service? 

Captain Cocnran. I am sure that once that point is reached where 
all of the materials have been produced and the maintenance program 
has set in it would considerably reduce the expenditures to maintain 
that program. Iam not in a position to say when that would be, sir, 
or to even estimate it because our planners control this part of the 
program entirely and I am engaged in the production of these desig- 
nated materials, and only in that capacity. 


UNDERSEAS WARFARE PROJECT 


Mr. Ostertac. Referring to your “Undersea warfare’ project, is 
that strictly Navy? There is no other agency involved in that; is 
that true? 

Captain Cocuran. That is basically correct. We are furnishing 
service of an oceanographic nature to other agencies because it is our 
primary field of interest. 

Mr. OstertaG. The primary responsibility rests with the Navy? 

Captain Cocuran. Yes, sir. 

Mr. OstertaG. That is all, Mr. Chairman. 

Mr. Wiac.teswortn. Mr. Sheppard, do you have any questions 
on projects 3A or B? 
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Mr. SuHepparD. With reference to the procedure to which you have 
been addressing yourself, it follows very much the same pattern and 
procedure that you have been called upon to perform over a period of 
years? 

Captain Cocuran. We are maintaining essentially the same pro- 
gram ; yes, sir, 

Mr. SHepparD. Referring to new material requests by the Air 
Force and, perhaps, by the Navy, the expenditure involved in produc- 
tion for either branch of the service would depend upon how much 
of the necessary information you had actually collected. If it was 
not there it would have to be procured from some source other than 
your own; is that correct? 

Captain Cocuran. Yes, sir. 

Mr. SHepparD. Then when you get this information from all 
available sources, it becomes your function to put it together and re- 
produce it so that it can be used by aviators, ships, and other functions 
within the area for which the map is intended for use; is that correct? 

Captain Cocuran. Yes, sir. 

Mr. SHepparp. Now, when it comes to making a new map, one 
which is generated completely new, you find that your cost increases 
considerably as compared with the cost in those cases where you have 
had data available for an established project or function? 

Captain Cocuran. Yes, sir. 

Mr. Suepparp. Am I right in assuming that where maps are called 
for in any location where it is new, and from which location you do 
not have previously acquired information, it costs a great deal more to 
assemble that information for the end product than it would otherwise? 
Is that correct? 

Captain Cocuran. Yes, sir. 

Mr. SHepparp. And the only way that you can come to an end 
result in your estimate is to be posted by those who require your map 
services as to what the deadline might be, and as to what the requests 
might be? 

Captain Cocuran. The requests and the total requirements; yes, sir. 

Mr. SHepparp. Now, in the final analysis, to a major extent you 
are operating as a service agency? 

Captain Cocuran. Yes, sir; we are a producing service agency that 
assembles information and delivers it to the operating agencies. 

Mr. SHepparpb. That is all, Mr. Chairman. 


OBLIGATIONS 


Mr. WiaGLeswortu. Captain, can you give me actual obligation 
figures, as against funds available for project 3A and projects 3B and 
3C? 

Mr. Eustis. Through February 28 the obligation in project 3A 
is $1,265,000, in round numbers. 

For the ‘‘Undersea warfare’’ project it is $1,381,000 as of that date. 

Mr. WicG.Leswortu. And for project 3C? 

Mr. Eustis. For 3C it was $3,158,000. 

Mr. Wiae.teswortu. As of February 28? 

Mr. Eustis. Yes, sir. 
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NAUTICAL AND AERONAUTICAL PROJECT 


Mr. WicGLeswortn. Project 3C is not confidential. It requests 

$5,346,000 for 1955 as compared with $5,867,400 in the current fiscal 
ear. 

. By “Nautical and aeronautical” project you refer to your normal 

functions; do you not? 

Captain Cocuran. Yes, sir. 

Mr. WicGieswortu. I notice on page 42 of the justifications there 
is a table speaking in terms of 1953, 1954, and 1955, giving a break- 
down of the various elements of this work in terms of nautical charts, 
aeronautical, and loran charts, nautical publications, aeronautical 
~, loran publications, periodicals, and magazines, surveys, and so 
orth. 

The overall figure for the number of items involved shows a de- 
crease from 7,848 in 1954 to 7,303 in 1955, and the corresponding 
dollar figures show a decrease from $5,867,400 in 1954 to $5,346,000 
in 1955, a decrease of $521,400. 


NAUTICAL PUBLICATIONS 


All of the items listed show decreases as compared to the current 
fiscal year, except the item entitled “Nautical Publications,” which 
reflects an increase of $111,300. 

What is the explanation of that increase, Captain? 

Captain Cocuran. The increase shown in this item, $111,000 is 
principally due to the fact that our Bowditch, which is one of the 
standard navigational aids used by practically everybody in the 
Navy, and in the commercial world also, has not been revised in 
something over 15 years, and it now needs revision. 

We are selling approximately 4,000 copies per year of this publi- 
cation, and due to its extreme value it is being revised, and we wish 
to print it, and make it available to the public in its new form in the 
next fiscal vear. That is an item of $80,000. 

Mr. WiaGLesworts. What is the cost involved there? 

Captain Cocuran. $80,000 for the Bowditch. 

Mr. Wiaciesworrn. What is that in terms of copies? 

Captain Cocaran. That is 20,000 copies, sir. It is $4 a copy. 

Mr. WiceLeswortH. What else is in there? 

Captain Cocuran. A Star Finder. That similarly is a new item. 
That is to come out next year and it is considered an essential require- 
ment for the fleet, and the cost of that is $30,000. 

Mr. WiaaLtesworrn. You say that is a new item? 

Captain Cocuran. That is actually a new edition of a publication, 
yes, sir. 

Mr. WiacLesworts. How many copies are you putting out of that? 

Captain Cocuran. Approximately the same number. It is not as 
heavy, but it is one that is required. 

Mr. WiceLeswortH. You mean 30,000 copies? 

Captain Cocuran. Yes, sir. 

Mr. Eustis. I would like to correct that figure, sir. It is 20,000 
copies of the Bowditch and 15,000 copies of the Star Finder. 
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INVENTORY OF NAUTICAL CHARTS 


Mr. Wice.ieswortH. What is the situation in respect to your 
nautical charts? As a matter of policy do you carry a certain inven- 
tory of those charts? Is that the normal procedure? 

aptain Cocuran. Yes, sir, we carry the operating requirements 
for the fleet and for the commercial or other activities that buy the 
charts, and we carry a mobilization requirement of M plus 3 for charts, 
and M plus 12 for publications. 

In areas of charts where the correction rate is high and the obso- 
lescence is high we reduce the amount that we are carrying to 25 
percent of the M plus 3 figure. 

Mr. WieGtesworrtu. Is that what vou have on hand now? 

Captain Cocuran. Yes, sir. 

Mr. Wice.LeswortH. What is the effect of what you will do in 1955? 

Captain Cocnran, In 1955 we will not be able to come out with as 
many new charts, but I believe that we will be basically able to carry 
out our program. It will be slowed down in production of new charts 
or new publications, but we will be able to maintain essential require- 
ments. 

Mr. Wiee.teswortu. Is this money for work in new fields or for 
replacement? 

Captain Cocuran. It is for both. 

We maintain a continuous program on our charts. We carry world- 
wide coverage. There are approximately 7,000 that are carried 
which include special charts for the Navy. 

Mr. WiaGLeswortH. You mean there are 7,000 charts that you keep 
up, and that as they become obsolescent you have to replace them? 
Captain Cocnran. Yes, sir. 

We have to replace them generally when new information becomes 
available which materially alters the chart or in areas where new 
surveys have been conducted, either by our ships or by survey vessels 
of other nations. 

Mr. WiaGLeswortH. What are the 1,406 items that you are request- 
ing chart money for, generally speaking? To what extent are they 
replacement or correction items, and to what extent do they represent 
new fields of charting? 

Captain Cocuran. 140 of that 1,400 are new charts or new editions. 

Mr. Wiae_eswortu. And the balance of them is for corrections or 
replacements? 

Captain Cocuran. They are for the maintenance program of our 
existing charts. 

Mr. WiaeLteswortH. Mr. Ostertag, do you have any questions on 
project 3C? 

Mr. Ostertaa. I have no questions, Mr. Chairman. 

Mr. Wiae_esworts. Mr. Sheppard? 

Mr. Suepparp. This budget activity is basically the same as the 
preceding one? The procedure you follow in respect to this budget 
activity is very much similar to that which you follow in respect to 
the preceding one? 

Captain Cocuran. Yes, sir. 

Mr. Suepparp. I have no further questions. 
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OBLIGATIONS 


Mr. Stock. If we may, we would like to correct our statement of 
obligations as of February 28, Mr. Chairman. 

We understated the amount for project 3C. That should be 
$3,330,000. 

Then, in addition, in our accounting system we have an unallocated 
account, and there is an obligation on February 28 in that account of 
$589,000. That is as of February 28. 

Mr. Wiae.ieswortn. I do not understand that last statement. 

Mr. Srockx. Some of the production costs are not directly charged 
to each one of these three programs. We have to wait until the 
month or the quarter is over and then we go back and take the funds 
allocated in that account and apportion them, in accordance with the 
amount produced, to each one of the three projects. They are for 
such things as press cleanup time, and original paper purchases. They 
are not direct charges, and we have to hold them in the suspense 
account until they are allocated to the projects. 

Mr. Wiaeieswortn. The $589,000 you just mentioned is applicable 
to which project? 

Mr. Srock. Eventually it will be distributed to all three projects 
on the basis of production. That was the big item we missed when 
we gave you the obligations a few minutes ago. 

Admiral CLexton. The $589,000 must be added to the obligations 
for 3A, B, and C, in order to get the total obligations for the activity 3. 

Mr. Srock. Yes, sir, that is correct. 


Navat OBSERVATORY 


Mr. Wiceteswortu. The next budget activity is for the Naval 
Observatory for which the request for 1955 is $726,000 compared to 
$759,000 in 1954, or $33,000 less than in the current fiscal year. 

The justifications state that the— 

Funds under this project will provide for the operation of the United States 
Naval Observatory Which makes such astronomical observations, and derives 
and publishes such astronomical data as will afford to United States naval vessels 
and aircraft as well as to all availing themselves thereof, means for safe navigation. 

It indicates also that certain publications are prepared at the Ob- 
servatory and that maintenance and security functions of the Naval 
Observatory involve 16 major structures and 13 minor buildings, 7 
public quarters, including the residence of the Chief of Naval Opera- 
tions; 65 acres of ground area; and the unique and valuable astro- 
nomical instruments and equipment. 


PERSONNEL 


There is a breakdown of the request on page 54 of the justifications. 
How many Bopha are involved here? 
Captain Grar. 115 man-years, sir. 


Mr. WicGLeswortn. What is the corresponding figure this year? 

Captain Grar. The same, sir. 

Mr. WiaGLeswortu. Why the slight increase in the overall figure 
for personal services? 

Captain Grar. Those are automatic increases in salaries. The 
figures that we are using for fiscal year 1955 are those effective the 
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first of the year and do not include any increases that take place 
during the year. 
OTHER OPERATING COSTS 


Mr. WiceLeswortn. I see there is $101,000 requested for other 
operating costs, composed of: $6,000 for travel: $1,000 for postage; 
$29,000 for rents and utility services; $17,000 for contractual services, 
and so forth. 

Are there any questions on this budget activity, Mr. Ostertag? 

Mr. Osrerraa. I have no questions, Mr. Chairman. 

Mr. WiaGLeswortn. Mr. Sheppard? 

Mr. SHepparp. I have no questions, Mr. Chairman. 


INTER-AMERICAN AFFAIRS AND Support OF INTERNATIONAL PROJECTS 


Mr. WiaGiesworrn. Budget activity No. 5, “Inter-American 
Affairs and support of international projects,’ requests $1,732,000 
compared with $1,930,000 in the current fiscal year. It is covered in 
pages 55 to 62, inclusive, of the justifications, and is broken down into 
three projects: ‘“Naval missions,” “Island government administra- 
tion,” and “Support of unified commands,” the last of which is 
apparently classified, and therefore, covered in the supplemental 
justification. 

NAVAL MISSIONS 


Project 5A, ‘Naval missions,” requests $364,000, a decrease of 
$4,000 as compared with the current fiscal year. There is a break- 
down of the missions involved, some 14 in number, for the fiscal years 
1953, 1954, and 1955, on page 58 of the justifications. 

The justification states: That this project provides for naval logistic 
support and representation of United States commissions or advisory 
groups located in Latin American countries; for tours, visits, and 
official representation; for training films and equipment, and for 
schooling of minor dependents of naval personnel assigned to overseas 
areas. 

PERSONNEL REQUIREMENTS 


Further that the naval personnel assigned to these establishments 
afford the media through which standardization in training and 
operating procedures, in conformance with United States Navy 
practice, is achieved, and that the training is given directly to the 
Latin-American Navy personnel in their schools and academies and 
on board ships of the respective countries. 

Can you run down the table on page 58 and tell me how many people 
you have in each one of these missions and how many you contem- 
plate in fiscal 1955? 

Captain O’Krere. George F. O’Keefe, USN, Assistant Director, 
Pan-American and United States Naval Affairs. 

‘You want the 1955 figures? 

Mr. WicG.Leswortn. Yes, I want it broken down by mission. 

Captain O’Kererer. For the Argentine, there are 8; in Brazil, 116; 
Chile, 16; Colombia, 14; Cuba, 10; Ecuador, 12; Haiti, 3; Peru, 15; 
Venezuela, 20; Dominican Republic, 10. 

Mr. And Mexico? 

Captain O’Krerr. Mexico, just a naval attaché. 
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Mr. Uruguay? 

Captain O’Krere. 4. 

Mr. WicGLesworrn. Nicaragua? 

Captain O’Krere. Just an attaché. That is, Mexico handles 
Nicaragua. 

Mr. WicGcLesworrna. That is a total of 228? 

Captain O’Kerrer. Yes, sir. 

Mr. WiaGcLeswortH. Not counting the attachés? 

Captain O’Kererr. That is right, and against 223 last year. 

Mr. WiacLteswortn. Where does the decrease show? 

Captain O’Kerrre. There is an increase; Uruguay will have 4; the 
Dominican Republic will have 10 against 7 last year. 

Mr. WiceLEeswortH. The 228 includes how many for the Domini- 
can Republic? 

Captain O’Keerre. 10. 

Mr. Wiccieswortn. And for Uruguay? 

Captain O’Kerrs. 4 against 2 for fiscal year 1954. 

Mr. WiceLteswortu. When you revise your remarks, will you give 
me the comparative figures for the current fiscal year in tabular 
form, so we can have it on one sheet? 

Captain O’Kuere. Yes, 

(The information requested follows:) 


Personnel requirements 


June 30, 1954 (estimated) | June 30, 1955 (estimated) 


Total | Military Civilian | Total | Military | Civilian 
| 


Naval adviser, Buenos Aires, Argentina _- 8 6 2 8 6 2 
United States naval mission, Rio de 
Janeiro, Joint Brazil-United States 
Military Commission, Rio naval sec- 
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16 14 2 16 14 2 

Colombia 4 13 1 14 13 l 
Fae wae 10 10 0 10 10 0 
12 1 12 ll 1 
Venezuela. 20 20 0 0 
Dominican Republic !.___......---- 7 7 0 10 10 0 
3 3 0 3 3 0 
223 165 258 228 170 258 


Planning purposes only. 
? Army and Air Force support 8 man-years of employment which is included in the above estimate. 


Mr. Wiacciesworts. These missions, as I understand it, are dis- 
tinct from, and supplemental to, any attaché personnel? 

Captain O’Keers. That is right. 

(Off the record discussion.) 

Mr. WiacteswortnH. This project 5A is limited to Latin America; 
is it not? 

Mr. Stock. To Latin America except for dependent schooling. 
We support dependent schooling in other overseas areas, for naval 
missions in Europe, and military advisory groups. 

Mr. Wiaaieswortn. Are all of these missions 100 percent for 
training? 
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Captain O’Kerrre. Yes; that is strictly for training. 

Mr. Wiae_eswortn. What are we doing in Brazil that requires 
so much larger mission than in any other Latin country, either on or 
off the record? 

Captain O’Keere, In Brazil we have not only the naval mission 
but we also have the Joint Brazil-United States Military Commission. 
That organization is combined with the Army, Air Force, and Navy 
groups with their opposite numbers in the three different branches of 
the Brazilian Defense Department. 

Mr. Wiee_eswortH. The Army and the Air Force? 

Captain O’Kerre. Army, Air Force, and Navy. 

Mr. Wice.esworts. Is that covered by this “116 people’? 

Captain O’Kerere. That is the naval component. The naval mis- 
sion, is one section of the Joint Brazil-United States Military Com- 
mission. 

Mr. WicGLeswortH. How many of this 116 people are engaged in 
training work and how many are assigned to the Joint Brazil-United 
States Military Commission? 

Captain O’Krxrre. Roughly, 30 are in the naval mission, and the 
remainder are in support of that program. 

Mr. Wiaciesworts. How big is that Commission overall? This 
is the Navy’s portion of that Commission? 

Captain O’Keere. I do not have the figures for the Army and 
Air Force sections, but they are roughly equal, I should say. 

Mr. Wiae.ieswortH. Then I come back to my previous question. 
You have got 86 people devoting their time to training. What are 
we doing in Brazil that requires so much larger force for this work 
than we have in the other Latin American countries? 

Captain O’Kerre. The reason that we have such a large group 
there, that this is where we have the greatest naval training activity, 
the largest in South America; they have one of the largest Navies and 
most of this is for training in United States methods. 

Mr. Stock. Their navy is of sufficient size that it would be of im- 
portance to us to help them develop their navy to learn the training 
and methods and procedure and to be ready to operate the ships. 

Mr. The whole objective underlying this is 
training? 

Admiral Warkrins. Yes, sir. 

Mr. WiaGLeswortn. Any questions on project 5A, Mr. Ostertag? 

Mr. OstertaaG. | have just one question, Mr. Chairman, and that 
is for the purpose of amplifying the relationship, if any, which this 
program has to the North Atlantic Treaty program. 

Captain O’Keere. I do not believe there is any. The Latin-Ameri- 
can mission program goes back many years earlier than the develop- 
ment of the North Atlantic Treaty. It dates back to World War I. 

Mr. Wiaciesworrn. Mr. Sheppard? 

Mr. SHEPPARD. These missions are to serve a specific purpose, and 
they are geared to serve the purpose in the cooperative ability of the 
respective countries to which they are directed, and that is more or 
less determined as to desirability for some period of time, is it not? 

Captain O’Kererr. Yes. 

Mr. SHepparp. And you are assigning this personnel to these re- 
spective countries based on the needs as regards individual countries? 
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Captain O’Keere. That is correct, and their willingness to accept 
the program. 

Mr. Sieve cai And of course we know that the size of the mission 
depends upon what they have in their country? 

Captain O’Keere. That is quite correct. I was going to say, as 
an example, our cooperation is in proportion to the ability and desire 
to adopt United States methods and United States standards. 

Mr. SuepparD. Have these missions, as a whole, accomplished 
what you had reasonably anticipated they would? 

Captain O’Kerre. Yes; I think the results have been highly suc- 
cessful. Of course the accomplishments are under continual review 
and Admiral Wilkins is at present in South America checking certain 
phases of the situation in these missions and, as a result of this trip, 
which he is now making, we will probably make some revisions with 
respect to the missions in order to keep up the development in each 
of these countries. 

Mr. Suepparp. This entire project and its presentation is predi- 
cated upon the desire and determination of those directing the policy 
which has to do with the strength, type and character of the program? 

Captain O’Keere. That is correct. 

Mr. Sueprarp. No further questions, Mr. Chairman. 


ISLAND GOVERNMENT ADMINISTRATION 


Mr. Wieetesworts. ‘Project 5B, Island government administra- 
tion,”’ requests $810,000, compared with $1 million in the current 
fiscal year, and the justification indicates that this request pro- 
vides for the civil administration of that portion of the Trust 
Territory of the Pacific Islands which includes all of the Northern 
Marianas Islands except Rota. Also that Executive Order 10408, as 
amended, effective January 1, 1953, transferred the responsibility 
for administration of this territory from the Secretary of the Interior 
to the Secretary of the Navy. The justification states that this 
island group covers a land area of 161 square miles and is inhabited 
by approximately 6,400 natives. The funds requested for the project 
will apparently provide for the continuing development of local self- 
government, public health, education, and economic self-sufficiency of 
the local inhabitants. 

There is a breakdown of this request on page 60 of the justifications. 

What is the personnel in respect to this item? Is this wholly done 
by naval personnel? 

Commander Finney. L. Gordon Findley, Assistant Head, Civil 
Affairs, Military Government Branch. 

Yes, Mr. Wigglesworth, and it is broken down as follows: We have 
a total of 106 military; those are naval officers and enlisted men, and 
consist of 11 officers and 95 men; 14 United States civilians. Those 
are civil-service employees and 267 indigenous employees, Saipanese. 

Mr. WiaeLeswortH. You contemplate apparently the same set up 
in both years, 1954 and 1955? 

Commander Finney. In 1955 there will be a slight reduction. 

Mr. In what? 

Commander Frnpuey. In military personnel. 

Mr. Wicetesworts. What will that come down to? 

Commander Finpiey. That will come down to 10 officers and 
about 88 men, making a total of 98. 
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PUBLIC WORKS 


Mr. Wicc.ieswortn. The decrease in the request, I notice, is said 
to be largely a reduction in special project requirements in the Public- 
works program. What is that program to cover? That seems to 
be the big item. 

Commander Finpiey. Yes. During the present fiscal year it was 
necessary for us to move the naval station from the beach, where it 
had been located on Saipan, up to high ground. The reason for the 
move was the damage resulting from a Eeasiowns typhoon and tidal 
wave which did considerable amount of damage, and rather than 
having a recurrence of that, we have moved and relocated the Civil 
Administration Unit up to high ground. After rehabilitating the 
area, our housekeeping chores should decrease during fiscal year 1955. 

Mr. WieaLtesworth. What do you expect to do with this $408,000 
that you are requesting under the head of ‘Public works’’? 

Commander Finpuey. That will be utilized for the maintenance of 
roads, for power lines, sewer lines, various utilities that it is necessary 
to maintain on the island of Saipan, for the upkeep of the airfield, 
docks, piers, and so forth. 

Mr. Wiaeiesworrtu. Is that all for maintenance? 

Commander Frnpuey. The greater part is for maintenance, upkeep 
and repair. 

Mr. WicGLeswortu. No new construction? 

Commander Finpiey. I would say not, after we have moved our 
unit to higher ground there should be no major construction during 
the year. 

Mr. WiaeLeswortn. Any other questions on project 5B, Mr. 
Ostertag? 

GOVERNMENT IN SAIPAN 


Mr. OstertaG. Do you have any local government in Saipan, 
Commander? 

Commander Finptey. Yes; we do. We have at the present time a 
self-government that consists of a Congress of Saipan. The Congress 
of Saipan is broken down into what we might call two houses; there 
are councilmen and commissioners. There are 11 councilmen on 
Saipan and 15 commissioners. These officials are elected yearly by 
the people themselves, by secret ballot. And, in addition, there is a 
mayor of the municipality of Saipan. He is elected for a term of 2 
years, 

Mr. Osrerraa. Is there just one municipality? 

Commander Finpuey. That is correct. There is also a council on 
Tinian, which is the island located just 2 miles south of the island of 
Saipan. The operation there is as follows: During the time the 
Saipan Congress is in session and matters are to be discussed concern- 
ing the island of Tinian, then 1 or 2 councilmen from the island of 
Tinian come over and sit with the Saipan Congress while it is in session. 

Mr. Ostertaa. The Navy is wholly responsible, however, for the 
management of the civic affairs of the island? 

Commander Finpuery. Yes, we are, under Executive Orders 10408 
and 10470. 

Mr. Ostertaa. Is there any form of local taxation applicable? 

Commander Finpuey. Yes, there is. We have a local tax. There 
is one in the form of a poll tax; and then they have a tax on various 
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items, such as cattle, trees, and so on. But there is a local tax that 
is levied and this money is used in the municipality itself. 

Mr. Osrertaa. Do they have a budget covering the native gov- 
ernment activities and operations or is the system strictly an opera- 
tion whereby their money channels ino the general revenue for the 
support of the island? 

Mr. Nuun. John Nuhn, Assistant Head, Budget and Finance 
Office. I might amplify on that. They have a modified budget. 
However, some of the money that they collect in the form of taxes 
is applied to this program and it cuts down the amount of the ap- 
propriation which we would request. But they also have what you 
might say is a municipal government budget under which they 
operate quite similarly. 

Mr. OsrertaGc. What is the cause of the sharp decline in local 
revenue? According to the justification here, it calls for $150,000 
local revenue in 1954 and only $53,000 in 1955. 

Commander Finpiey. I can answer that question. The main 
source of income that we have obtained there has been the result of 
the sale of land-base scrap, on the Island of Saipan and Tinian. 
That contract was made several years ago, with an American-owned 
and operated concern, and that is just about ready to run out. As 
a matter of fact, it is estimated that it probably will run out about 
November of this year or the first of next year. The contract will 
expire after the contractor has cleaned up most of the scrap, which 
has and will be picked up and shipped back to the United States, or, 
in some cases, elsewhere. 

Mr. OsrertaG. Do you consider that revenue? 

Commander Finpuey. Yes. 

Mr. OsrertaGc. But there was some form of taxation, was there 
not? 

Commander Finpiery. Yes. 

Mr. Osrertaa. In other words, the normal revenue from taxation 
amounted to, annually, about $53,000? 

Mr. Nuun. No, that is a little high. If we can collect anywhere 
between $30,000 and $35,000, we would be lucky. 

Mr. Osrerrac. A part of your responsibility falls into the field of 
education? 

Commander Finpiey. Yes. 

Mr. OsrertaG. Public education and medical care? 

Commander Finpuey. That is correct. 

Mr. Ostrertac. What other activities, governmentwise, are we 
carrying on there, at our expense, for the natives? 

Commander Finpuey. Well, the activities, broken down, could be 
described as the following: The development of the local economy, 
development of the people socially, developing them politically so that 
more and more in time to come they will be able to take care of them- 
selves, and be able to take care of their sanitation and health needs, 
and to help them, assist them, guide them, in their educational training. 

At the present time, on the educational level, we have a total of 
865 youngsters attending the elementary and the intermediate schools 
in the Saipan District. 

Mr. OstrertaG. That is out of the total of 6,400 native people? 

Commander Finpuey. Yes. 
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Mr. OsrertaG. Are the prospects bright for the improvement of 
conditions there? 

Commander Finpuiry. Yes, in the overall picture, I would answer 
that in the affirmative. We have a small percentage that go further 
than that; some of them attend schools on Guam, there are some lads 
that even go to school at the University of Hawaii. Some even come 
to the continental United States and attend school here. They, of 
course, are in the minority and are of the top flight group. They do 
spread out, and will return sometime in the future, to their own com- 
munity, their own municipality to help their own people. 


PUBLIC WORKS 


Mr. OstertaG. This major item involved in the public works 
program of moving facilities back, how did it happen that it was built 
in the present location, in the first place? 

Commander Finpiey. It was just at the time the shooting stopped 
on Saipan. In other words, in 1945, when practically every desirable 
available parcel of land was utilized by some form of the military — 
the Marines, Army, Coast Guard, and the Navy. Slowly but surely, 
as a result of the war’s end, the activities were rolled up. The place 
where we are moving to now was formerly the old naval station, or the 
naval operating base on Saipan. The reason why the present station 
was located there, to directly answer your question, was because of its 
close proximity to the natives and civilian Japanese and Koreans who 
were on the island at that time plus the fact that it was an available 
parcel of land that we could go into and utilize. 

Mr. OstrrervtaaG. Is there any movement, or sentiment, among the 
natives to return to the jurisdiction of the Japanese? 

Captain Finpiey. No, sir, there is not. 

Mr. Ostrertac. That is all, Mr. Chairman. 

Mr. Mr. Sheppard? 

Mr. SHepparp. This program has been worked out very effectively 
by the Navy. 

Commander Finp.ery. Yes, sir. 

Mr. Suepparp. Is the Bureau of Yards and Docks going to handle 
the work? 

Commander Finpuery. Yes, sir. 


REPAIR WORK NECESSARY 


Mr. Suepparp. How much repair work has got to be done on this 
rehabilitation job? 

Commander Finpuey. It consists mainly of repainting, repairing 
communications, putting in new screens, putting in new electric light 
wiring, plumbing facilities, sidewalks and so on. In other words, we 
must keep in mind that these still are quonset huts, largely quonset 
huts, and the only way we are going to keep them in use, in any shape 
at all, is to constantly keep painting and maintaining them. 

Mr. Suepparp. I was just wondering whether or not it would be 
ossible to rehabilitate these quonset huts so they could be used, 
toceess of the length of time they have been exposed there? 

Mr. Nuun. I might answer that sinee I was out there on a trip 
recently. 
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Mr. How recently? 

Mr. Nuun. In November, and I personally examined the condition 
of the quonsets. I was in company with a civil engineer and he 
pointed out various things to me, and told me they were good, sound 
structures. For example, they would not have to repave the concrete 
bases. ‘These quonsets were located on a hill, up rather high, and in 
the prevailing winds with the result that these huts have not deterio- 
rated as mors as the ones located down in a lower area. There was 
some maintenance done in 1948, I believe, to the buildings and that 
has kept them in some state of repair. 

Mr. SHepparp. They are considered to be in good shape? 

Commander Frinpuey. Yes, sir. 

Mr. Suepparp. You feel they are in good shape? 

Mr. Nuun. Compared to other buildings in that area; yes. 

Mr. Suepparp. That is all, Mr. Chairman. 


SUPPORT OF UNIFIED COMMANDS 


Mr. WicGiesworta. Project 5-C, Support of Unified Commands, 
requests $558,000 compared with $562,000 in the current year, and 
$314,000 for the fiscal year 1953. This project is classified, and there- 
fore, dealt with in the confidential supplement. Why is this request, 
which I take it is for the expense of operation and maintenance of 
three commands, classified? 

Admiral Warkins. Their missions, and the functions of the com- 
mand are classified by the Joint Chiefs of Staff. 

Mr. Wiae_eswortnH. That, I can understand. 

Admiral Watkins. These tables [indicating] could be declassified. 
We have a breakdown of the table on page 5 of the supplement which 
can be declassified also. 

(Off-the-record discussion.) 

Mr. Wiacieswortnu. I understand that this project applies to the 
three so-called unified commands, United States European Command, 
United States Pacific Command, and the United States Atlantic 
Command, and I further understand that these commands were for- 
merly supported by all three services, and that funds were provided 
for the Department of the Navy’s share of the support for each of 
these commands. 

Mr. Srock. That is the way it was previously. 

Mr. Previously. 

Mr. Srock. Yes, sir. 

Mr. Wiae.esworrn. I further understand that a change has now 
been made. The Secretary of Defense has now directed a change in 
funding policy be made, whereby the Army as the executive agency 
for the European Command, the Navy as the executive agency for 
the Pacific and Atlantic Commands, each assume full responsibility 
for these respective commands; is that correct? 

Mr. Srock. That is correct. 


SUMMARY OF REQUIREMENTS 


Mr. WiaceLesworrtn. Without objection, we will insert the table 
at the bottom of page 5 of the confidential supplement, which I under- 
stand can be declassified, showing the overall figures requested by 
each of these three commands with respect to 1953-55. 
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(The statement referred to follows:) 
The following table summarizes the requirements for this project: 


Supplemental table of project content, support of unified commands 


| 

| Differ- 

} | 1954 esti- | 1955esti- | ence, 1955 

| 1953 actual | “mate | mate | compared 

| with 1954 
United States European Command ; | $146, 409 $172, 000 | 0 | —$172, 000 
United States Pacific Command... 0 210, 000 $382,000 | +172, 000 
United States Atlantic Command_._____._._._._.____-} 168, 000 180, 000 176, 000 | —4, 000 

314,409 | 562,000 | 558, 000 | —4, 000 


Mr. WiacieswortnH. The reason there is no request for the Euro- 
pean Command in fiscal year 1955 is because of the fact, as was just 
stated, that the Army assumes the funding of that command in full? 

Mr. Srock. That is correct. 

Mr. WicGLeswortu. I take it, from this table, that the Navy was 
provided in fiscal year 1954, with $562,000 representing its share in 
respect to all 3 of the commands? 

Mr. Srock. Yes, sir. 

OBLIGATIONS 


Mr. WiaeieswortH. What is the status of that overall fund, in 
terms of obligation as of some recent date, and in terms of any reserve 
that may have been set aside as a result of the change in methods? 

Mr. Srockx. The $172,000 for the European Command shown in 
the 1954 column, has been placed in reserve. There is no obligation 
against that. 

There is $210,000 shown for the Pacific Command. As of January 
31, we have obligated $109,000. 

There is $180,000 for the Atlantic Command in this budget by way 
of transfer from the Bureau of Ships. The Bureau of Ships supported 
this command last year, and we picked it up this year. We have 
nothing in our accounting records showing what money will be obli- 
gated and expended by the Bureau of Ships. 

Mr. WiccGiesworrH. You do not know what the obligations will 
be against that? 

Mr. Srocx. No; but I think that these are accurate figures as to the 
requirements for this year, and as to what the obligations will be by 
the end of this fiscal year. 

Mr. Wica.teswortn. The $172,000 in reserve, unless it is released, 
will lapse at the end of the fiscal year. 

Mr. Srock. That is right; yes. 

Mr. Wiacieswortn. What was the comparable figure in fiscal year 
1954, for the United States-Pacific Command, as compared with 
$382,000? 

Mr. Srock. $210,000 is the corresponding figure, Mr. Chairman. 

Mr. Wiacieswortn. Was that the overall cost of the United States- 
Pacific Command, or the Navy share? 

Mr. Srock. That is the overall cost, the total cost. 

Mr. Wiaciteswortn. And the overall cost of the Atlantic Com- 
mand was $180,000? 

Mr. Srock. Yes; that is correct. 
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Mr. Wiacerteswortu. The $382,000 for the Pacific Command, re- 
flects an increase of $172,000; what does that cover? 

Mr. Stock. May I discuss this off the record? 

Mr. Certainly. 

(Off-the-record discussion.) 

Mr. Wiacieswortu. Any questions on these items? 

Mr. Ostertac. No questions. 

Mr. Sueprarp. No questions. 


DEPARTMENTAL ADMINISTRATION 


Mr. Wice.ieswortu. Budget activity No. 6, “Departmental ad- 
ministration,” requests $12,100,000 or a decrease of $336,000 as 
compared with the current fiscal year. It is covered by pages 62 to 
70, inclusive, of the justifications, and is broken down into three 
projects. 

OFFICE OF THE CHIEF OF NAVAL OPERATIONS 


The first project, 6A, ‘Office of the Chief of Naval Operations,”’ 

requests $3,552,000 as compared with $3,834,000 in the current fiscal 
ear. 

, The justification states that the estimate of $3,552,000 is to provide 

for civilian salaries and other necessary expenses, of both military 

and civilian personnel, exclusive of military pay and allowances. 

Is there a breakdown of this request anywhere? 

Mr. Stock. Yes; I have available the object classification break- 
down, with the amounts spelled out. 

Mr. Wieeieswortu. The table which has been handed to me, 
entitled “‘Servicewide operations, Navy departmental administra- 
tion, CNO estimate fiscal year 1955” is broken down into personal 
services and various categories of other expenditures for the 3 years, 
1953, 1954, and 1955, with only 1 small increase in the 10 items 
listed, 6 of them reflecting decreases. Without objection we will 
include this table in the record at this point. 

(The table referréd to follows:) 


Servicewide operations, Navy departmental administration, CNO estimate fiscal 


year 1956 
1953 1954 1955 

actual estimate | estimate | Difference 

oy ee $2, 451, 502 | $2,371,000 | $2,331, 000 — $40, 000 
195, 583 240, 000 235, 000 —5, 000 
04 Communication services. -.............-....---.---- 178, 990 209, 000 186, 000 —23, 000 
05 Rents and utility services. ...__..............-.._-. 78, 720 68, 000 68, 000 0 
06 Printing and reproduction _-.............-.-....-.-- 522, 191 725, 000 514, 000 —211, 000 
07 Other contractual services_..............-......---- 124, 795 97, 000 82, 000 —15, 000 
08 Supplies and materials..................-.......-.. 112, 820 109, 000 95, 000 —14, 000 
91, 168 4, 000 30, 000 +26, 000 
ERASE Pees» 11, 667 11, 000 11, 000 0 
Total obligations... 3, 772, 336 | 3,834,000 | 3, 552, 000 —282, 000 

PERSONNEL 


Mr. WtacLteswortH. What is the personal service picture here 
which calls for approximately two-thirds of the total? 

Mr. Stock. The civilian man-years for the fiscal year 1954, 550; 
the military for the same fiscal year, 1,050. 
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For 1955, civilian man-years are 540 and military average, 999. 

Mr. Wicciesworrn. The figures under personal services apply 
exclusively to civilian personnel: ? 

Mr. Srock. To civilian; yes, sir. 

Mr. WiGGLeswortH. Any questions on project 6A, Mr. Ostertag? 

Mr. No questions. 

Mr. Mr. Sheppard? 

Mr. Sueprarp. Under the part time, they are paid on a per diem 
basis? 

Mr. Stock. Yes. I do not think we have paid anything more than 
$10 per diem for any of this work. 

Mr. Suerparp. No further questions. 


OFFICE OF THE JUDGE ADVOCATE GENERAL 


Mr. Wiaccieswortu. Project 6—-B, “Office of the Judge Advocate 
General,”’ requests $771,000, a decrease of $9,000 as compared with 
the current fiscal year, ‘the decrease being stated to reflect further 
economies in the category of travel, printing, and maintenance. 

Admiral Nunn. The volume of business confronting the Office of 
the Judge Advocate General is still, in this fiscal year, 1954, running 
at the same level as that experienced in the fiscal year 1953. This 
volume of work is in excess of 10 percent greater than that experienced 
in 1952 and approximately 20 percent greater than the volume experi- 
enced in the fiscal year 1951. The expectancy for the fiscal year 1955 
is that the volume of business will be approximately the same as pres- 
ent experience, unless some material change occurs in the size or status 
of forces. 

Although this volume of business is confronting the Office, the esti- 
mates for the fiscal year 1955, of $771,000, reflect a reduction in the 
cost of operating the Office for the third straight year. These reduc- 
tions represent fewer personnel than were employed as late as the 
fiscal year 1953; the discontinuance of all overtime, except for emer- 
gency situations; and the consistent close scrutiny of each proposed 
expenditure for necessity to the office. The only increase shown is a 
small item of only $4,000. This represents a request for the restora- 
tion of a sum to provide for the replacement of worn-out equipment, 
primarily typewriters and security files. There were no funds appro- 
priated for this type of expenditure in the fiscal year 1954. 

The obligated and committed amount under the appropriation for 
this project as of January 31, 1954, is $582,000. This represents 74.8 
percent of the funds appropriated for this appropriation for the fiscal 
year 1954. The balance will be obligated by the end of the fiscal 
year. 

Mr. Wiaeiesworth. There is a table on page 72, speaking in 
terms of fiscal year 1951, 1952, 1953, 1954, and 1955, showing the 
actual and estimated workload in the various categories of work in 
this office, with apparently an overall estimate the the workload in all 
categories in 1955 will carry on at the same level as in the fiscal 1954 

Have you a breakdown, “Admiral, by object classification? 

Admiral Nunn. Yes, sir. 
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PERSONNEL 


Mr. WiceLteswortu. What is the personnel covered by the request 
for $550,000? 

Admiral Nunn. That covers 136 civilian positions. 

Mr. Wicetesworth. What is the corresponding figure for the 
current fiscal year? 

Admiral Nunn. One hundred and thirty-six. 

Mr. WiaGLeswortu. The same figure? 

Admiral Nunn. Yes, sir. 

Mr. WicGieswortu. How about the military? 

Admiral Nunn. The military personnel to be emploved during 
this ensuing fiscal year will be 118 as compared to the 136 during the 
current fiscal year. 

OBLIGATIONS 


Mr. WiaaieswortH. Without objection, we will insert in the record 
at this point the table entitled “Obligations by Object”? Judge Advo- 
cate General’s office. 

(The table referred to follows: ) 


SERVICEWIDE OPpBRATIONS, NAVY—DEPARTMENTAL ADMINISTRATION, PROJECT 
6-B, Orricr oF THE JuDGE ADVOCATE GENERAL 


Obligations by object, budget estimate, fiscal year 1955 


| 
1954 esti- | 1955esti- | 
Object of expenditure 1953 actual mate mate | Change 
$591, 899 $549, 825 $550, one +$175 
19, 483 18, 000 17, 000; —1, 000 
06 Printing and reproductions_..................-....- 72, 535 82, 000 76, 000 —6, 000 
07 Other contractual services. 6, 381 10, 775 7, 000, —3, 775 
66, 571 100, 000 100, 000) ........ 
00 Equipment: ............ : 4, 334 4, 000) +4, 000 
15 Payroll taxes 3, 032 | 2, 400 2, 000) —400 
782,955 | 780, 000 | 771,000} —9, 000 


WORKLOAD 


Mr. WiaGieswortn. With reference to the workload table, with 
specified numbers of general and tort claims, admiralty claims and so 
on, does that mean the number received during the year in question, 
Admiral? 

Admiral Nunn. Yes, sir. 

Mr. Wiac.ieswortn. What is the situation in respect to backlog, 
if any; how current is your work? 

Admiral Nunn. We are at the moment current. We have courts- 
martial records for review, a few of which have been in the office more 
than 60 days. Those that have been in the office 60 days or longer 
have been delayed because of requests from the defendant for addi- 
tional time in which to file his brief. We are, in the main, current. 

Mr. WiaGieswortrH. What was the situation a year ago; were you 
pretty well current then? 

Admiral Nunn. Yes, we were. 
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REDUCTION IN PERSONNEL 


Mr. Wiaauieswortn. Is the reduction in military personnel that 
you contemplate, personnel qualified from the legal standpoint? 

Admiral Nunn. Yes; there will be a reduction of 18 attorneys. 

Mr. WiccieswortsH. From 136 to 118. 

Admiral Nunn. Yes, sir. 

Mr. Wiae._eswortH. How many attorneys do you have all ted? 

Admiral Nunn. We have 120. 

Mr. WiceLeswortH. One hundred and twenty, both military and 
civilian? 

Admiral Nunn. Yes, sir. 

Mr. Wiacieswortu. As of now? 

Admiral Nunn. Yes, sir. 

Mr. WiccLeswortn. So that next year you will have 102? 

Admiral Nunn. Yes. Seventeen of my attorneys are civilians; the 
rest are officers. As you know, of course, the pay of the military 
personnel is not reflected here. 

Mr. Wiae.ieswortu. I understand that this $550,000 applies only 
to civilian personnel. 

Admiral Nunn. That is correct. 

Mr. Wiacieswortn. Any questions on 6B, Mr. Ostertag? 


RESERVE OFFICERS 


Mr. OstertaGc. Under your setup, Admiral, you have a certain 
number of Reserve officers who are lawyers by profession? 

Admiral Nunn. Yes, sir. 

Mr. OsterraGc. And then you have a certain number that are 
career naval officers? 

Admiral Nunn. Yes, sir. 

Mr. Osrertag. And then you would have, in addition to that, 
other legally-trained people who are civilian? 

Admiral Nunn. Yes, sir. 

Mr. Osterraac. In the full-fledged lawyer category, what is the 
breakdown by comparison? 

Admiral Nunn. As to numbers? 

Mr. Osrrertaa. Yes. 

Admiral Nunn. In my office, we have 120 attorneys, 17 of whom 
are civilian attorneys. And, as between Regular and Reserve officer 
attorneys, the ratio is approximately 50-50. About half of the 
officers who are lawyers are reservists. 

Mr. OstrrtaG. Reserve officers? 

Admiral Nunn. Yes, sir. 

Mr. Osrerraa. Is there an adequate number of Reserve officers 
coming along to meet your requirements if they are called into service? 

Admiral Nunn. No. To begin with, Mr. Ostertag, we have never 
called a Reserve cfficer to active duty for legal duty against his 
wishes. That has not been necessary. But at the present time, we 
have only 129 Reserve officers on active duty who are lawyers, and 
who are not employed in regular legal billets. Some of them are 
working in unwritten legal billets. Of that 129, 87 have less than 18 
months of obligated service. 

We have on active duty at the present time reserve lawyers provid- 
ing an adequate pool from which we may draw to perform legal duty 


A 
in 


918 


when needed. We do employ a great many of these Reserve officers 
in legal activities. There are many young men who recently graduated 
from the Officers Candidate School and who studied law before they 
went into the Officers Candidate School, but who have had little 
experience as practicing attorneys before they came into the Navy. 
We employ some of them as lawyers, but not all of those boys are 
employed on legal duty in legal billets written as such; but most of 
them are employed in legal duties which are not written as legal 
billets. As an example, in the Navy, for each carrier, there are no 
written billets for legal officers on those ships; it is a luxury we cannot 
afford. Actually, however, each command who finds himself with a 
lawyer aboard ship does assign him to legal duty. 

Mr. OsrertaGc. They would not come under your jurisdiction? 

Admiral Nunn. No, sir. 


EDUCATION AND TRAINING 


Mr. Ostertac. I am primarily concerned about the legal branch 
of the Navy, under your jurisdiction, as to the situation in manning 
your office with a sufficient number of men trained in the legal pro- 
fession, and, at this point, I would like to ask what your program 
calls for in the field of education. Do you have a breakdown of men 
being trained by the Navy? 

Admiral Nunn. Yes, sir; the service schools are financed by the 
Bureau of Personnel and not by me. 

Mr. Osrertaa. They do not come within your jurisdiction? 

Admiral Nunn. No. The only educational projects that the Navy 
has are the service schools. There are also 13 naval officers and 14 
Marine officers who are engaged in going to law school under the 
auspices of my office. That is an activity which was restricted by 
one of the provisions in last year’s bill, the result of which is now that 
we have only 13 naval and 14 Marine officers in school. Eight of the 
naval officers will graduate in June and 9 of the Marines will graduate 
in June from the law schools—leaving 5 naval officers and 5 marines 
in law school after the June graduation exercises. All of the others 
are in their third year. There will be no new class in the law schools, 
so the program is about to stop in that respect. 

Mr. OsrertaGc. What is the problem of meeting your operational 
requirements, as to reservists, and also as to your own training 
program, and how it balances in relation to the military service in 
general. 

You pointed out that you are training certain men in the legal pro- 
fession to serve in the Navy. On the other hand, you just pointed 
out a moment ago that these reservists who are just out of law school 
are not fitted, by virtue of their lack of experience, to carry on certain 
of these functions in the legal branch of the Navy. Is that a proper 
assumption? 

Admiral Nunn. Not entirely. They are as fitted as any young man 
would be. They are fitted to serve as ensign in legal duties, which is 
what their rank is; they are all right, except they have been secured 
for other purposes. They have been through the regular Officer Candi- 
date School and so they do not stay with us very long. 

Mr. Ostertaa. Well, even so, how do they compare with the men 
who are trained under your specialized training program for the Navy? 
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They enter the field or the service with no experience. What is the 
difference between utilizing people who are receiving the free educa- 
tion furnished by the Navy and the reservists who obtain their educa- 
tion otherwise, but have been called by the Navy? 

Admiral Nunn. The difference is that the officers we educate have 
had a pretty good grounding in the naval profession as such and by 
virtue of their service they have attained knowledge of a great many 
things that these other young officers do not have. In other words, 
the officer educated in this Navy is a dual purpose man, and he stays 
with us for a full career. We educate only the career men, who are 
going to be in the Navy all their lives. 

Mr. WiacLesworru. If there are no questions, we thank you very 
much, Admiral. 

Admiral Nunn. Thank you, sir. 


EXECUTIVE OFFICE OF THE SECRETARY 


Mr. WiccLeswortu. The committee will come to order and we 
will take up budget activity 6C, ‘Departmental administration, 
Executive Office of the Secretary,” for which there is a request of 
$7,777,000 as compared with $7,822,000 in the current fiscal year. 

I understand that Mr. Dillon, administrative assistant to the 
Secretary of the Navy, is with us this afternoon and has a statement 
for the committee. We will be glad to hear from you, Mr. Dillon. 


GENERAL STATEMENT 


Mr. Drtton. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I appear before your 
committee in support of the fiscal vear 1955 requirements for appro- 
priations to support the Office of the Secretary of the Navy and the 
Executive Office of the Secretary of the Navy. These budget activi- 
ties, contained in the detailed justification book now before you, 
(Navy, vol. 11) are as follows: Budget activity 6C, departmental 
administration, EXOS, page 73; budget activity 7, printing equip- 
ment, page 87; budget activity 8, field services, page 89; budget 
activity 9, penalty mail, page 106; budget activity 10, contingencies 
of the Navy, page 107. 

The sum total of the fiscal vear 1955 estimates for these budget 
activities is $57,658,000. $16,175,000 of this estimate is required for 
the direct support of the Secretary's Office and the Executive Office 
of the Secretary. Also included in this estimate is $326,000 for penalty 
mail expenses of the Office of the Chief of Naval Operations, the Judge 
Advocate General, and the Executive Office of the Secretary. The 
classified project, extraordinary military expenses, under the contin- 
gencies budget activity accounts for the remaining $41,157,000. 


DEPARTMENTAL ADMINISTRATION 


Organizationally, the Executive Office of the Secretary exists to 
provide for the Secretary and his civilian executive assistants a mini- 
mum staff needed to maintain policy control of the Naval Establish- 
ment and to provide for business and logistic administration. Both 
the immediate Office of the Secretary and the staff offices are supported 
from the budget activity, departmental administration, EXOS. A 
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small group of military personnel boards which handle administrative 
actions and appeals are also funded from this budget activity. 

In total, the fiscal year 1955 estimate is $7,777,000. This estimate 
is $45,000 under the $7,822,000 fiscal year 1954 support level and 
$354, 284 under the actual amount obligated for this activity in fiscal 
year 1953. Detailed explanation of the organization, responsibilities 
and fiscal requirements of the offices and boards which comprise the 
Executive Office of the Secretary is contained in the justification book 
on pages 73 through 86. 


PRINTING EQUIPMENT 


Under budget activity 7, pages 87 and 88 of the detailed justifica- 
tion, $150,000 is requested to be appropriated for the procurement of 
printing and reproduction equipment required to replace wornout and 
obsolete equipment of the defense printing service, Washington, and 
the Navy printing service, field. Both these activities are financed 
under the Navy industrial fund and are prohibited by the provisions 
of their charters from procuring capital equipment from operating 
funds. The normal annual replacement of equipment was curtailed 
in the past year by the elimination of this budgeted item in the fiscal 

year 1954 appropriation act. It is considered most urgent that the 
requested funds be granted this year to insure the ability of these two 
printing services to continue to produce promptly and efficiently the 
printed matter required by the defense activities they service. 


FIELD SERVICES 


Those programs of the Executive Office of the Secretary which 
require implementation in the Naval Shore Establishment are grouped 
under the budget activity ‘“‘Field services.’’ The estimates for the 
programs are explained and justified in detail on pages 89 through 
105 of the budget book for the ‘“‘Servicewide operations’? appropria- 
tion. Five separate programs are currently being administered. The 
records management program provides for all naval activities staff 
assistance on current records (through 12 records management offices) 
and storage and service for noncurrent records (through 5 records man- 
agement centers). This program provides a means for controlling the 
creation, use, and disposition of Navy records, and the application 
of modern paperwork management techniques in Navy administration. 
The fiscal year 1955 requirement for the support of this program is 
$1,685,000, a reduction of $22,000 under the support level for the 
current fiscal year. The second of these field programs, the area 
wage and classification offices of which men are 11, provides for the 
classification of all field civilian positions subject to ‘the Classification 
Act of 1949. These offices also provide staff aid in the handling of 
local wage surveys and related studies affecting Navy civilian positions 
not subject to the Classification Act. A reduction of $56,000 under 
the 1954 support level of $1 million is reflected in the $944,000 estimate 
for the support of this program in 1955. 

The fleet home town news center, the third of these field programs, 
is located at Great Lakes, Fil. T his central location gives it a closer 
contact with the hundreds of small town newspapers and radio stations 
that it supplies with personal information on the activities and 
accomplishments of naval personnel who come from these small towns. 
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The use of these personal items by their home town news media not 
only contributes directly to high service morale, but collaterally to 
the civilian morale by providing the families and friends of service 
men and women with news of their activities which would not other- 
wise be available. In keeping with the planned reductions in 1955 
overall military personnel, it is anticipated that the workload of the 
fleet home town news center will be reduced. Accordingly, the 1955 
estimate of $80,000 for this program is $20,000 under its 1954 support 
level of $100,000. The Navy audit offices, which constitute the fourth 
of these field programs, are responsible for the audit of accounts at 
the various naval accounting installations to determine activity com- 
pliance with statutory fiscal requirements and with the fiscal policies 
and procedures of the Navy. These offices also seek to insure maxi- 
mum effective control over the accountability for all funds, property, 
and other assets for which the Navy is responsible. This program was 
formally established late in 1952 and is gradually expanding its scope 
of operations under the guidance of the Navy Comptroller. The 
present three offices are planned to be supplemented in 1955 by the 
establishment of 4 additional offices at locations with a concentration 
of naval activities. The amount required to support the 1955 pro- 
gram is $1,036,000; this estimate is $373,000 more than the $663,000 
currently available. Finally among these field programs is the cost 
inspection service which has as its primary function the determination 
of the accounting accuracy of contractors’ cost representations where 
such costs are the basis for contract negotiations and/or reimbursement. 
This program was transferred in mid-fiscal year 1954 from the Bureau 
of Supphes and Accounts and has been consolidated with other audit 
functions under the Navy Comptroller. A reduction of $19,000 has 
been effected in the 1955 estimate of $4,255,000 to support this program 
as compared with the 1954 support level of $4,274,000. 


CONTINGENCIES OF THE NAVY 


Of the 3 projects supported under the ‘Contingencies of the Navy” 
budget activity, pages 107 and 108, only 2 are administered by the 
Executive Office of the Secretary. The first of these provides funds 
for the travel expenses incurred by Members of Congress in visiting 
Navy field activities for the purpose of examining activity require- 
ments. Obligations in the amount of $12,444 were actually incurred 
for this purpose in fiscal year 1953. The 1955 estimate has been set 
at the 1954 level of $15,000. The second of these, ‘Official representa- 
tion,’’ supports expenses incurred by the Navy in extending official 
courtesies to foreign dignitaries visiting naval activities, or by Navy 
ships in foreign ports of call. Obligations incurred for this purpose 
in 1953 total $211,085. The estimate for 1955 is $233,000 which is 
the amount currently available for this purpose. 


OTHER PROGRAMS 


There remains in the estimates for this appropriation two other 
programs. The first of these is budget activity 9, ‘Penalty mail 
expenses,”” which appears on page 106 of the justification book. 
Provision is made by this activity to support payments to the Post 
Office Department, as required by Public Law 286, 83d Congress, for 
the usage made of penalty mail indicia by the offices supported by 
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this appropriation. On the basis of continuing surveys of usage, it is 
estimated that $326,000 will be required for these obligations in fiscal 
year 1955. 

The remaining budgeted program is the third project under the 
“Contingencies of the Navy” budget activity, “Extraordinary 
military expenses,” page 107 of the justification book. The purpose of 
this estimate of $41,157,000 is classified. 


PERSONAL SERVICES 


Of the $16,175,000 requested to support the planned fiscal year 
1955 programs of the Executive Office of the Secretary, a total of 
$13,621,600—or 84 percent—of the estimate is required for the pay- 
ment of personal services. This amount will support the 2,660 civilian 
man-years of employment estimated to be necessary to implement both 
the departmental and the field program responsibilities assigned the 
Executive Office of the Secretary. These 1955 estimates compared 
with the planned programs for 1954 indicate an increase of 28 man- 
years over the anticipated 2,632 man-year level in 1954, and an 
increase of $157,750 over the $13,463,850 estimated 1954 salary cost. 
These increases are net figures derived from decreases of 20 man-years 
and $153,750 in the estimated personal services costs of all Executive 
Office of the Secretary programs with the exception of the Navy 
Audit Office program with an increased requirement in 1955 of 48 
additional man-years at an added cost of $311,500 over its 1954 level. 

Departmental civilian employment in fiscal year 1955 is planned 
to be held just below the 1954 level—1,202 man-years compared to 
1,203, respectively. The number of military billets, however, is 
planned to be reduced by 27—from 383 to 356 billets. Field civilian 
employment is planned to be increased a net 29 man-years to 1,458 in 
1955 as compared to 1,429 in the current year. The field military 
personnel requirements increase in 1955 to 119 billets from the 109 
presently being utilized. This net increase of 10 military billets 
represents a planned decrease of 5 in the Fleet Hometown News 
Center and an increase of 15 in the Navy Audit Office program to 
staff the new offices planned to be established. 

Representatives of the various offices having responsibility for the 
major projects contained in this budget are present, and we are pre- 
pared to go into as much detail on our programs and fiscal requirements 
as the committee desires. 

Mr. WiaG.ieswortn. Thank you, Mr. Dillon. 

Project 6C, “Departmental administration, Executive Office of the 
Secretary,” calls for $7,777,000 as compared with $7 ,822,000 in fiscal 
year 1954 and $8,131,: 284 in fiscal 1953. There is a chart on page 76 
of the justifications showing the setup of the Office of the Secretary 
of the Navy, and on page 78 there is a breakdown, speaking in terms 
of fiscal vears 1953, 1954, and 1955, showing the military and civilian 
personnel and the dollars involved for each of the various offices and 
boards involved in the total. 


PERSONNEL 


Without objection we will insert in the record at this point the chart 
on page 78. 
(The chart referred to is as follows:) 
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SECRETARY'S OFFICE 


Mr. Wiceieswortn. The Secretary’s office apparently contem- 
plates a reduction in military personnel from 66 in the current fiscal 

ear to 63 in fiscal 1955; the same number of civilian positions for 
both vears, 66; and a decrease dollarwise from $465,350 in fiscal 1954 
to $457,300 in fiscal 1955, a reduction of $8,050. 


OFFICE OF ANALYSIS AND REVIEW 


The next item is the “Office of Analysis and Review,” which was not 

included in the 1953 appropriation, but which contemplates 14 civilian 

ositions, the same number as in the current fiscal year, with an 
increase dollarwise of $10,925. 

What is the function of that office, briefly? 

Mr. Ditton. The Office of Analysis and Review was established 
after the start of the fiscal vear. The increase there is mainly in the 
increase of 14 man-years. The office is now in the process of staffing. 
They have almost completed that. The Office of Analysis and Review 
was created actually before the start of the present fiscal year, but it 
was not staffed until after the fiscal year started. Basically, the 
function is to review requirements and broad overall programs for the 
Secretary of the Navy. 

Mr. Wiaciesworrn. Requirements for the Office of the Secretary 
of the Navy? 

Mr. Ditton. No, sir; the overall Navy requirements, Mr. Chairman. 


ADMINISTRATIVE OFFICE 


Mr. Wiaeteswortn. The Administrative Office contemplates the 
same number of military personnel, 16, for both fiscal year 1954 and 
fiscal year 1955, and a reduction in civilian positions from 475 in the 
current fiscal year to 466 in fiscal year 1955, with an overall reduction 
dollarwise of $66,000. 

SPECIAL ASSIGNMENTS 


“Special assignments” calls for 17 military positions compared with 
15 in the current fiscal year; 5 civilian positions in both years; and 
substantially the same dollar figure. What is covered by these special 
assignments? 

Mr. Dituon. “Special assignments,” Mr. Chairman, are the people 
who are assigned to the two fleet admirals, Admiral King and Admiral 
Leahy, who maintain offices in the Navy Department. We also 
support several clerks and the naval aide to the President and cover 
them in this “Special assignment” category. 

Mr. WiGGLesworrtH. at are the functions that Admiral King 
and Admiral Leahy deal with? 

Mr. Ditton. They are on continuous active duty and are actually 
in a consultant position to the Secretary and the President. 


OFFICE OF INDUSTRIAL RELATIONS - 


Mr. Wice.eswortH. The Office of Industrial Relations calls for 10 
military positions, the same as in the current fiscal year, and 162 
civilian positions, also the same as in the current fiscal year, and 
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$1,042,200 as compared with $1,049,950 in the current fiscal year, a 
reduction of $7,750. What are the functions of that office? 

Mr. Ditton. The Office of Industrial Relations is the central per- 
sonnel office for the Naval Establishment. It provides personnel 
policy guidance for all naval activities not only in the field of civilian 
personnel recruitment, but classification, and wage scheduling; all 
civilian personnel programs for the Naval Establishment emanate 
from this office. 

OFFICE OF NAVAL MATERIAL 


Mr. Wiac.Leswortn. Office of Naval Material calls for 118 military 
positions as compared with 134 in the current fiscal year, and 235 
civilian positions as compared with 254 in the current fiscal year, 
reflecting a dollar requirement of $1,479,900 as compared with 
$1,491,200 in the current fiscal year, a reduction of $11,300. 

What are the functions of this office? 

Mr. Ditton. Mr. Chairman, the Chief of Naval Material is con- 
cerned with the policy determinations in the fields of procurement and 
production and is responsible to the Secretary of the Navy for coordi- 
nating the procurement and production programs for the entire Naval 
Establishment. In addition to that, the Chief of Naval Material 
manages the Naval Inspection Service. 


OFFICES OF THE COMPTROLLER AND THE GENERAL COUNSEL 


Mr. Wiacieswortu. The Offices of the Comptroller and the Gen- 
eral Counsel are substantially the same setups as in the current fiscal 
year. 

OFFICE OF INFORMATION 


The Office of Information calls for 61 military personnel, the same 
as in the current fiscal year, and 19 civilian positions, a reduction of 1, 
reflecting a dollar requirement of $120,900, a reduction of $4,190 as 
compared with the current fiscal year. 

What is the function of that Office as compared with the function 
of the information setup under the Secretary of Defense? 

Mr. Ditton. This is the departmental office in the Navy Depart- 
ment, Mr. Chairman, and it reports to both the Secretary of the Navy 
and the Chief of Naval Operations. The Chief of Information estab- 
lishes the navywide public information program as distinguished from 
the departmentwide program of the Department of Defense. This is 
purely Navy in scope. 

Mr. Wiae.ieswortu. Is he responsible for the information that 
goes out, or is that responsibility in the Secretary of Defense setup? 

Mr. Ditton. He provides the Office of the Secretary of Defense 
with the information that goes out. 

Mr. Wiacieswortu. He does not release it publicly? 

Mr. Dition. He releases it through the Office of the Secretary 
of Defense; yes, sir. 

Mr. Wige.ieswortn. In other words, technically at least, there 
is a reviewing authority in the office of the Secretary of Defense 
before it is released? 

Mr. Dition. I would not say it is a reviewing authority. The 
Secretary of Defense is primarily concerned with overall defense 
public information, whereas the Chief of Information in the Navy 
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Department is concerned with purely Navy programs, the develop- 
ment of information not only for the press but for the radio, televi- 
sion, magazines, and books. 

Mr. Wiaciesworta. You stated that the information is released 
through the Office of the Secretary of Defense? 

Mr. Driton. That is correct. 

Mr. Wiacteswortu. So is the responsibility in the Office of the 
Secretary of Defense or in the Navy organization as to whether 
information shall or shall not be released? 

Mr. Ditton. Admiral Parks is here. May I ask him to answer that 
question, sir? 

Mr. WiacLesworrn. Certainly. 

Admiral Parks. Authority rests in the Office of the Secretary of 
Defense. All information released at the seat of government is 
released through and by the Office of the Secretary of Defense’s 
Office of Information. That includes material for all news media, 
such as the press, radio, television, and magazines. 

Mr. WieGieswortu. It is prepared in your Office of Information 
but released throgh the Office of the Secretary of Defense? 

Admiral Parks. Most of it is prepared in the various Bureaus and 
offices and sent to the Office of Information for processing and trans- 
mittal to the Secretary of Defense. 

Mr. WieeLeswortnH. And that in turn is funneled through the 
Office of the Secretary of Defense? 

Admiral Parks. That is correct, sir. 


NAVY MANAGEMENT STAFF 


Mr. Wiaeieswortu. ‘Navy management staff”’ calls for 1 military 
position as compared with 2 in the current fiscal year, and 15 civilian 
positions as compared with 12 in the current fiscal year, with an in- 
crease dollarwise of $28,350 as compared with the current fiscal year. 
Why the increase there? 

Mr. Ditton. Mr. Chairman, this increase is primarily in personal 
services. This office has not been fully staffed during this fiscal year 
and it is the Secretary’s desire to fully staff it. This would provide 
for three additional positions. There is also a slight increase in this 
$28,350 for a small amount of printing, but primarily it is for personal 
services. There has been some turnover and the vacancies have not 
been filled in the current fiscal year. It is proposed that they will be. 


BOARDS 


Mr. Wica.ieswortu. The rest of the items are listed under the 
heading of ‘‘Boards,’”’ for which there is apparently a decrease from 
49 military positions in the current fiscal year to 40 in fiscal 1955; 48 
civilian positions in both years; and a requirement of $204,300, a 
slight increase as coupe with the current fiscal year, apparently 
due to .6 increase in civilian man-years; is that correct? 

Mr. Dition. That is correct. 

Mr. Wigetesworts. The list includes the Board for Correction of 
Naval Records, Board of Decorations and Medals, Board of Review, 
Dicharges and Dismissals, Naval Examining Board, Medical Surve 
Review Board, Naval Retiring Review Board, Naval Clemency Board, 
Physical Disability Appeal Board, and Physical Review Council. 
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What is the difference between the last two boards? 

Mr. Ditton. The Physical Disability Appeal Board is a board that 
was created by law for naval personnel to appeal their cases to a 
board at a departmental level. The Physical Review Council is a 
board the Secretary has set up for reviewing all physical disability 
separation and retirement cases. 

Mr. WiaeLeswortnH. Any questions on project 6C, Mr. Ostertag? 


OFFICE OF ANALYSIS AND REVIEW 


Mr. OstertaGc. Mr. Dillon, under the Office of Analysis and 
Review, according to this justification there are no military personnel 
listed; however you have 14 positions; which must be civilian? 

Mr. Yes, sir. 

Mr. Osrertaac. And the request is for $137,600; is that correct? 

Mr. Ditton. That is correct, sir. 

Mr. OstertaG. According to our report $135,000 was requested 
last year, but I note here that $126,675 was made available. Was 
that the correct amount? 

Mr. Ditton. Mr. Ostertag, last year when we submitted this item 
in the 1954 budget this committee, in its report, deleted the funds and 
we appealed this in the Senate committee. The Senate restored the 
funds. Then, in conference, the funds were taken away but the 
authority to set up the office remained if we could set it up with our 
present funds. That is what we did. 

Mr. Osrerraa. In other words, you found $126,675? 

Mr. Drituon. Yes, sir, we reprogramed the whole activity. 

Mr. OstertaG. Which was taken from other funds? 

Mr. Ditton. Within this same table. 

Mr. OstertaG. Have you used the $126,675? 

Mr. Ditton. We will use it, sir, by the end of the year. 

Mr. OsrertaG. Well, it brings me to the question that disturbed 
the minds of the committee last year. I am referring to the fact that 
this funetion is a duplication of that performed by the Office of the 
Secretary of Defense and the Office of the Navy Comptroller. We 
face the same question at the moment, and I think it should be 
clear for the record if this is not a duplication so that we can decide 
once and for all whether or not this is a justifiable item. 

Mr. Ditton. I have a statement here, sir, anticipating your 
question, which I would like to read, and I would like to comment 
on it afterwards. 

Mr. Osrerraa. All right. 

Mr. Ditton. The Office of Analysis and Review has been function- 
ing for approximately 7 months. At present the staff of the Office 
consists of a Director, 3 Deputy Directors for the fields of manpower, 
materiel, and facilities, 5 staff analysts, and 3 secretaries. Recruit- 
ment of most of the staff was not commenced until August 1953, 
pending development of a specific work program and of organizational 
relationships between the Office and other elements of the Navy 
Department. Staff recruitment proceeded slowly because of the 
desire of the Secretary of the Navy and of the Director to obtain 
thoroughly qualified personnel. 

The Office has followed a policy of working informally and co- 
operatively with other agencies of the Navy engaged in the determi- 
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nation of requirements. These include such agencies as the Office of 
the Chief of Naval Operations, headquarters, Marine Corps, Office of 
Naval Material, the bureaus, and the Comptroller. 

The Office has completed several requirements projects and is now 
engaged in a much larger number of requirements studies on a long- 
range basis. As examples of work completed to date, the following 
are cited: 

1. At the direction of the Secretary of the Navy, the Office and the 
Comptroller conducted a study of military personnel requirements 
late in the fall of 1953. A reduction of 35,000 officers and enlisted 
men for the Navy was recommended to and approved by the Secre- 
tary and the Chief of Naval Operations. 

2. A study of requirements for an air-to-ground rocket conducted 
jointly by the Office of the Chief of Naval Operations resulted in a 
reduction of 75 percent in the requirement for the rocket. 

Mr. OstrertaG. Let me ask you, Mr. Dillon, do you come up with 
a different answer in your analysis and review of these requirements 
than that of the Office of the Secretary of Defense? 

Mr. Dituion. I think I might say these are requirements which are 

enerated within our own military department for the needs of the 
et to carry out its mission. Naturally there are requirements 
which we would like to have, but which cannot always be funded in 
any 1 year. What we are trying to do across the board in the Navy 
is to develop firm statements of requirements in support of the Navy 
program for manpower, materiel and facilities. The annual funding 
of these requirements is a matter for separate consideration by the 
Navy Comptroller. The personnel review was one example. That 
was a program dictated to us by the Secretary of Defense to reduc¢ 
ositions. This Office was called in to appraise the requirements. It 
1eld hearings for approximately 2 months to bring this about. 

Mr. OsrertaG. Does this lend itself to a defense mechanism of the 
Navy against any analyses that the Department of Defense might 
create? 

Mr. Dition. I think it puts us in a better position because we are 
then able to explain our requirements picture more factually as a 
rockbottom requirement. The requirements are generated within the 
Navy Department. 

Mr. Osrerrac. On the basis of your experience during the past 
year, do you feel it is justified as a duplicating service? 

Mr. Dituon. I feel that it certainly has justified its existence in the 
past vear, and I do not believe it is a duplicating service within the 
Navy, sir. 

Mr. Osrertraac. Well, when I say duplicating service I mean to 
imply that the same procedures are followed and perhaps the same 
records are reviewed although not for the same purpose. 

Mr. Dituon. I think that is correct. What they actually do is 

ull together all the planning that is done at the various levels of the 
Seal and they place themselves in the position of advising 
not only the Secretary but the Chief of Naval Operations as to a 
rockbottom requirement program. 

Mr. OsrertaG. You are requesting an increase of $10,925, but at 
the same time the same number of positions are involved. What is 
the reason for that increase? 
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Mr. Ditton. They are not employed on a full fiscal-year basis. 
The Office did not start to be staffed until last August. This would 
be on a full-year basis, sir. 


OFFICE OF INFORMATION 


Mr. OsrertaG. Taking up where Mr. Wigglesworth left off in the 
discussion of the Office of Information, there seems to be considerable 
confusion in the minds of many of us as to where much of the informa- 
tion emanates from and where responsibility starts and where it ends. 
Here is a case of an Office of Information on top of another Office of 
Information right in the Department of the Navy. Then the Depart- 
ment of Defense has its Office of Information, and all the other serv- 
ices have offices of information. Is your Office of Information the 
last word in public information? Is it a check or a guard or a review 
office, or what is its main function? 

Mr. Dition. It is an office, sir, that is set up within the Navy 
Department to pursue a public-information program for the Navy 
Department and the Naval Establishment. From this Office the 
policy statements are generated for the Naval Establishment at large. 
The people indicated on this chart are on duty in Washington. 

Public information people are also on duty in the various naval 
districts, in the field commands, and in the fleet. All of these people 
are doing public-information services of a kind. As Admiral Parks 
indicated a little earlier, much of the information that he handles is 
prepared in the field establishment and in the bureaus. An example 
of that weuld be a feature writer from a large national magazine. 
Bureau or field personnel would arrange the contacts, make arrange- 
ments for him to get the information in order to write a story, and 
review the material when he had completed it. 

With relation to the Office of the Secretary of Defense, here you 
have an office under the Secretary of Defense coordinating the efforts 
of the three services and the Marine Corps. This Office is in the 
policy field at the Secretary of Defense level. The Navy information 
personnel are operational within the Navy Department; operational 
in the sense that they are conducting a public-relations program. 
True, a large part of our information, when it goes out to the public, 
goes through the Office of the Secretary of Deiense which provides a 
security-review function. We also provide the same thing because 
of our own security requirements in the Navy Department. I do not 
know if I have made it clear, sir. 

Mr. OsrertacG. This is the only Office of Information responsible 
to the Secretary of the Navy? 

Mr. Dituon. It is under the Chief of Naval Operations and the 
Secretary, but there is only one Office of Information in the Navy. 

Mr. Osrertaa. Does he coordinate all information so far as infor- 
mation is made public by the Navy? In other words, is he the last 
word? 

Mr. Dituon. Yes, sir; as far as the Navy is cone>rned. 

Mr. SHepparp. Will the gentleman pardon an interruption at this 
point? 

Mr. Osrertaa. Yes. 
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Mr. SueprparD. Knowing your proclivity to accuracy, it may be 
the last word so far as the Navy is concerned, but the last word is 
the Secretary of Defense; is it not? 

Mr. Ditton. Yes, sir; but I understood Mr. Ostertag to say as far 
as the Department of the Navy is concerned it would be the last 
word. As far as the Department of Defense is concerned, it would 
not be. 

Mr. Ostertac. That is all I have, Mr. Chairman. 

Mr. Wiceieswortu. Mr. Sheppard. 

Mr. SHepparp. Just a few days ago a release came out in the 
press relative to the ability of certain planes to fly vertically, et 
cetera. Did that information have its origin within the Navy? 

Admiral Parks. The policy in the past has been to release a certain 
amount of information regarding a new type plane when the plane 
is removed from the hangar of the manufacturer for testing. If you 
are referring to a magazine article-—— 

Mr. Suepparp. I am referring to an article that appeared in the 
daily press about 5 or 6 days ago that had to do with the plane that 
could take off vertically. My question is whether the Navy, through 
its Office of Public Information, released that subject matter to the 
press. 

Admiral Parks. We released to the press a formal news release 
which gave a limited amount of information regarding it. Prior to 
that time a great deal had appeared in the press. It appeared in the 
papers, in aviation magazines, and in one news magazine, together 
with photographs which I understand were taken with telephoto 
lenses. We issued a press release because one of the models was 
visible to the public. A magazine of national distribution was ap- 
pearing soon with a story concerning it. We did not wish it to have 
an exclusive and scoop the other news media. For those reasons we 
came out the night before publication date with a short factual state- 
ment cleared by Defense. 

Mr. Suepparp. It makes it a little embarrassing, when the Navy, 
before this committee justifying its appropriation request, comes here 
with information stamped “Top Secret,’ and under that formula we 
refram from putting any information in the record, and then find the 
same situation developed in the press the following day; and when we 
go on the floor of the House to defend the appropriation bill as we re- 
port it we find ourselves in a position where we cannot discuss things 
because they are classified, and yet the same information has been 
released by the press. 

Admiral Parks. We do not classify or declassify information in 
the Office of Information. It is my understanding that this partic- 
ular information was declassified when it was ascertained that secrecy 
could no longer be maintained. Secrecy could have been maintained 
for 6 weeks longer but it would have cost $250,000 to do so. So it 
was decided to declassify the external features of the plane, but none 
of the internal features were declassified. 


SPECIAL ASSIGNMENTS 


Mr. Suepparp. With reference to the chart on page 78 of the 
justifications, relating to ‘Special assignments,’’ would you please 
supply at this point in the record, with respect to the military per- 
sonnel involved, their duties? 
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Mr. Dition. Yes, sir. There is a total of 17 military assigned to 
special assignments and a total of 5 civilian positions. 

Mr. SHepparD. I would assume the five are more or less in the 
clerical category? 

Mr. Dituon. They are all clerical. 

Mr. Suepparp. I do not have a particular interest in having the " 
information with regard to them, but I would like to have the in- . 
formation as to the military personnel. 

Mr. Dituon. Yes, sir. 

(The information follows:) 

The 17 military personnel in the special assignment category perform the follow- 
ing duties: 

NAVAL AIDE TO THE PRESIDENT a: 


commander, naval aide to the President 

chief warrant officer (WAVE), personal secretary to the President 

chief boatswain’s mate, chauffeur for naval aide 

chief yveomen, assistants to naval aide, clerical and stenographie duties 
stewards, 1 third-class petty officer, one nonrated, White House stewards 
seaman apprentice, assigned for temporary duty as penman in Social Office 


OFFICE OF SAVINGS BONDS 


commander, Director and eastern representative, Office of Savings Bonds, 
Development and coordination of savings bond program 


OFFICE OF FLEET ADMIRAL LEAHY 


Fleet Admiral Leahy, duties as delegated by the President 
1 lieutenant commander, aide to Fleet Admiral Leahy 


OFFICE OF FLEET ADMIRAL KING 
Fleet Admiral King, duties as delegated by the President 
1 commander, aide to Fleet Admiral King 
1 lieutenant (junior grade), personal assistant to Fleet Admiral King 


SECRETARIAT, RESEARCH AND DEVELOPMENT POLICY COUNCIL (A DEPARTMENT OF 
DEFENSE ACTIVITY) 


1 lieutenant commander, assistant to the senior Navy member and assistant for 
memberships 

1 yeoman first class, clerical duties 

1 yeoman second class, clerical duties 


MEDICAL SURVEY REVIEW BOARD 


Mr. Suppparp. Just what does the Medical Survey Review Board 
do and what is its system of operation? 

Mr. Dutton. First of all, the Medical Survey Review Board was 
established as a result of Public Law 346 of the 78th Congress. It 
was amended several times subsequent thereto, but the provision that 
governs the Medical Survey Review Board is generally as follows: 

The Secretary of War, the Secretary of the Navy, and the Secretary of the 
Treasury are authorized and directed to establish, from time to time, boards of 
review composed of 5 commissioned officers, 2 of whom shall be selected from the e 
Medical Corps of the Army, or Navy, or from the Public Health Service, as the 
case may be. It shall be the duty of any such board to review, at the request 
of any officer retired or released to inactive service, without pay, for physical 
disability pursuant to the decision of a retiring board, the findings and decision 
of such retiring board. 


It is purely a Navy board, sir. 
Mr. Surpparp. To whom are the recommendations made? 
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Mr. Dituo0N. To the Secretary. 
Mr. Suepparp. That is all, Mr. Chairman. 


PRINTING EQuiIPpMENT 


Mr. WiceLeswortH. Budget activity No. 7, “Printing equipment,” 
requests $150,000, no funds having been made available in the current 
fiscal year. You have told us that this is to replace wornout and 
obsolete equipment of the Defense printing service, Washington and 
the Navy printing service, field. What type of equipment is this? 

Mr. Dition. This is printing equipment. If you recall, last year 
there was some discussion in the committee about the advisability of 
using the corpus of the industrial fund for the provision of equipment. 
The money item was taken out of the bill, so we had no money to 
procure the equipment. Both are industrial-t ype operations, the one in 
Washington and the one in the field, and it has been the policy to issue 
charters which would not require acquisition of equipment from the 
fund itself. These are two small operations, comparatively, when you 
think of the shipyard operations, some of which are already in the 
fund. The Secretary felt we should seek funds directly from the 
Congress for this purpose. 

Mr. Wiae_eswortH. What is the size of the fund? 

Mr. Ditton. $1 million is the corpus of the industrial fund, sir. 

Mr. WiceLeswortu. And what was the expenditure against that 
fund in 1953 and 1954? 

Mr. Ditton. This is a revolving fund. The fund is supported by 
the activities which seek its services. For instance, I have the state- 
ment as of February 28 for the Defense Printing Service—Washington. 
This Service performs local administrative printing. Primarily it 
performs printing with a high security classification. This Service 
provided, during the month of February, 82 million impressions. The 
cost of production was $369,000. 

Mr. Wiaaieswortu. For what period? 

Mr. Ditton. That was just for the month of February. 

Mr. WiGcGLeswortn. What was in the fund June 30, 1953? 

Mr. Dituon. It is still a revolving fund. The corpus of the fund is 
$1 million. Out of this $1 million corpus, $300,000 was originally set 
aside for the operation of the Defense Printing Service. In addition 
to that, materials and supplies amounting to $574,000 have been 
covered into the fund. 

Mr. In 1 month? 

Mr. Ditton. No. Lam talking about the total fund from the time 
it was first started 5 years ago. 

Mr. Wicaieswortu. Off the record. 

(Discussion off the record.) 

Mr. WieGiteswortu. Did you purchase any equipment during the 
fiscal year 1954? 

Mr. Ditton. No, sir; we purchased no equipment in 1954, neither 
for DPS nor for the N avy Printing Service, field, sir. 

Mr. Wiaeieswortn. Are there any questions on budget activity 7, 
Mr. Ostertag? 

Mr. Ostertaa. According to your justification sheet the Defense 
Printing Service—Washington, and the Navy Printing Service, field, 
came into being under provision of charters. 
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Mr. Ditton. Yes, sir. 

Mr. Ostertac. Who granted the charters? 

Mr. Ditton. The charters were granted under the authority of the 
Secretary of Defense, approved by the Bureau of the Budget. 

Mr. OstertaG. In other words, it is a function or a service on a 
nonprofit basis? 

Mr. Dituon. Yes, sir; on a break-even basis. 

Mr. OstertaG. And the primary purpose of this service is to pro- 
cure, or make available, printing and reproductions of one kind or 
another, or reproduction equipment, perhaps? 

Mr. Ditton. Not reproduction equipment. It is administrative 
printing which is generally classified. The Defense Printing Service 
is a consolidated function which services Army, Navy, Air Force, and 
the Office of the Secretary of Defense. It is under Navy management. 

Mr. Ostertaa. In other words, it is under the sole management of 
the Navy, but it is utilized by all branches of the military service? 

Mr. Ditton. Yes, sir. 

Mr. OsrertaG. And under the provisions of the charter you are not 
permitted to use the revenues from the sale of this service and printing 
for capital outlay? 

Mr. Drtion. That is right. 

Mr. Ostertaa. Is that the gist of it? 

Mr. Dituon. Yes, sir that is correct. 

Mr. Ostertaa. Therefore, the $150,000 which is in the budget this 
year is for capital expenditure? 

Mr. Yes, sir. 

Mr. Ostertaa. I have no further questions, Mr. Chairman. 

Mr. Mr. Sheppard? 

Mr. Suepparp. I have no questions, Mr. Chairman. 


FreLtp SERVICES 


Mr. Budget activity No. 8, ‘Field services,” 
requests $8 million for 1955, an increase of $256,000 as compared with 
the current fiscal year. This item is covered on pages 89 to 105 of 
the justifications, and is broken down into 5 projects, in 4 of which 
there are slight decreases, and in 1 of which, ‘Navy audit offices,” 
there is a request for an increase from $663,000 in 1954 to $1,036,000 
in 1955, on the assumption that the number of offices will be increased 
from 3 to 7, as I understand it. 

Project 8A requests $1,685,000, a decrease of $22,000 for “Records 
administration,” 

Is this primarily for salaries? 

Mr. Ditton. A large part of it is for salaries; yes, sir. 

Mr. Wiac.teswortH. What are the comparative personnel figures? 

Mr. Ditton. Actually, sir, on the 30th of June 1953 we had 403 
persons on board. In 1955 we contemplate 371 persons on board, 
sir. 

Mr. Wiae.eswortu. What do you have now? 

Mr. Ditton. As of December 31, 1953, sir, we had 385. 
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Recorps MANAGEMENT OFFIcEs 


Mr. WiaGLeswortu. I notice in your opening statement that there 
are 12 records management offices and 5 records management centers. 
How many personnel do you contemplate in the 12 records manage- 
ment offices, and how many in the 5 records management centers? 

Mr. Ditton. Mr. Chairman, at the Alexandria, Va., Records Cen- 
ter, 32; in the other records centers as follows: At Garden City, N. Y., 
219; at Mechanicsburg, Pa., 28; at New Orleans, 24; at San Bruno, 
Calif., 21. The total is 324. 

The personnel in the records management offices are as follows: 
The Ist Naval District, 4; the 3d Naval District, 5; the 4th Naval 
District, 4; the 5th Naval District, 5; the 6th Naval District, 4; the 
9th Naval District, 5; the 11th Naval District, 3; the 12th Naval Dis- 
trict, 4; the 13th Naval District, 4; the Potomac River Naval Com- 
mand, 4; Guam, 1; and at the 14th Naval District, 4; sir. That is a 
total of 47. 

Mr. WieGieswortu. At which center is it that you have 219? 

Mr. Ditton. At Garden City, N. Y., sir. 

Mr. Wiceiesworta. Why do you have, relatively speaking, so 
many there as compared to the other centers? 

Mr. Ditton. We moved our military personnel records from Wash- 
ington to Garden City and concentrated them there. 

I want to make it clear that these are not active records. They are 
records of enlisted personnel, and medical records, school grade cards, 
and X-ray records. We service the Bureau of Naval Personnel, the 
Bureau of Medicine and Surgery, and the Marine Corps from Garden 
City. 

Business Macuine Urinization Program 


Mr. WiaeLteswortu. I notice that the district record administra- 
tion management offices are stated in the justifications to administer 
the following programs: Reports control, directives system standards, 
correspondence management, business machine utilization, micro- 
photography, current records systems, records disposal, and paperwork 
improvement. 

What is done in the field of business machine utilization? 

Mr. Ditton. Navywide, sir? 

Mr. WiaGieswortn. Whenever it is done. 

Mr. Dinio0Nn. Well, we have a tabulation here, sir, on the business 
machine program, which I think Mr. Kent is prepared to discuss. 

I might say, sir, that the district records management officer, 
whose primary job is to get the records into the center, also accom- 
panies the naval inspector general, and the site survey teams when 
they are in that geographical area, to assist in making management 
surveys of the aciivities in that area. 

I would say that between 50 and 75 percent of their time is spent 
making surveys in the geographical area which they serve. 

If you are ready, Mr. Kent will talk to you about the business 
machine survey. ; 

Mr. Kent. I am Frank V. Kent, acting administrative officer, 
Navy Department. 

Approximately a year ago, at the Secretary’s suggestion, a pro- 
gram was established in the Navy Department to take a look at 
and to improve our punched-card program. 
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This included, among other things, the establishment of a firm 
policy by the Secretary of the Navy, which included a cross-servicing 
program for the punched-card installations in the departmental area. 

Also, as Mr. Dillon has indicated, the naval inspector general was 
instructed in all of his surveys to pay particular attention to and to 
give all of the assistance that he could in his field surveys to the tabu- 
lating equipment area. 

The programs have been, we consider, quite successful, although 
they are not completely implemented as vet. 

he cross-servicing program in the Department has resulted in 
fairly substantial savings already, and we anticipate greater savings 
in the future. 

Perhaps it would be of interest to note that as of last year, the Navy 
reported a total rental value of all tabulating equipment in the entire 
establishment in the amount of $8,099,000. 

For the fiscal year 1953 the total rentals of this type of equipment 
in the Naval Establishment amounted to $7,532,000, or a decrease of 
$567,000 in rentals alone. Since July of this year, or, in the fiscal 
year 1954 the bureaus and offices have reported a reduction and a 
saving in the amount of $220,000. So, we feel very definitely that we 
are making progress, and those figures, gentlemen, include only the 
machine rental savings. 

We feel that we are justified in assuming a 2% to 1 ratio of machine 
rentals to personnel. In using that figure the savings, of course, 
materially increase. 

Mr. WicereswortH. Do you mean savings resulting from an 
increased number of machines and a resulting decrease in personnel? 

Mr. Kenr. No, sir. The savings are the result of a decrease of 
personnel and machines, through cross-servicing, redistribution of 
machines from one installation to another, and, in some instances, 
the consolidation of installations so that one installation can do the 
tabulating service job for perhaps two or three activities in a given 
locality. 

Mr. WiceLteswortu. How many of these machines are you utiliz- 
ing now, and how does that compare with the situation before you 
started this survey? 

Mr. Kenr. The present number of machines utilized in the Navy 
Department, and this is of all types, is 4,346. 

Mr. WiaGieswortH. That is navywide? 

Mr. Kent. Yes, sir. 

Mr. OsrertacG. That is all kinds of machines? 

Mr. Kenrv. Yes, sir; all kinds of machines, punches, verifiers, 
sorters, calculators, tabulators, interpreters, and the whole works. 

In the Department alone there are 417 of these machines and in the 
field there are 3,929. That is as of June 30, 1953. 

Mr. WiaeLteswortn. When did you start this survey? 

Mr. Kent. It was started approximately a year ago. 

Mr. WiaaLeswortn. Well, what is the situation now? Do you 
have any more current figures than those of June 30, 1953? 

Mr. Kent. Yes, sir; we do have more current figures on a piecemeal 
basis. However, obviously, because of all of the varied locations of 
the installations, and the huge volume of work that would be involved: 
in keeping a current month-to-month total inventory, we propose to 
make those inventories on a consolidated basis only once a year, sir. 
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NUMBER OF MACHINES 


Mr. WiceLeswortn. Has there been a decrease or an increase in 
the number since June 30 last? 

Mr. Kenrt. I am sorry, sir, I do not have an exact figure on the 
number of machines. 

Mr. WicGieswortu. I understand that. 

Mr. Kent. But I think, obviously, the decrease in rentals indicates 
certainly that a number of machines have been eliminated, that 
contracts have been cancelled, and that machines have been returned 
to the contractor. 

Mr. WiaGieswortn. Is it possible at this time to supply that 
information for the record? 

Mr. Kent. I believe so, sir, at least on an estimated basis. 

Mr. Wiae.ieswortn. Will you do that, please, when you revise 
your remarks? 

Mr. Kenr. Yes, sir. 

(The matter referred to is as follows:) 

The number of tabulating machines for which a rental of $8,099,000 was paid 
by the Navy during fiscal year 1952 is estimated to be 4,650. An actual inven- 
tory as of June 30, 1953 indicates the number of machines and annual rental to 
have been reduced to 4,346 and $7,532,481, respectively, per the following detailed 
statement. As of the present time, preliminary data indicate the annual rental 


has been reduced by an additional $220,000 since June 30, 1953 and the number 
of machines is estimated to be 4,250. 
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Tabulating machine rental in Navy, as of June 30, 1953 
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Mr. Wiacieswortu. This work is still in progress, I take it? 

Mr. Kenr. Oh, very definitely, sir. 

Mr. WicG.Lesworru. I assume the survey aims to assume a full 
utilization of all machines that are retained? 

Mr. Kent. Yes, sir, that very definitely is one of the primary 
purposes of the continuous survey in the field by the Naval Inspector 
General and, of course, the continuous work that we do in the De- 
partment to assure the best utilization we can get for all of our 
machines. 

Mr. WiaciteswortH. The overall saving is what, so far? 

Mr. Kent. In round figures, as far as machine rental alone is 
concerned, in the fiscal year 1953 we show a reduction in rental of 
$567,000, and the best information we have for the first half of this 
fiscal year is $220,000. 

Mr. WicGLeswortu. In addition? 

Mr. Kent. In addition, yes, sir. 

Mr. WiceG.LeswortH. And that is all in terms of rentals? 

Mr. Kent. Machine rentals, yes, sir. 

Mr. WiacLeswortH. And does that include the savings in terms of 
personnel? 

Mr. Kent. No, sir; it does not. 

We have some fairly firm figures, and are satisfied that we are 
entirely correct in assuming a ratio of two and a half personnel service 
cost to one for machine rental. Applying the ratio of two and a half 
to 1, you would come up with a total saving of around two and three- 
quarter million dollars from the fiscal year 1953 through the first 
half of 1954. 

Mr. WiceieswortuH. That is rentals, plus personnel savings? 

Mr. Kent. Yes, sir. 


TABULATING MACHINE RENTALS 


Mr. WiaGLeswortuH. The sheet that you have just handed me is 
entitled, ‘“Tabulating machine rental in Navy as of June 30, 1953.” 

Mr. Kenv. Yes, sir, that indicates the machines operated within 
the entire Naval Establishment broken down by department and field. 
It indicates the parent bureau or office as well as the various types of 
machines by number and rental paid for them. 

Mr. WiGGLEesworrtH. It indicates the total of 4,346 machines over- 
all that you told us about? 

Mr. Kent. Yes, sir. 

Mr. WiaG.LeswortnH. At a total rental of $7,532,481? 

Mr. Kenr. That is correct, sir. 

Mr. Wice_eswortH. When you revise your remarks, I wish you 
would feel free to elaborate on this picture so as to give us as complete 
a picture as you can of the program. 

Mr. Kenr. I will be very happy to, sir. 

(The matter referred to is as follows:) 


1, About a year ago the Navy revamped its punched card management pro- 
gram and vigorously pursued a course of action designed to reduce expenditures 
for punched card equipment without impairing efficiency. In May 1953 the 
Secretary of the Navy stated this objective in a directive which established tight 
controls over expenditures for punched card equipment and services. As the 
record already shows, significant savings have been realized from the operation of 
this program. These savings are being achieved by means of coordinated actions, 
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each of which cannot be evaluated independently in terms of dollars and cents. 
Together, however, they provide the vehicle for accomplishing the objective of 
economy as set forth by the Secretary. 

2. The principal management actions which have been taken are as follows: 

(a) A continuous review over all phases of punched card operations has been 
instituted to assure that expenditures are maintained at a minimum. 

(b) The Naval Inspector General has devoted special attention to punched 
card installations in all surveys conducted by his groups. 

(c) To assist in the implementation of the program, an advisory committee 
comprised of representatives of the various bureaus and offices was established. 
This committee is a key factor in the development of the program and provides 
for the coordination and implementation of navywide endeavors. 

(d) A plan of cross-servicing workloads between punched card installations has 
been tested in the Navy Department. It has been determined that if some work- 
load is transferred, during periods of peak production, from one installation to 
another, the total job can be performed with less equipment than it can on an 
individual installation basis. 

(e) A check list has been developed which enables a nontechnical examiner to 
evaluate the efficiency of punched card installations and make logical reeommenda- 
tions for improvement. 

(f) Procurement, distribution, redistribution, and release of equipment are 
closely controlled. Procedures have been established which provide for screening 
of requisitions to insure adequate justification prior to procurement. 

(g) One of the most effective and direct means of assuring economical utiliza- 
tion of equipment is through surveys of specific installations. During the past 
year studies, both general and detailed, have been conducted in over 50 punched 
card shops. 

3. From the results obtained thus far, Navy is convinced that an establishment- 
wide punched card management program is essential to economy in tabulating 
operations. The ultimate aim of the program is the most effective management 
possible at all levels of the Naval Establishment where punched card techniques 
are used, 

Mr. WiaeiesworrnH. Are there any questions on project SA, Mr. 
Ostertag? 

Mr. Osrrertac. Would you say, Mr. Kent, that the records admin- 
istration is principally an efficiency organization? 

Mr. Kenr. I think that would be a safe thing to say, ves, sir. 

Mr. OsrertaG. Have you any estimates as to what the overall 
savings have been as a result of your administration? 

Mr. Kenr. No, sir, I do not have. 


HOOVER COMMISSION RECOMMENDATIONS 


Mr. Osrervac. | note in the justifications that a part of the savings, 
estimated at $5 million, is the result of the recommendations and the 
report of the Hoover Commission Task Force. Have your improve- 
ments been principally the result of the Hoover Commission Task 
Force recommendations, or as the result of your own findings? 

Mr. Kenr. At the risk of sounding a bit boastful, Mr. Ostertag, I 
think I can safely say that the Hoover Commission recommendations 
were largely the result of having adopted the Navy’s program. 

Mr. Osrertaa. Do you have authority to institute changes where 
you find greater efficiency and economy can be put into force and 
effect? Do you have authority to direct a change, or do you merely 
suggest and advise? 

Mr. Kent. I would say that we exercise technical control in these 
areas and that it is pretty much of a selling job. We find that the 
sales are not too hard to make. 

Mr. OstertaG. You do operate under the authority of the Secre- 
tary of the Navy; do you not? 
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Mr. Kent. That is correct, sir. 

Mr. OstertaG. Have you, in your studies, felt at any time that the 
purchase of machines would be more practical and economical that 
the rental of them? 

Mr. Kenr. That’s a very difficult question, sir, and frankly I am 
somewhat at a loss to know how to answer it. 

Mr. OstertaaG. Is a part of your task the determination of the 
greatest utilization of the machines? For example, where we are 
renting machines such machines are costing the Government whether 
the machines are in use, or whether they are idle; is not that true? 

Mr. Kent. Yes, sir; that is correct. 

Mr. OstrertaG. And as your organization canvasses the operations 
and you find machines idle, do you arrange for a reshuffling of the 
utilization of these machines? 

Mr. Kenr. That is correct, sir. Actually we coordinate work with 
the various bureaus and offices in an attempt to get the best utilization, 
recommending cross servicing, redistribution of workload, and the like. 

Mr. Osrerragc. In other words, the annual appropriation of 
$1,600,000 for the Records Administration is a good investment in 
that it should save us millions of dollars, if properly used? 

Mr. Kenv. That is very true. I am afraid, however, that I may 
have misled you by indicating that we were completely an efficiency 
organization. A great part of this Records Administration program 
is a disposal program which includes the retirement of records and 
the like. Savings are effected in office space and other areas. 

Mr. Osrertaa. It is a combination of the two? 

Mr. Kenr. Yes, sir. 

Mr. WiaGLeswortu. Mr. Sheppard, do you have any questions on 
project 8A? 

Mr. Suepparp. With the chairman’s permission, I would like to 
ask a general question at this point. 

Mr. Dillon, with reference to the remaining projects that are 
involved in your presentation, including not only budget activity 8, 
but also 9 and 10, they are all stereotyped operations, more or less, and 
they follow the same formula of budget presentation that has been 
presented to the committee heretofore; is that correct? 

Mr. Yes, sir. 

Mr. Suepparp. Let it appear, Mr. Chairman, that I have no 
further questions on the projects just referred to. 


SERVICES 
AREA WAGE AND CLASSIFICATION OFFICES 


Mr. WiaGLesworrtu. Project SB, “Area wage and classification 
offices,” requests $944,000 for 1955 compared with $1 million in the 
current fiscal year. How many of these offices are there? 

Mr. Ditton. There are 11 of these offices, Mr. Chairman. These 
offices are located in the field. 

Mr. WieGLteswortH. What is the number of personnel in them? 

Mr. Ditton. As of January 31, we have 172 on board. 

Mr. WicgGLesworin. And you estimate having how many in 
fiscal 1955? 
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Mr. Diti0N. We estimate we will be able to maintain during the 
fiscal year approximately 181 in the program, sir. 

Mr. Wiae.eswortu. Why the increase? 

Mr. Dituon, It is not actually an increase. This is a slight turn- 
over for this particular period. Actually there has been a fairly 
steady decrease in this program, and as the item reflects the difference 
between last year and this year there is a $56,000 reduction in this 
program, sir. 

Mr. WiaeLeswortn. I do not understand when you say it is not 
actually an increase. 

Mr. Diuion. This happens to be the on board figure as of January 
31. Actually throughout the year it will probably be very close to 
181. The average would be about the same for next year, sir. 

Mr. Wiace.eswortu. There is a breakdown on page 96 of the 
justifications for 1953, 1954, and 1955 dollarwise for all of the 11 
ering and I note that there is a slight decrease in respect to all of 
them. 

FLEET HOME TOWN NEWS CENTER 


Project 8C, “Fleet home town news center’ requests $80,000 for 
1955, a decrease of $20,000 as compared with the current fiscal year. 
This activity is described on pages 97 and 98 of the justifications. 


NAVY AUDIT OFFICES 


Project 8D, “Navy audit offices” requests $1,036,000, for 1955, as 
compared with $663,000 in 1954 and $142,199 in 1953. 

I understand that there have been 3 offices in 1953 and 1954, located 
at New York, San Francisco, and Washington, and that it is proposed 
to open 4 new offices in 1955 at San Diego, Norfolk, Boston, and 
Pensacola. 

A breakdown of the cost involved by station in the 3 years 1953, 
1954, and 1955 appears at page 102 of the justifications. 

What is the number of personnel in the three offices you now have? 

Mr. Ditton. Mr. Chairman, Admiral Solomons, Deputy Comp- 
troller of the Navy is here, and I think he would like to speak to this 
subject, sir. 

Mr. WicGLesworrnH. We will be glad to hear from you, Admiral. 

Admiral Sotomons. Mr. Chairman, the personnel at the present 
time, due to the buildup, is 77. 

Mr. WicG_eswortu. In the three offices? 

Admiral Sotomons. In the three offices; that is correct, sir, and we 
anticipate by the end of the year 126. 

Mr. WicGLesworru. In those three offices? 

Admiral Sotomons. Yes, sir; and in the fiscal year 1955 an addi- 
tional 48 civilians, or a total of 174 in 7 offices. 

That does not include the total of 7 military in the current fiscal 
year and an anticipated 21 during the fiscal year 1955. 


JUSTIFICATION OF ADDITIONAL OFFICES 


Mr. Wiaeieswortnh. Now, what can you tell us as to results 
accomplished which would justify the opening of these four additional 
offices? 
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Admiral Sotomons. Mr. Chairman, we have completed a total of 
120 audits of naval activities up to the present time. 

We expect by the end of the fiscal year to have completed a total 
of 148. 

This does not include certain special audits which we have con- 
ducted, either at the request of a bureau or of another agency of the 
Department of Defense, but these are the routine type of audits of 
activities. 

SPECIAL AUDITS 


Mr. WiGeLeswortH. How many special audits have you com- 
pleted? 

Admiral Sotomons. I do not have the detail on those, sir. They 
vary from a 1-day type to look into a particular segment of an activity 
to a very comprehensive type, but I can give you an estimate when 
Lrevise my remarks, if that will be satisfactory, sir. 

Mr. WicGieswortu. If you will, please. 

Admiral Sotomons. Yes, sir. 

(The matter referred to is as follows:) 


The number of special audits completed to date has been 72. 


Admiral Sotomons. In the fiscal year 1955 we plan to complete 197 
audits. 

Mr. WieeieswortsH. That is cumulative? 

Admiral Sotomons. No, sir; that will be the number which we hope 
to complete in that fiscal year. 


RESULTS OF AUDITS 


Mr. WiceLeswortn. What have been the results of the audits 
which you have completed? 

Admiral SoLomons. In general, sir, we have found that there has 
been increasing attention to the requirements of the Budget-Treasury 
regulations and the accounting instructions of the Comptroller of the 
Navy since this audit program commenced. 

While it is relatively difficult to judge actual dollar savings resulting 
from an individual audit, a very rough estimate is that the cost of the 
audit has more than paid for itself in direct savings through recom- 
mendations for the cessation of duplication of accounting records which 
has resulted in a decreased number of personnel. 


DEOBLIGATION OF FUNDS 


There is a very great indirect saving through a check of the recorded 
obligations, which in some cases have resulted in a deobligation of 
funds which otherwise would have resulted in expenditures. 

We feel that the mere fact that an activity is subjected to an audit 
does a great deal to tighten up the accounting and for the local people 
to take a very good look at their procedures to insure that they are 
maintaining a very close rein on the expenditure of Government funds. 

Mr. WiaeLteswortu. Have you any dollar figure for the deobliga- 
tions to which you refer? 

Admiral Sotomons. No, sir; because deobligations occur as a result 
of numerous causes. 
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In some cases it is found that it is desirable to do so because of a 
change in the project, or in some work which had been planned. In 
other cases it has been as a result of these audits. 

I have a figure of the amount for the fiscal year 1953, money which 
has been deobligated in the past 7 months amounting to $55 million 
in round numbers, and of 1952 unliquidated obligations which have 
been deobligated in the past 7 months amounting to $63 million. 

Now, some percentage of that, perhaps as much as 10 percent of 
that total, may well have resulted from the audit of stated unliquidated 
obligations. 

Mr. Wiceieswortu. Where is the deobligation to which you have 
referred, amounting to $118 million, reflected? 

Admiral Sotomons. It is carried as an entry on the monthly report 
of the status of obligations. 

Mr. Wiaateswortu. Is it reflected in the various presentations 
which are being made in connection with the Navy’s overall request? 

Admiral Soromons. I feel certain that it is, sir. 

Admiral CLexton. Some of the balances of funds in 1954 that are 
going to be reported to you as unobligated at the end of the fiscal year 
1954 are the result of some of the audit work. 

Mr. WicGtesworts. This is, in effect, an overall reaudit of audits 
made at lower levels; is that right? 

Admiral Sotomons. Actually, sir, the Comptroller of the Navy, 
by the Security Act Amendments of 1949, title [V, is given Navywide 
responsibility for internal auditing and, whereas there may be at an 
activity a group known as the internal control group who do a type of 
auditing, this is the only activity that carries out a comprehensive 
audit of naval activities. 

There are inspections, of course, and any good commanding officer 
will have an inspection of the accounts maintained at his activity, 
but not comparable to this type of audit. 

Mr. Wiae_eswortu. Mr. Ostertag, do you have any questions on 
project 8C or 8D? 

Mr. OstrertaG. Pursuing the subject just a bit further, Admiral, is 
it fair to assume that if these new offices are established and your 
program is expanded that, by virtue of such expansion, the budget 
of the Navy will be substantially less? 

Admiral Sotomons. Generally, yes, sir; but, of course, the term 
“substantial’’—— 

Mr. Ostertaa. Well, by the term “substantial” | mean comparably. 

Admiral Sotomons. C omparably less, ves. 

The reason for the establishment of the additional offices is to give 
a better coverage and to reduce travel of the auditors. It could all 
be operated from one central office, but it would not be economical 
because when we send an auditor out into the field we have to pay 
his travel expenses and his living expenses when he is away from his 
normal office. 

The location of these offices is carefully selected in order to cover 
the greatest number and concentration of naval activities. At the 
present time from one office in San Francisco the auditors have to 
travel from Alaska down to San Diego, and out to Hawaii. 

Mr. OstertaG. We have, of course, the General Accounting Office 
in this connection. Would the increase in the operation of your 
Navy audits lend itself toward greater results and, perhaps, a better 
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relationship with the General Accounting Office on the part of the 
Navy? 

Admiral So.tomons. It has already done that, sir. We work very 
closely with the General Accounting Office, and have a close liaison 
with them, and as our audit program develops the General Accounting 
Office has indicated that they would then be in a position to do less 
of the detailed type of auditing and to continue more into the area of 
comprehersive audits. 

This activity, sir, is less than 2 years old and, as you know, a good 
auditor is a very difficult person to find. 

We have purposely not jumped into it and hired a large number of 
people who we did not feel were fully competent. It is our hope that 
we can maintain a very high quality of audit by this very slow ex- 
pansion. Off the record. 

(Discussion off the record.) 

Mr. OsrertaG. This is a greater expansion that was proposed a 
year ago; is it not? 

Admiral Sotomons. No, sir. This expansion has been planned all 
along to get an ultimate total of about 348 civilian personnel as an 
overall requirement in order to cover each major naval activity once 
per year. We have not yet covered all of the activities once, but we 
feel that if we can do a portion of each major activity once a year that 
that will give us an effective audit program. 

Mr. OsrerraG. That is all I have. 

Mr. WiaciteswortnH. Do I understand, Admiral, that these seven 
offices would not complete the program that you have in mind? 

Admiral SoLtomons. It would complete the program, insofar as the 
establishment of offices is concerned, sir, but it would not complete 
the program insofar as the staffing of the offices is concerned. 


DEOBLIGATIONS 


Mr. WiceteswortH. Do I also understand that to date there 
have been no deobligations in respect to 1954 money? You told us 
about 1952 and 1953 money. 

Admiral Sotomons. There may have been, sir, but the 1954 money 
could be reobligated after it has been deobligated, but your 1952 and 
1953 money in the annual programs could not be reobligated once 
it has been deobligated, and therefore would revert, and that would 
result in an actual saving. 

Mr. Ostertac. You mean you would look for other places to 
spend it? 

Admiral Sotomons. I do not; no, sir. The Comptroller has the 
very unhappy duty of trying to prevent the expenditure. 

Mr. Ostertaa. I was not referring to the Comptroller. I was 
referring to the Navy generally. 


COST INSPECTION SERVICE 


Mr. Project 8E, “Cost inspection service,” calls 
for $4,255,000 for 1955 as compared with $4,274,000 in the fiscal 
year 1954, and $4,383,410 in the fiscal year 1953. 

There is a table on page 104 of the justifications reflecting the com- 
parative workload for 1953, 1954, and 1955. 
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There is another table on page 105 of the justifications, showing a 
reduction in the estimated productive man-years of from 684 in 1953 
to 679 in 1954, and 677 in fiscal year 1955; and a reduction in cost of 
$19,000 in respect of personal services. 


WORKLOAD 


I notice, Admiral, in respect to the statement concerning workload, 
that there is shown a backlog at the end of fiscal year 1953 of $11,329 
million. 

Admiral Sotomons. Yes, sir. 

Mr. WicGLeswortu. The backlog estimated at the end of fiscal 
year 1954 is $11,337 million and that backlog is estimated to be re- 
duced to $9,837 million at the end of the fiscal year 1955. 

What does this cost inspection service do by way of comparison 
with the work we have just been talking about? 

Admiral Sotomons. Mr. Chairman, the work of the cost inspection 
service is primarily, and almost exclusively, in connection with con- 
tracts made by the Defense Department in the plants of industry. 
They work right in the plants of the manufacturer or from a central 
office in the area where a resident cost inspector in the plant would 
not be justified. 

These cost inspectors are concerned primarily with a determination 
of whether the billings that are being made by the contractor are 
proper; whether overhead is properly reflected; whether charges 
against the contractor are proper charges. 

The group that we have just been talking about are the active audi- 
tors, those who audit the naval activities. This is industry, the cost 
inspection service. 

Mr. WicGLesworrn. When you say that your estimated personal 
service cost is $4,042,500 for 779 man-years, does that mean an aver- 
age salary of something like $5,500? 

Admiral SoLomons. That is approximately correct, sir. The per- 
sonnel in this group are of necessity very highly trained and a capable 
group. I have the table here indicating the general service classifica- 
tion. There are 2 GS-15’s—this is the 1954; 8 GS—14’s; 35 GS-13’s; 
87 GS-12’s; 155 GS-11’s; 311 GS~-7’s to 9’s; and 197 GS—2’s to 6’s in 
the clerical and stenographic group. 

Mr. Wiae.ieswortu. Do you have an actual obligation figure as of 
some recent date against the $4,274,000 available this year? 

Mr. Watter. It is $2,100,000. 

Mr. WiacGLeswortu. As of December 31? 

Mr. Wa.tER. Yes, sir. 

Mr. Wiacieswortu. Any questions on these items, Mr. Ostertag? 

Mr. OstertaG. No questions. 


Penatty 


Mr. Budget activity 9, “Penalty mail,” requests 
$326,000. This is a new item, under Public Law 286 of the 83d 
Congress, approved August 15, last. How good is this estimate? 

Mr. Ditton. Mr. Chairman, I think it is a fairly decent estimate. 
It is based on the experience of the last 3 months. 
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CONTINGENCIES OF THE NAVY 


Mr. Budget activity No. 10, ‘Contingencies of the 
Navy,” requests $41,405,000, the same amount as for the current 
fiscal year. 

CONGRESSIONAL TRAVEL 


Project 10—A for “Congressional travel,’’ requests $15,000, and you 
indicate that the actual obligations for 1953 were $12,444. Do you 
have a figure for 1954 obligation to date? 

Mr. Ditton. Mr. Chairman, as of the Ist of January, it was 
approximately $7,500. 

Mr. Wiacieswortu. As of January 1, 1954? 

Mr. Dition. Yes, sir. 


OFFICIAL REPRESENTATION 


Mr. “Official representation,’”’ $233,000, the same 
figure as for the current fiscal year. What is the obligation figure for 
that activity? 

Mr. Dituon. We have obligated $176,277, so far. 

Mr. Wiae.Leswortn. As of what time? 

Mr. Ditton. That is through the third quarter. 

Mr. WiaGieswortu. The request under 10-C is classified, and 
necessarily off the record. 


Civit1an PERSONNEL 


We will discuss this item off the record and include individually 
thereafter the usual tables in respect to civilian personnel applying 
to this appropriation request, “Servicewide operations, Navy.” 

Without objection, we will insert those tables in the record following 
the off-the-record discussion. 

(Off the record discussion. ) 

(The tables referred to follow:) 
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6, 847.5 27, 754, 785 6, 780.0! 27, 7, 367, 270) 6, 670. 0 26, o16, O16 
139.0 590, 552 132. 0} 


549, 132.0} 550,000 


| } 
2, 732. 0) 13, 527, 234| 2,792.9) 14,063, 350| 2,821.4) 14, 232, 600 


wen. 1,938,834] 514.0) 1,741,057) 


405. 3 1, 400, 860 


564. 5| 1, 938,834) 514. 1, 741, 405. 3 1, 400, ‘860 
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Civilian employment—management basis—on board at the end of the fiscal year 
OFFICE OF CHIEF OF NAVAL OPERATIONS 


June 30, 1953 (actual) | June 30, 1954 (estimated) | June 30, 1955 (estimated) 


Source of funds | } | 
Total Graded Total |Graded 


Total Graded graded 


Un- Tn- 
graded | gre ee 


(10) 


I. Total under own ceil- } | | 
ing control | 7, 78% 3, 70 1,013 | 7,932] 6,867} 1,065] 7, 929 | 6,873 | 1,056 

Ii. Under own financial | | | | 

and ceiling control, | 

subtotal 6,503 | 5,609! 804] 6,693) 852 | 6,752 | 5,847 | 905 
1. Servicewide op- | | | } 
erations, Navy | 6,503 | 5,609 | 6,693 | 5,! 852 | 
Ill. Under own ceiling con- | 
trol, but financed by 
outside sources, sub- 


| 5,847 | 905 


total..... | 1, 280 1, 161 1, 239 1, 026 7” 1,177 | 1, 026 | 


OFFICE OF THE JUDGE ADVOCATE GENERAL 


June 30, 1953 (actual) | June 30, 1954 (estimated) | June 30, 1955 (estimated) 


Source of funds 


graded 


lotal |Graded gr 


Total Graded Total |Graded 


Un- 
graded 
4 


I. Total under own ceil- | 
ing control. 38 32 132 
Il. Under own financial 
and ceiling control. 3! 32 | 132 |.. 132 | 
1. Servicewide op- 
erations, Navy 35 | 35 13% 132 
III. Under own ceiling con- | | } 
trol, but financed by 
outside sources... 


EXECUTIVE OFFICE OF THE SECRETARY 


June 30, 1953 (actual) | June 30, 1954 (estimated) | June 30, 1955 (estimated) 


Source of funds 


Total |Gr: ided| Total Graded Total pore ided} 


Ur Un- 
| ere | graded | ere nuded 


I. Total under own ceil- | | } 
ing control. _- 3,139 | 2,22 g | 3,995 3, 052 943 4, 032 3, 104 


II. Under own financial 
and ceiling control | | | 
(subtotal) 3, 116 2, 20% 911 3, 968 3,029 939 4,005 3, O81 


1. Servicewide op- 

rations, | | 

Navy... ; 1,875 | 1,817 2,839 | 2,74 96 | 2,910 | 2,809 | 

2. Navy manage- 

ment fund... 173 | 22 2 22 22 

3. Navy industrial } | 
fund.__._- 1,071 | 260 | 1, 107 264 843 | 1,073 250 

Ill. Under own ceiling con- | | | 
trol but financed by 

outside sources, 

total) 


q 
| 
(1) | | @ | | ® | | ® | @ | 
1S 
= 
132 a 
132 |---+---= 
- 
7 8 9 10 
| 
924 
101 
823 
4 
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Monpay, Marcu 22, 1954. 
CIVIL ENGINEERING, NAVY 


WITNESSES 


BUREAU OF YARDS AND DOCKS 


REAR ADM. JOHN R. PERRY, USN, CIVIL ENGINEERING CORPS, 
CHIEF, BUREAU OF YARDS AND DOCKS 

CAPT. WILLIAM SIHLER, USN, CIVIL ENGINEERING CORPS, 
ASSISTANT CHIEF FOR MANAGEMENT AND COMPTROLLER, 

JOHN W. COCHRANE, MANAGER, BUDGET BRANCH 


OFFICE OF THE COMPTROLLER 


REAR ADM. EDWARD W. CLEXTON, USN, 


LER, DIRECTOR OF BUDGET AND REPORTS 


Amounts available for obligation 


| 


| 


Appropriation or estimate _ 

Transferred pursuant to 67 Stat. 16 to— 
“Military personnel, Army” 
“Military personnel, Navy’’___- 


Adjusted appropriation or estimate 
Reimbursements from non-Federal sources_.- ‘ a. 
Reimbursements from other accounts 


Total available for obligations. 
Unobligated balance, estimated savings (available for admin- 
istrative reappropriation in subsequent year). 


Comparative transfer from— 
“Aircraft and facilities, Navy’’...........................- 
“Navy personnel, general expenses” 
“Ships and facilities. Navy’ 
“Servicewide operations, Navy’’._. 
“Servicewide supply and finance, Navy’’.........-....--- 


Total obligations... 


1953 actual 


$212, 800, 000; 


—15, 000, 000 
—17, 500, 000 
180, 300, 000 
713, 009 

17, 607, 190 


198, 620, 199 
—20, 445, 740 


178, 174, 459 


172, 800 
4, 980, 527 
222, 000 
1, 964, 595 
9, 381, 000 


194, 895, 381 


1954 estimate } 


$115, 000, 000 


115, 000, 000. 
14, 767, 000 


129, 767, 000 


129, 767, 000. 


ASSISTANT COMPTROL- 


1955 estimate 


$116, 800, 000 


“116, 800, 000 
16, 602, 000 


133, 102, 000 


2, 319, 000 |.....--- 


99, 000 
7, 600, 000 


139, 957, 000 


133, 402, 000 


Nore.— Reimbursements from non-Federal sources are from the proceeds of sale of personal property 


(40 U.S. C, 481 (e)). 


Obligations by activities 


Description 


1953 actual 


1954 estimate 


1955 estimate 


Direct Obligations 


Appropriated funds: 
Industrial mobilization _- 


2. Industrial 
3. Maintenance and operation of shore ‘establishments___- 
4. Speci al procurement 
5. Construction battalion support. 
6. Research and development. 

7. Departmental administration _- 


Total obligations from appropriated funds____.._..- 


Reimbursements from non-Federal sources: 
3. Maintenance and operation of shore establishments. -. 
4. Special procurement... 


Total obligations payable out of reimbursements from 


non-Federal sources _.. 


$17, 187,361 | $16, 528, 00 $15, 228, 000 

276, 172 290, 000 290, 000 

95, 729, 287 | 88,617,000 | 84, 940, 000 

3, 10, 148, 000 5, 029, 000 

3, 362, 000 5, 263, 000 

1, 350, 000 1, 350, 000 

775, 136 4, 895, 000 4, 700, 000 

176, 575,182 | 125, 190, 000 80 800, 9,000 

177, 288,191 | 125,190,000 | 116, 800, 000 
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Description | 1953 actual 


Obligations Payable Out of Reimbursements From Other Accounts | 


1. Engineering services 

2. Industrial mobilization 
3. Maintenance and operation of shore establishments. 
4. Special procurement 


$300, 000 
3, 553 
11, 928, 637 


Total obligations 


payable out of reimbursements from 
other aecounts - 


17, 607, 190 


Total obligations 194, 895, 381 


Obligations by objects 


Object classification 1953 actual 


BUREAU OF YARDS AND DOCKS 


} 


Summary of Personal Services 


Total number of permanent positions. 
Average number of all employees. . 


Average salaries and grades: 

General schedule grades: 
Average salary 
Average grade... __ 

Crafts, protective, and custodial grades: 
Average salary 
Average grade... 

Ungraded positions: Average salary 


$4, 353 
GS8-6.0 


$3, 469 


Personal service obligations: 
Permanent positions. 
Regular pay in excess of 52-week base. 
Payment above basic rates 


$70, 652, 867 

270, 293 

2, 491, 762 
Total personal service obligations. 73, 414, 922 


Direct Obligations 
Appropriated funds: 
01 Personal services 

Travel 
Transportation of things 
Communication services 
Rents and utility services... 
Printing and reproduction 
Other contractual services 
Supplies and materials. 
Equipment._. 
Lands and structures... 
Taxes and assessments. 


49, 277, 693 
69, 441 


Total obligations from appropriated funds. . 
Reimbursements from non-Federal sources: 
Equipment. 


Total direct obligations 
Obligations Payable Out of Reimbursements From Other Accounts 


Personal services 

Rents and utility services_..._..._- 
Other contractual services 

Supplies and materials 

Equipment 


835, 870 
5, 688, 609 
1, 752, 521 


5, 482, 190 


5, 375, 900 | 


72, 579, 052 | 


22, 186, 941 | 
27, 048, 463 | 


311, 563 | 
176, 513, 205 | 
713, 009 | 


3, 848, 000 | 


1954 estimate | 1955 estimate 


$300, 000 | $300, 000 


8, 329,000 | 
6, 138, 000 


9, 312, 
6, 990, 


000 
| 

} 16, 602, 


133, 402, 


14, 767, 000 000 


139, 957, 000 | 000 


1954 estimate | 1955 estimate 


22, 624 


57 
9, 199 


$70, 603, 350 | 
277, 799 


73, 304, 503 


2, 629 


72, 468, 633 
611, 929 
132, 450 | 
438, 021 | 

3, 294, 227 | 
375, 005 

18, 268, 499 | 

17, 642, 086 
54 


11,5 


o 


99 
301, 596 


125, 125, 000 116, 735, 000 


304, 340 


125, 125,000 | 116, 735, 000 


| 


835, 870 
6, 365, 038 
102, 000 
1, 771, 092 
7, 528, 000 


835, 870 | 
| 4,479, 758 | 


| 1, 584, 372 | 
| 7, 867, 000 


Total obligations payable out of reimbursements from 


other accounts 17, 607, 190 


| | 
| 


14, 767,000 | 16, 602, 000 


208 


139, 892,000 | 133, 337, 000 


ALLOCATION TO DEPARTMENT OF THE INTERIOR 


Total number of permanent positions___............-...-...-- 
Full-time equivalent of all other positions... __. 
Average number of all employees. - 


Average salary and grades: 
General schedule grades: 


Average grade 


Obligations by activities—Continued 
| 
| 
18, 983 18, 521 18, 191 
$4, 553 | $4, 553 
GS-4.2 | GS-4.0 
— $3, 615 | $3, 603 4 
CPC-5.7| CPC-58 | CPC-5.6 
| $3, 494 | $3, 589 | $3, 587 - 
27 
2, 423, 354 | 2, 369, 4 
72, 
| | 
71, 406, 759 
722, 402 1. 597, 504 i= 
145, 438 132, 750 a 
: 423, 833 739, 443 a 
3, 373, 991 3, 188, 009 
174 367, 326 
13, 689, 435 
17, 495, 631 
7, 790, 340 
23, 463 
| 
| 177,226,214 | 
05 
09 
Total 
3 | 3 3 
2) 2 2 
5 | 5 5 
$4, 553 | $4, 578 $4, 608 
GS-6.6 | GS-6.6 GS-6.6 
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Obligations by odjecte—Continved 


Objet classification 1953 actual 1954 estimate} 1955 estimate 
ALLOCATION TO DEPARTMENT OF THE INTERIOR—Ccontinued 
01 Personal services: 
$18, 634 | $18, 634 $18, 634 
Regular pay in excess of 52-week base. | 
Total personal services............ ee eer 18, 684 | 18, 684 | 18, 684 
03 Transportation of things li eee 126 | 130 130 
136 140 140 
06 Printing and reproduction 102 110 110 
07 Other contractual services 899 1,105 1,105 
08 Supplies and materials 3, 004 4, 416 4, 416 
Equipment 1, 301 1, 350 1,350 
24, 854 26, 500 26, 500 
ALLOCATION TO DEPARTMENT OF COMMERCE 
07 Other contractual services (total obligations) .........._.-- 37, 123 38, 500 38, 500 
Summary of Personal Services | 
Total number of permanent pcsitions- ae 24, 559 | 22, 627 | 22, 380 
Full-time equivalent of all other poate 2 | 2 | 2 
Average number of all employees---_- } 18, 526 | 18, 196 
Average salaries and grades: 
General schedule grades: | 
Average salary $4, 353 $4, 553 $4, 553 
Average grade GS-6.0 GS-6.2 GS-6.0 
Crafts, protective, and ‘custodial grades: 
Aver: age salary... $3, 469 $3, 615 | $3, 603 
Average grade _ CPC-5.7 | CPC-5.8 CPC-5.6 
Ungraded positions: “Average salary- $3, 494 | $3, 589 $3, 587 
Personal service obligations: a, wu 
Permanent positions... $70, 665,947 | $70, $69, oe, 
Other positions 554 | 
Regular pay in excess of 52-week 270, 343 340 006 
Payment above basic rates 2, 491, 762 2, 423, 354 4, 369, 199 
Total personal service obligations 73, 433, 606 “73, 323, 187 2, 261,313 
Appropriated funds: 
72, 597, 736 72, 487, 317 71, 425, 443 
722, 707 612, 269 1, 597, 844 
03 Tra ansportation of things... 145, 564 132, 580 132, 880 
04 Communication services_................-...-.-.-.... 424,055 | 438, 171 739, 593 
05 Rents and utility services_.._- - 3, 374, 127 3, 294, 367 3, 188, 149 
06 Printing and reproduction 374, 490 375, 115 367, 436 
08 Supplies and materials.................- 27,051,467 | 17, 646, 502 17, 500, 047 
49,278,994 | 11, 556, 305 7, 791, 690 
Langs and 69, 441 | 37, 599 23, 463 
311, 638 301, 671 304, 415 
Total obligations from appropriated funds_-__._____. 176, 575, 182 | 125, 190, 000° 116, 800, 000 
Reimbursements from non-Federal sources: 
09 Equipment. 713, 009 | 
Total direct | “177, 288, 191 | “125, 190, 000° 800, 000 
Obligations Payable Out of Reimbursements From Other Accounts = ah 
01 Personal services 835, 870 835, 870 870 
05 Rents and utility services...._._. 5, 688, 609 4, 479, 758 6, 365, 038 
07 Other contractual services __.___- 3, 848, 000 3 102, 000 
08 Supplies and materials........... 1, 752, 521 1, 584, 372 1, 771, 092 
5, 482, 190 | 7, 867, 000 7, 528, 000 
Total obligations canals out of reimbursements from | 
other accounts____ 17,607,190 | 14,767,000 16, 602, 000 
Total obligations ob 194, 895, 381 | 139, 957, 000 133, 402, 000 


Unliqui 
Obligati 


Deduct: 
Adj 
Rei! 
Obl 
Unk 

T 


Expend 


Mr 
entitl 
Ad 
has a 
Ad 
Mi 


Ad 
thea 
servi 
tion 
nava 
renta 

Th 
tion 
priat 
maki 
requi 
decre 
year 

I \ 
prop 


the 1 
resul 
thro 
distr 
gatic 

TI 
level 
for fi 

lishn 
deer 


of lil 


: Out 
Out 
quire 
Th 
$1, 36 


955 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


set 


Unliquidated obligations, start of year _| $118, 589,744 | $109, 009, 905 $64, 514, 928 
Obligations incurred during the year a ----| 178,174,459 | 129, 767,000 | 133, 402, 000 
296, 764, 203 | 238, 776, 905 197, 916, 928 

Deduct: | 
Adjustment in obligations of prior years. ___ 14, 298, 673 | ts 
Reimbursements 18, 320, 199 14, 767, 000 16, 602, 000 
Obligated balance carried to certified claims account __ j--= 4, 494, 977 | 2, 034, 928 
Unliquidated obligations, end of year. ; 109, 009,905 | 64, 514, 928 59, 280, 000 
155,000,000 | 120, 000, 000 


Total expenditures 


155, 135, 426 | 
Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior authorizations. 


94, 819, 332 76, 520, 000 | 78, 000, 000 
60, 316, 094 78, 480, 000 42, 000, O00 


| 
| 


Mr. Wice.teswortu. We take up this morning the appropriation 
entitled “Civil engineering, Navy.” 

Admiral Perry, Chief, Bureau of Yards and Docks, is with us and 
has a short statement, I believe; have you not, Admiral? 

Admiral Perry. Yes; shall I proceed? 

Mr. Wiceteswortu. Yes, if you will. 


GENERAL STATEMENT 


Admiral Perry. Mr. Chairman and gentlemen of the committee, 
the appropriation, ‘Civil engineering, Navy,” provides for engineering 
services to the naval shore establishment; the maintenance and opera- 
tion of the public works centers, the public works departments of 16 
naval stations, the construction battalion centers, and most of the 
rental housing for naval personnel. 

The appropriation for fiscal vear 1954 was $115 million. In addi- 
tion to this amount $10,190,000 has been transferred to this appro- 
priation to support transferred functions from other appropriations, 
making a total available of $125,190,000. Our budget for comparable 
requirements in the fiscal year 1955 is $116,800,000, which reflects a 
decrease of $8,390,000 or approximately 7 percent less than in fiseal 
year 1954. 

I will briefly discuss each of the seven activities comprising this ap- 
propriation and indicate the reasons for savings or additional re- 
quirements for fiseal year 1955. 

The first activity, ‘‘Engineering service,” has been reduced 
$1,300,000, reflecting savings due to economies being effected through 
the utilization of workload data to determine requirements which has 
resulted in personnel reductions and corresponding support costs, 
through the recurring analysis of engineering support needs in each 
district and area, as well as the deferment of some studies for investi- 
gation of engineering problems affecting the Shore Establishment. 

The second activity, ‘Industrial mobilization,” remains at the same 
level of operation as in fiscal year 1954, with requirements of $290,000 
for fiscal year 1955. 

The third activity, ‘Maintenance and operation of shore estab- 
lishments,’’ which is the Bureau’s largest budget activity, reflects a 
decrease of $3,677,000 for the fiscal year 1955 as compared to the costs 
of like functions in the fiscal year 1954. The economies reflected in 
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this activity have been effected through careful analysis of annual 
estimates on improved estimate forms to determine absolute minimum 
maintenance and operational requirements to fulfill this Bureau’s 
responsibilities to the Naval Shore Establishment. 


FURTHER REDUCTION IN ESTIMATE 


The fourth activity, “Special procurement,” shows a reduction of 
$5,119,000 for the fiseal year 1955 as compared to the fiscal year 1954, 
which has been effected through the elimination or modification of 
certain equipment procurement. Gentlemen, at this time I would 
like to advise you that this activity can be further reduced 
by $3,100,000. Since the submission of this budget to reviewing 
authorities it has come to my attention that the first two items on 
page 32 for procurement of floating cranes is no longer a monetary 
requirement. It has been ascertained that suitable cranes can be 
obtained from Air Force excess without charge. 

Mr. WigGLesworrH. You mean by that, Admiral, that $3,100,000 
can be taken out of the request pending before the committee? 

Admiral Perry. Yes, sir, I do. 

The fifth activity, “Construction battalion support,” the only 
activity showing an increase, has additional requirements of $1,901,000 
for the fiscal year 1955 over the fiscal year 1954. A large part of this 
increase is due to transportation cost for the movement of mobile 
construction battalion equipment and personnel via Military Sea 
Transport Service ships which was formerly furnished without charge. 
The remaining portion is required to procure equipment and material 
for construction battalions to provide for training reserve and active 
personnel, outfitting of reinforced units and replacement of items 
expended through usage. 

The sixth activity, ‘Research and development,” has the same 
requirements for the fiscal year 1955 as that in the fiscal year 1954. 
It is desirable that this level of activity be maintained in the future 
due to the importance of the ‘Research and development’? program 
to Seabee operations. 

The seventh activity, “Departmental administration’? has been 
reduced $195,000 for the fiscal year 1955, reflecting decreases in all 
functions of the departmental operation. 

All of the Bureaus’ programs included in the 7 activities covered in 
this appropriation, reflect decreases except 3 which involve an increase 
of $2,057,000, offsetting a gross decrease of $10,447,000 and resulting 
in a net decrease and saving of $8,390,000. 

That figure was prepared before I knew that we could reduce by 
$3,100,000, due to the fact that we could obtain those cranes without 
charge. 

Mr. WiacLeswortn. So if you add the $3.1 million to that figure, 
you would have $11,490,000? 

Admiral Perry. That is right. 

The Bureau has been able to effect savings of 462 man-years in the 
fiscal year 1954 compared to fiscal year 1953, with further reduction 
of 330 man-years in fiscal year 1955 as against those required for 
fiscal year 1954. 

We will continue to emphasize to our people the importance of cost 
consciousness, and make the most effective use of modern manage- 
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ment tools to insure continued efficient operation and obtain full 
value of the military dollar. 
Mr. Wiae.eswortu. Thank you, Admiral. 


FUNCTIONS OF BUREAU 


For the record, would you elaborate a little as to the functions of 
the Bureau of Yards and Docks? For instance, what construction 
are you responsible for, what maintenance and operation and so on? 

Admiral Perry. Mr. Chairman, the Bureau of Yards and Docks is 
charged with the design and construction of all of the public works of 
the United States naval shore establishments, and it is further charged 
with the maintenance of all shore establishments. 

Now, when I[ say it is charged with the maintenance, I should qualify 
that to this extent: You will note that this appropriation ‘Civil 
engineering, Navy,’’ covers maintenance for some 16 naval stations, 
for the 2 public works centers, for the Construction Battalion centers 
and the District public works offices. While we do not get funds 
for the maintenance of ordnance stations, air stations, supply depots, 
or naval hospitals, nevertheless we are charged with setting up main- 
tenance standards for those various activities Which they are supposed 
to carry out. 

Mr. WiaGLeswortH. What is the dividing line between construc- 


Mr. Wiaatesworrn. But a substantial part of construction is 
financed through ‘Public works” and not directly through this appro- 
priation; is that right? 

Admiral Perry. The entire amount of construction, basically, 
is financed through ‘‘Publie works, Navy,’ yes. 

Mr. WiaceG.LeswortH. Whai is the construction that is financed 
under this appropriation request? 

Admiral Perry. There would be none. 


ENGINEERING SERVICES 


Mr. WiGGLesworrH. Does not your engineering service include 
construction activities? 

Admiral Perry. The engineering services, basically, Mr. Chairman, 
are for the purpose of providing personnel to make field surveys of 
projects which would appear to be in the offing, and to provide engi- 
neering services, as such, to the various shore activities concerning 
their maintenance and operational problems. 

Mr. Wiacateswortnu. In other words, your personnel has nothing 
to do with the construction whatsoever? 

Admiral Perry. Most of them do not; no, sir. 


Mr. Wicaiteswortu. To what extent do they; that is what I am 


trying to find out. 


tion, for which you are responsible, as | understand it, largely through 
the district public works offices and other construction for the Navy? 
Admiral Perry. Mr. Chairman, all new construction, practically 
all of which is included in the appropriation, ‘Public works, Navy,” 
is performed by us. In addition, we perform maintenance projects 
of sizable dimensions by coniract where the project is too large to be 
undertaken by day labor. 
q 
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Admiral Perry. Possibly I can best put it this way: We have our 
district public-works offices, and the personnel in those offices is paid 
from two different appropriations; the personnel which we use for 
inspection, for example, for the people who would give advice as 
regards soil erosion, water supply problems, and so forth, are all 
charged to this appropriation. 

Now, we have additional personnel in each one of these offices. 
When we have a new construction project, financed under the appro- 
priation, ‘Public works, Navy,” those people are put on that project, 
or those projects, exclusively, and as a consequence their pay is 
charged to the appropriation, ‘Public works, Navy.” 


RESPONSIBILITY OF NAVAL CONSTRUCTION 


Mr. WiacLeswortn. Let me call your attention, Admiral, to a 
quotation from last year’s hearings, under the hearing— 


RESPONSIBILITY OF NAVAL CONSTRUCTION 


Mr. WiacLeswortH. You are called upon for construction work throughout 
the entire Naval Establishment? 

Admiral Jetty. Yes, sir; wherever it may be located in the world. 

Mr. Wiac._eswortna. Now, from what you tell me, there would 
seem to be no responsibility whatsoever for construction work. 

Admiral Perry. No, sir; this particular appropriation is not 
charged with it. 

Mr. Wicaieswortn. That is what I am talking about. I am 
talking about the work that is in your Bureau, (a) in respect to con- 
struction and (b) in respect to maintenance and operation. 

Admiral Perry. That is right. This appropriation is basically to 
carry on maintenance and operation functions of the Bureau of 
Yards and Docks. That is its primary purpose. 

Mr. Wiaaiesworra. That is apparently your third activity. 

Admiral Perry. Yes. 

Mr. WiaG_esworru. That you have referred to. 

Admiral Perry. Yes. 

Mr. WiaGcieswortn. What is covered by “Engineering services,”’ 
which I had thought included construction items throughout the 
Navy? 

Admiral Perry. Mr. Chairman, of course in our district public- 
works offices, we have certain experts, as I previously mentioned, 
who deal with various problems which may arise. We will take water 
supply, for example. We have an expert in each district public- 
works office on water supply. Much of the study which he may 
perform might later lead to, or be used in connection with the prepa- 
ration of plans for a project financed from the appropriation, “Public 
works, Navy.” But in general we vould also go to any station which 
is having trouble with water supply. Let us take Pensacola, for 
example 

Mr. WiaeteswortnH. But it has nothing to do with work in process 
of construction? 

Admiral Perry. No. 
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VARIOUS TYPES OF OFFICES 


Mr. Wiacieswortn. Last year’s hearings indicated that you had 
various types of offices. For instance, 10 district public offices in this 
country and 4 overseas; 2 Bureau of Yards and Docks directors of 
overseas divisions; a base development section in Guam; 2 district 
public-works shops; 3 construction-equipment depots; 14 public- 
works departments at naval stations; and the Civil Engineering 
Research and Evaluation Laboratory. Is there any change in that 
picture as far as the 1955 request is concerned? 

Admiral Perry. Yes, I think there is. Two additional naval 
stations have been added. That would be the only change. 

Mr. WiccieswortH. Where are those stations? 

Admiral Perry. Norfolk and Seattle. 


PERSONNEL 


Mr. WicGLEeswortH. You say in your statement that the Bureau 
has been able to effect a savings of 462 man-years in the fiscal year 
1954 with a further reduction of 330 man-years in fiscal 1955. Is that 
civilian man-years or military man-years? 

Admiral Perry. That is civilian man-years. 

Mr. Wice.LeswortH. Can you give me the figures for 1953, 1954, 
and 1955, (a) as to civilian personnel and (6) as to military personnel? 

Admiral Perry. I think that is contained in the justification state- 
ment. It is quite lengthy. 

» Mr. Wiceiesworts. | just want the overall figures for that. 
¥ Mr. Cocurane. Civilian, 1953, man-years, 18,988. Civilian, 1954, 
man-years, 18,526. Civilian, 1955, man-years, 18,196. 

Mr. WiaGLeswortH. What about the military? 

Mr. Cocurane. The military figures are applicable to only our 
own activities. 

Mr. WiaGLeswortuh. Is there a different basis for those figures, from 
those given to us for civilian? 

Mr. Cocurane. Yes, sir; this is different in that the funding of 
“Civil engineering, Navy,” supports the civilian employees that we 
employ. We do not fund or support the military personnel from this 
appropriation. 

Admiral Perry. The figures which have been given you, sir, for 
civilian personnel are the man-years of civilian personnel; that is the 
18,988, 18,526, and 18,196 are the man-years of civilian labor which 
are chargeable to the appropriation, “Civil engineering, Navy.” 

We have in addition to that, certain military personnel assigned to 
three construction battalion centers and at the public works center in 
Guam, which are not chargeable to the appropriation at all. We can 
give you the military personnel which we have at those four activities. 

Mr. WiGceG.eswortu. Is that all the military personnel that are 
under you covered by this appropriation? 

Admiral Perry. Yes. 

Mr. Wiae.eswortu. That is the figure I want to get—for the 
3 years. 

Admiral Perry. I do not think this breakdown here would give 
you those figures. That is what I am trying to explain. I would have 
to get, and will get, those figures for you. 
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Mr. Cocurane. What I was trying to say is that we do not pay 
out of this appropriation for military personnel. 

Mr. WiacG.Leswortn. I understand that, of course. That applies 
to most appropriation requests that come before us, but you told us 
there was military personnel assigned to do work covered by this 
appropriation. 

r. Cocurane. Yes. In our activities covered by the appropria- 
tion, there were in 1953, 2,187 military personnel; in 1954, 1,777 
military personnel; and in 1955, 1,668 military personnel. 


AVAILABLE FUNDS 


Mr. WicGLeswortu. Now, as has been pointed out, this overall 
request for $116,800,000 compares with an appropriation for the 
current fiscal year of $115,000,000, an increase in those terms of 
$1,800,000. However, if we take into account comparable transfers, 
in respect to the fiscal year 1954, to which the admiral has referred, 
we find there is available for the current fiscal year $125,190,000, as 
compared with the request before the committee of $116,800,000. 

Admiral Perry. Yes. 


OBLIGATIONS AND EXPENDITURES 


Mr. Wiceieswortu. Do you have obligation and expenditure 
figures against the 1954 funds as of some recent date? 

Mr. Cocurane. Yes; as of January 31, 1954, our obligations were 
$68,529 ,352.15. 

Mr. Wiacieswortn. And have you the actual expenditure figures? 

Mr. Cocurane. Yes; the expenditures as of the same date are 
$52,329,659 against fiscal vear 1954 funds. 

Mr. Wiccieswortn. What unobligational carryover, if any, do 
you anticipate, as of June 30 next? 

Mr. Cocurane. $13 million. 

Mr. Wiaatesworts. What will that unobligated figure cover? 

Mr. Cocurane. Unobligated items will occur in every budget 
activity, reflecting savings to the Navy, resulting from better manage- 
ment through reestimating and reevaluating as we went along to keep 
expenditures consistent with the minimum requirements. 

Mr. Wiaa.iesworts. Do you expect there will be some unobligated 
funds in all of your activities? 

Mr. Cocurane. Some unobligated funds; yes. 

Mr. Wiacatesworts. Do you have a table that shows that? 

Mr. Cocurane. Yes;I do. 

Mr. WicGteswortH. May we have a look at that? 

Mr. Cocuraneg. Certainly. 

Mr. Wicc.esworta. This table which you have handed me shows 
the estimated unobligated balances in sums varying from $60,000 to 
$6,534,637 for an aggregate of $13 million for 7 budget activities. 


COMPARATIVE TRANSFERS 


A footnote against the overall request indicates the amount of 
$116,800,000 includes $10,383,000 for activities previously carried 
under appropriations, 
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When the remarks are revised, will someone explain briefly for the 
record why each of these transfers has been made? 
(The information requested follows:) 


Statement of comparative transfers to appropriation “Civil engineering, Navy,’’ 
fiscal year 1954 


Service- 
wide 
supply and 
finance 


Naval 
personnel 
general 
expenses 


Service- 
wide 
operations 


| 
| Total | Aireraft 
| transferred | 
| 
| 


and 
facilities 


| 

Naval stations: 

1, 566, 000 


58, 000 
Advanced base supply depots: 
Port Hueneme _...| 8,931,000 
Davisville___- 
Gulfport. _ 
Navy housing... 
Fuel costs 


10, 190, 000 


The financial responsibility for the above-listed installations and functions has 
been transferred to the appropriation ‘“‘Civil engineering, Navy’? by the Navy 
Comptroller. These transfers have resulted from activities being consolidated, 
redesignated, or in some instances realized to effect improved operations and 
reduce support costs as much as possible. These activities were transferred to 
this appropriation upon redesignation or realinement as they fall within the scope 
of financial support being rendered by the appropriation ‘‘Civil engineering, 
Navy. 


UNOBLIGATED FUNDS 


Mr. Wiccieswortu. Also with reference to the table of estimated 
unobligated balances, which you have just given me, I wish you 
would explain just a little bit more than you have the developments 
that lead to each of the savings. 

(The information requested follows: ) 


— — - — 
1, | 16, 000 $100, 000 
Total net transfers, 172,000 | 2,319,000 | 7, 600, 000 


962 


Schedule of estimated seis: § funds as of June 30, 1954, under the appropriation 
“Civil engineering, Navy, 1954” 


Budget activity Amount 
1. Engineering services: Maintenance and operation of DPWO’s___ 1-515, 671 
2. Industrial mobilization: Technical supervision of reserve plants__ 15, 000 
3. Maintenance and operation of shore establishments: 
Maintenance and operation of activities__......._._._____- 2, 843, 191 
Contract specials at various activities__..._______________- 1, 815, 446 
Defense housing (unobligated) specials__..._.._.._.______- 300, 000 
Maintenance of power plants__.________._.______________- 230, 000 
Maintenance of fleet moorings_._-__.__......_.---_-_---_- 46, 000 
1 6, 534, 637 
4. Special procurement: 
Warfare defense material and equipment_______ $2, 368, 535 
Warfare defense material and equipment reserve. 288, 000 
—_ 2, 656, 535 
Harbor defense material and equipment_______._-_._______- 385, 000 
(specific items) : 
1, 918, 121 
5. Construction battalion support: 
Operating support of construction battalion units—.___----- 56, 000 
Procurement of equipment and material for training CB per- 
Procurement of replacement equipment for CB units-_ _-__--_- 225, 000 
6. Research and development: Research and -- 2 179, 000 
7. Departmental administration: 


1 These savings have been made in the costs of maintaining and operating field activities and the Bureau 
of Yards and Docks in Washington, D. C. These savings result from better management of appropriated 
funds by furnishing guides to field activities indicating improved and more economical methods of main- 


tenance and operation. 
2 Procurement programs have been reduced to indicate savings in the estimated cost of items and in many 


instances procurement programs have been spread out over several years. 
APPROPRIATION INTRODUCTION 


Mr. WiaGtreswortn. Without objection, we will include in the 
record pages 2 and 3 of the justifications entitled ‘ Appropriation 
Introduction.” 

(The statement referred to follows:) 
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Civil engineering, Navy— Appropriation introduction 


Fiscal year | Fiscal year | Fiscal year 
1953 1954 1965 


$212, 800, 000 | $115, 000, 000 $116, 800, 000 
Total obligations payable from appropriated funds__.._. 176, 575, 182 | 125, 190, 000 116, 800, 000 


By laws, Navy regulations and directives, the Bureau of Yards and Docks is 
assigned various duties and responsibilities related to civil and allied engineering 
functions. These technical responsibilities apply to the entire Naval Shore 
Establishment. The appropriation ‘Civil engineering, Navy’ supports the 
technical and operational supervision and inspection of the Naval Shore Estab- 
lishment, including its public works, public utilities, and transportation and con- 
struction equipment. © accomplish these responsibilities, funds are required for 
the support of the district public works offices located in the various naval dis- 
tricts at a level consistent with the demands of field activities. Funds are also 
required for the maintenance and operation of such activities as public works 
centers, construction battalion centers, construction equipment depots, public 
works departments of various naval stations, the Civil Engineering Research and 
Evaluation Laboratory, 30,470 units of Navy housing, and other facilities and 
functions. In addition, funds are included for the operational support and equip- 
ment for construction battalion units, both active and inactive, which are pri- 
marily concerned with advanced base construction. 

The funds hereinafter requested for the fiseal year 1955 are $8,390,000 less than 
those provided during the fiscal year 1954. This results in a total request for the 
fiscal year 1955 of $116,800,000 as compared with $125,190,000 for fiscal year 
1954. It is considered that the funds requested are the minimum which will 
enable the Bureau of Yards and Docks to carry out its engineering, technical and 
other responsibilities in connection with the maintenance and operation of the 
Shore Establishment at the planned naval activity level of operation during the 
fiscal year 1955. 


Mr. Wiaateswortnu. Are there any questions before we take up 
the various activities, Mr. Ostertag? 


UNEXPENDED BALANCE, OBLIGATIONS AND EXPENDITURES 


Mr. OsrertaG. With reference to this $13 million unexpended 
balance, as of the end of this fiscal year, will that revert back to the 
Treasury? 

Admiral Perry. Yes, it will. 

Mr. Osrerraa. That is not being spent for any other activity? 

Admiral Perry. No. 

Mr. Ostertac. That is all I have on this matter, Mr. Chairman. 

Mr. Suepprarp. In response to an interrogation of the chairman, 
I understood that, as of January 31, 1954, you had obligations for 
$68,529,352.15. Is that correct? 

Mr. Cocurane, $68,529,352.15. 

Mr. SuepparpD. That is correct. And the expenditures were 
$52,329,659; is that correct? 

Mr. Cocurane. Yes. 

Mr. SHepparp. Subtracting the $52,329,659 from the $68,529,352.15 
leaves $16,199,693.83; is that correct? 

Mr. Cocurane. Yes, sir. 

Mr. SHepparD. What is the status of that fund of $16 million-plus? 

Mr. Cocurane. The status of that fund is that it is contractually 
obligated either for civilian employee payments, or for local procure- 
ment, or for major contractor procurement. 
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Mr. Suepparp. In other words, the $16 million is obligated on your 
books; is that correct? 

Mr. Cocurane. It is firm contract obligation. 

Mr. Sueprarp. With reference to page 3 of the statement—I quote 
from the context of the statement: 

“T would like to advise that this activity can be further reduced by 
$3.1 million.” 

Now, is that to be deducted from the $16,119,692.85? 

Mr. Cocurann. No; the $3.1 million is 1955 funds. 

Mr. Suupparp. I see. There is no duplication in the balance of 
$16,199,693.83? 

Mr. Cocnrane. No; the $3.1 million is against the 1955 request 
which is before the committee. 

Mr. Suepparp. In other words, without reference to the explanation 
we have just had, the $3.1 million can be deducted from the present 
appropriation request? 

Mr. Cocurane. Yes. 

Mr. Suerrarp. And this has no reference to the obligations which 
have been incurred in prior years, and without influencing the obliga- 
tions which have been created and posted on your books? 

Mr. Cocnrane. That is correct. 

Mr. Suerparp. No further questions, Mr. Chairman. 

Mr. Wiae.ieswortu. This request is covered on pages 5 to 54 
inclusive of the justifications and is broken down into seven budget 
activities which are listed on page 5 of the justifications. Four of 
those activities reflect decreases compared with the current fiscal 

ear; two of them reflect identically the same amount and one of them 
or construction battalion support, reflects an increase of $1,901,000, 
the overall net reduction being $8,390,000. 


ENGINEERING SERVICES 


Budget activity 1, for engineering services, calls for $15,228,000, 
a decrease of $1,300,000 as compared with the current fiscal year. It in 
turn is broken down in two projects: Project 1 (A) “District public 
works offices, base development, Guam, and Bureau of Yards and 
Docks directors, overseas divisions,’ and project 1 (B) ‘Technical 
engineering studies, investigations, and planning.” 


DISTRICT PUBLIC WORKS OFFICES, BASE DEVELOPMENT 


Project 1 (A) calls for $13,808,000, a decrease of $776,000 as com- 
pared with the current fiscal year and the justification states that the 
amount requested is for the maintenance and operation of the district 

ublic works offices, the base development section, Guam, and the 

ureau of Yards and Docks directors of overseas divisions, and 
includes the administration and supervision of construction of all 
public works and public utilities; authoritative technical determina- 
tions with respect to the maintenance, repair, and operation of all 
public works and public utilities and transportation and construction 
equipment. 

I understand from what has been said off the record that the 
words “supervision of construction” should be deleted. 

Admiral Perry. They should be deleted from this statement in 
the justification. 
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Mr. Wiaecieswortn. Since there is none of that work paid for out 
of this appropriation. 

Admiral Perry. That is correct. 

Mr. Wiceieswortn. There is a breakdown on page 11 of the 
justif.cation, speaking in terms of fiscal years 1953, 1954, and 1955, 
showing the dollar amounts required for each of the 16 district public 
works offices. 

Admiral Perry. Yes. 

Mr. WiaeLeswortu. And the base development section at Guam, 
and the two Bureau of Yards and Docks directors of overseas 
divisions. 

Admiral Perry. That is right. 


DIRECTOR, ATLANTIC DIVISION 


Mr. Wiaeieswortu. I notice that as compared with the 1954 
items, there is a decrease in each one of the items except in respect 
to the request for the Director, Atlantic Division, which reflects an 
increase from $54,172 in 1953 to $140,000 in 1954 and $169,532 in 
fiscal year 1955. What is the explanation for the increase in this 
office, Admiral? 

Admiral Perry. We have had a great increase in the overseas work 
in the Atlantic area. Among other things, we have the base work, 
which we will be performing in Spain and we have put a considerable 
number of people in England to carry out our increased responsibilities 
in Europe. 

Mr. WicGireswortH. Where is the Director’s Office? 

Admiral Perry. His head office is in New York. 

Mr. Wiaeieswortu. And he has branches overseas? 

Admiral Perry. Yes. 

Mr. How many? 

Admiral Perry. Well, he is in charge of all offices covering con- 
struction in the Atlantic and Mediterranean areas overseas. We have 
an office in charge of construction in London, Madrid, and in Port 
Lyautey. We have a representative in Iceland. We have a repre- 
sentative on various missions in Italy and in Greece, and I think that 
covers it. 

Mr. Wiceteswortu. Either on or off the record, can you tell us 
what the situation in Spain is at the present time? 

(Discussion off the record.) 

Mr. Wiceteswortu. Mr. Ostertag, any questions on project 1(A)? 


EMPLOYMENT OF NATIVE PERSONNEL 


Mr. Ostertaa. In carrying out the responsibilities of engineeri 
work and service in overseas areas, you do employ native personnel, 
I assume? 

Admiral Perry. In the office personnel—well, let me put it this 
way: In offices, we make as many native hires as is feasible to do. 

nsofar as architectual engineering work is concerned, we have told 
our architectural and engineering contractors they were to utilize 
the services of Spanish architects to the maximum of their ability to 
perform; they have done so. And, as a consequence, we are keeping 
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down the number of American nationals which will be in Spain to the 
minimum. 

As respects the construction work itself, we would anticipate that 
at least 80 percent of the work which will be accomplished in Spain 
will be effectuated through the employment of Spanish subcontractors 
which means the hiring of Spanish labor. 

I have previously given testimony to the effect that I do not see 
wherein our contractual force, both A. and E. and constructionwise, 
plus our own personnel, would exceed 400 Americans. 

Mr. Osrertraa. But for engineering services, you do function or 
operate in many countries; is that correct? 

Admiral Perry. Yes. 

Mr. Osrertaa. In connection with engineering services, are you 
responsible for the employment of native personnel for construction 
work, or for general duties in these various facilities of the Navy? 

Admiral Perry. Let us take Italy as an example. 

We have had an officer on, first, Admiral Carney’s staff and now on 
Admiral Fechteler’s staff and he has several officers under him, and 
they may let contracts for renovation of buildings or things of that 
nature. 

That would not be considered a public-works job. The personnel 
which would be used by the civil engineer officer on the staff of the 
admiral would be paid from funds which you are presently granting. 

Mr. Osrervtaa. If there is a construction project involved, it would 
be under the contract, would it not? 

Admiral Perry. Yes, it would be under contract. 

Mr. Ostertac. And the employment of indigenous or native per- 
sonnel would be in the hands of the contractor rather than the Navy? 

Admiral Perry. That is correct. 

Mr. OsrertaG. No further questions. 

Mr. Suepparp. No questions on 1 (A). 


TECHNICAL ENGINEERING STUDIES, INVESTIGATIONS, AND PLANNING 


Mr. Wiacetresworrn. For project 1 (B), “Technical engineering 
studies, investigations, and planning,” there is a request of $1,420,000 
as compared with $1,944,000 in the current fiscal year, and the justifi- 
cation indicates that these funds are in connection with design, engi- 
neering investigation, surveys, master shore station development pro- 
gram, administration and inspection of construction, repair and 
eo projects, and other technical responsibilities of this 

ureau. 

Admiral Perry. Again, Mr. Chairman, I think it would be well 
if we struck out the word “construction” and make it administration 
and inspection of repair and rehabilitation projects. In other words, 
strike out the word “construction” in the fourth line. 

Mr. WicGLeswortn. So it would read, “inspection of repair and 
rehabilitation projects.” 

Admiral Perry. Yes. 

a WicGLEswortE. How big a job do you have on these technical 
studies? 

Admiral Perry. Most of this is performed by contracts which we 
have with various A. and E. and with educational institutions. 
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ENGINEERING STUDY CONTRACTS 


Mr. Wiacteswortu. Do you have a list of contracts with institu- 
tions that are doing this work for you? 

Admiral Perry. I do not have it before me, Mr. Chairman, but I 
will furnish it for the record. 

Mr. WiaeieswortH. Are there many or few? 

Admiral Perry. There are quite a few. 

Mr. Wiaeteswortn. Will you furnish that list of contracts for the 
committee’s use? 

Admiral Perry. Yes. 

Mr. WiaGc.tesworrn. And state the character of the study and the 
amount involved in each instance? 

Admiral Perry. Yes. 

(The information requested follows:) 


Engineering studies 


Project Amount 
Study of conservation in building construction. (BuDocks con- 
tribution toward Bureau of Standards contract with National 


Boiler water equipment, supplies and technical services (funds a 
transferred to the Bureau of Mines)_..........-------------- 10, 000. 00 r 


Investigation of waterproofing of masonry walls (funds transferred 
to Office Civil Engineers, U. S. Army for BuDocks contribution 
for contract with Bureau of Standards)___..-...-.----------- 8, 000. 00 
Soil Conservation surveys of Naval facilities (funds made available 
to Soil Conservation Service, Department of Agriculture for 
Evaluation of existing runway 7-25 and feasibility study of exten- 
sion of runway 7-25, Naval Station, Argentia, Newfoundland. 
(Change orders C and D to A/E contract NOy 72225 Thompson 
& Lichtner Co., Inc., 8 Alton Place, Brookline, Mass.) - - ~~ ---- 3, 900. 00 
Provision of 5,000 additional color chips for Manual on Applica- 
tion of Color to the Shore Establishment. (Change order B to 
A and E contract NOy 75157; Faber Birren & Co., 500 Fifth 
Preparation of master plans for Shore Establishment (funds allotted 
| to 13 offices for award of A and E contracts within the various a 
Engineering analysis of rehabilitation of existing equipment at on 
South Annex Steam Generating Plant, PWC, Norfolk, Va. 
(A/E contract NOy 82827 with Wiley & W ilson, 711 West Main 
Studies and investigations to determine cause of cracked wall 
condition in dehumidified warehouses, NSD, Mechanicsburg, 
Pa. (This work being accomplished by Bureau of Standards.) -- 1, 820. 00 
Test board program for detection and observation of marine 
borers (Contract NOy 81072 with William F. Clapp Labora- 
Examination of water and sewage at activities in the 12th Naval 
District (Engineering Services contract NOy 80065 with Brown 


& Caldwell, San Francisco, Calif.) ..........-..-----.------- 12, 500. 00 
Corrosion Survey, NAS, St. Louis, Mo. (A and E contract with the 
Hinchman Corp., Francis Palms Bidg., Detroit, Mich.)_..____- 1, 776. 00 


Prototype design and evaluation of thin-shell precast and pre- 

stressed concrete elements and buildings (funds made available 

to the Bureau of Standards for accomplishing this work) --_ _-- 40, 000. 00 
Flow and salinity study of the Combahee River, Sixth Naval 

District (Funds made available to the U. 8. Geological Survey 

Preparation of procurement specifications for specified manu- 

factured items and assemblies (A and E contract NOy 83183, 

William A. Brown, 1223 Connecticut Ave. NW., Washington, D. C.)._ 38, 995. 28 
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Engineering studies—Continued 


‘Project 
Preparation of procurement specifications for specified manu- 
factured items and assemblies (Change orders A and B to A and 
E contract NOy 81025 with Day & Zimmerman, Inc., 1700 
Additional compaction of subgrade for poststressed concrete slab, 
experimental strip (Change order to contract NOy 29959 with 
Inc., 35 Westminster St., Providence, 


Engineering Study of a new type connection for sectional dry- 
docks (Change order A to A and E contract NOy 75454 with 
Ammann & Whitney, 76 Ninth Ave., New York, N. Y.)------- 
Development of descriptive data required for cataloging floating 
drydocks allowance list items (Change order A to A and E con- 
tract NOy 76726 with H. L. Yoh Co., Inc., 311-313 Walnut 
Preparation of machinery indexes and allowance lists for YFND 
a (Change order B to A and E Contract NOy 76726 with 
H. L. Yoh Co., Ine., 311-313 Walnut St., Philadelphia, Pa.) -- 
For a series of field investigational studies of termite resistant 
material for use in the Navy. (Funds made available to the 
Bureau of Entomology and Plant Quarantine, Department of 
Preparation of Roof Maintenance Manual. (Funds made available 
to Bureau of Standards for preparation of this manual) - - - ---- 
Preliminary studies for operational improvements of crane-titling 
moment indicator. (Funds transferred to the Naval Gun Fac- 
tory for accomplishment) 
Preparation of operating and damage control books for 4,000-ton 
floating drydock. (A and E contract 83024 with DiStasio & 
VanBuren, 136 Liberty St., New York, N. Y. being negotiated) - 
Inspection of four 300-foot steel towers and an elevated water tank, 
Naval Radio Station, Summit, C. Z. (Engineering service con- 
tract NOy 81667 with Byrne Organization, 1156 19th St. NW., 
Corrosion study for integrated system for cathodic protection at 
Naval Supply Center, Public Works Center, and Naval Air 
Station, Norfolk, Va. (Work to be accomplished under A and E 
contract in negotiation stage not yet awarded) __--.---------- 
Radio interference survey of electrical distribution systems and 
equipment, Construction Battalion Center, Port Hueneme, 
Calif. (Change order B to A and E contract NOy 76655 with 


Hopkins Engineering Co., 1612 K St. NW., Washington, D. C.)__- 


Plant betterment study, Naval Air Station, Jacksonville, Fla. (A 
and E contract being te NT for accomplishing this work) - - - 
Plant betterment study, Naval Base, Guantanamo Bay, Cuba. 


(A and E contract being negotiated for accomplishing this work) -- - 


Plant betterment study, Naval Air Station, Pensacola, Fla. (A and 
E contract being negotiated for accomplishing this work) - - - - - - 
Plant betterment study, Naval Station, Key West, Fla. (A and E 
contract being negotiated for accomplishing this work) - ------- 
Investigation of roof-coating materials for concrete flat slab con- 
struction at Guam, Midway Islands (Funds allotted to Direc- 
tor, Pacific Division, Bureau of Yards and Docks. Work being 
accomplished by station labor) 
Preparation of equipment lists for 30,000-ton steel floating dry- 
dock (Change order to A and E contract NOy 29737 being 
negotiated for this work) 
Preparation of equipment lists for 2,500-ton steel floating drydock 
cA and E contract NOy 72334 being negotiated for accomplish- 


$51, 977. 79 


15, 340. 00 


18, 760. 00 


14, 974. 30 


297, 000. 00 


13, 618. 97 


7, 000. 00 
16, 000. 00 


4, 950, 00 


71, 550. 00 


8, 520. 00 


8, 000. 00 


.--3, 614. 40 


15, 000. 00 


..15, 000. 00 


15, 000. 00 
20, 000. 00 
10, 000. 00 
17, 460. 00 


8, 000. 00 
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Engineering studies—Continued 


Project Amount 

Preparation of equipment lists for 500-ton and 2,000-ton steel float- 

ing drydock (A and E contract NOy 83777 being negotiated for 

Study on methods for measurement of air and vapor infiltration into 

dehumidified warehouses (A and E contract NOy 83387, Professor 

Joy, Pennsylvania State 3, 000. 00 
Adaption of one diatomite filter for powerplant, Naval Station, 

Argentia (engineering services contract NOy 83983 with Wallace 


Cousteucticn New York: 12, 560. 00 


ach area, California (A and E contract being negotiated for 
accomplishing this work) 29, 500. 00 

Design of cathodic protection system for 3,000-ton Marine Rail- 

way, New London, Conn. (A and E contract NOy 83781 being 


negotiated for accomplishing this work) -_.._..--------------- 3, 400. 00 
Other miscellaneous A and E type contracts currently being 


Balance committed for specific items being processed for 


Mr. WiaeLeswortu. Any questions on 1B, Mr. Ostertag? 


UNEXPENDED BALANCES 


Mr. OstertaG. Out of the money made available previously for 
this purpose, do you contemplate any unexpended balance as of 
June 30? 

Mr. Cocurane. No, sir. 

Mr. OstrertaG. Then the estimated unobligated balance of engi- 
neering services, of $515,671 is exclusively for the District public 
works offices and items coming under 1A rather than technical 
engineering studies? 

Admiral Perry. Yes, sir. But you will note that in 1955 we 
are planning to reduce the amount which we will spend for this 
purpose by $524,000. There will be no unobligated balance under 
the amount you granted in 1954 in the amount of $1,944,000. In 
other words, that will all be used up. 

Mr. Osrertag. Does that mean that where you found that you 
had a certain amount of money in excess of the requirements last 
year, you will reduce your request this year? 

Admiral Perry. We just will not make as many studies this year, 
Mr. Ostertag. 


DIFFERENCE BETWEEN ENGINEERING STUDY AND RESEARCH AND 
DEVELOPMENT 


Mr. Ostrertac. What is the difference between this technical 
engineering study and research and development? 

Admiral Perry. Well, I would say that there is only a fine line 
drawn between the two; I assume it could be argued that research 
and development includes the preparation of a master plan of develop- 


Additional items of inspection of hangars, NAS, Lakehurst, N. J. “a 
(A and E contract NOy being negotiated with William L. Crow 
q 
‘= 
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ment for various shore stations. We do not include it in that way, 
however. 

A research project, in essence, is a project which goes into some sub- 
ject.about which we have very little knowledge. On the other hand 
technical engineering studies are those concerned with the preparation 
of plans for advanced bases, functional components, or plans and 
drawings for the standard mobilization type of structure. 

Now, of course, under some definitions, I suppose that could be 

ut under research and development if you wanted to but we do not 
ook upon it that way. 

Mr. Ostertac. Admiral, considering the nature of the activity 
under the head “Investigations,” what do you investigate; what is the 
nature of your investigations? 

Admiral Perry. Well, when you say investigation, it could be a 
study, if you wish. For instance, we have conducted studies for the 
evaluation of our dehumidification program. You could use the term 
“study,” or you could use “investigation”; the two words, I would say, 
are interchangeable there. 

Mr. OstertaG. That is all. 

Mr. Wiactesworrn. Any questions, Mr. Sheppard? 

Mr. Sueprarp. In other words, investigation is merely used here 
for the purpose of explaining the situation. It does not create a 
knowledge concerning the type of function that is investigated, as is 
usually expected under a research project? 

Admiral Perry. That is correct. 


REPAIR AND REHABILITATION OF NAVAL INSTALLATIONS 


Mr. Suerparp. With respect to the particular aspect of where it 
has to do with repair and utilization of the project, Admiral, what 
is the situation with respect to repair and rehabilitation of naval 
installations which you just recently visited, I understand? 

Admiral Perry. Yes; I did. 

Mr. Sueprarp. Many of those supporting activities are under other 
branches of the Navy involving construction aspects, all of which fall 
within your department, as I understand? 

Admiral Perry. That is correct. 

Mr. Suepparp. And you have a public-works officer on those sta- 
tions assigned for that purpose? 

Admiral Perry. Yes. 

Mr. Suepparp. What was the general repair situation in the various 
stations that you visited—good, bad, or indifferent? 

Admiral Perry. The stations which I visited in Texas appeared in 
rather a poor state of preservation; those stations include the naval 
air stations at Corpus Christi, Kingsville, and Beeville, Tex. We 
also looked over various other outlying fields in the general vicinity 
of those stations. 

There is an explanation for the sad state of repairs, you might say, 
because those stations were practically deactivated after World War ii 
and then, of course, with the impact of the Korean War we had to 
throw people into them almost overnight and they have never caught 
up with the maintenance work, particularly where they were in a bad 
state of repair. 
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Mr. Saepparp. You think under the 1955 proposal that your repair 
operations are going to be reasonably good to take care of the im- 
portant factors of repair required at those places, in order to avoid a 
minimum return aspect? 

Admiral Perry. The stations I mentioned are all air stations and 
therefore the repairs of those stations are accomplished from funds 
which are not included in this appropriation request. 

My personal feeling is that our “Maintenance” and ‘Repair’ 
appropriations have always been somewhat below what we would 
prefer to see them, in order to keep the shore establishments up to the 
proper state of repair. If this is not done, we will have an increasing 
number of what we term “special projects,” which we cannot possibly 
finance and that list of special projects will increase from year to year. 
due to the lack of funds to enable us to accomplish the work. 

Mr. SHepparp. Mr. Chairman, perhaps this is not the appropriate 
place to ask this, but I would like to ask a question on a matter 
which we have passed. 

Mr. WicGLeswortu. Very well, Mr. Sheppard. 


SERVICES FOR OTHER DEPARTMENTS AND AGENCIES 


Mr. Suepparp. You are now functioning, are you not, as an 
agency for the Navy and, to a degree, for the Air Force? 

Admiral Perry. That is right. 

Mr. SHepparD. Have you done any construction work for the 
Army? 

Admiral Perry. Up to the present time we do not; we have in 
prospect work which we will accomplish for the Army. The general 

olicy has been in the past, and I should say will continue, in the 
Reeeed, that the service which has paramount interest in an area, 
will accomplish all of the construction work in that particular area. 

Let us take Guam, for example. We have been in Guam since 
late in 1946. The Air Force has a sizable program in Guam, which 
we are also carrying on for them, simply because we have the para- 
mount interest there. I feel quite certain that were there to be an 
expansion of the Army facilities in Guam, we would also accomplish 
that work for them. They would obtain the appropriation but, in 
turn, they would turn the appropriation over to us for accomplish- 
ment of the work. 

Mr. Suepparp. What happens is that if you do have charge of 
the personnel assigned to the office, for the work, hypothetically, for 
the Air Force, then are you completely reimbursed, or is there just an 
allocation of funds provided for the construction that is required? 

Admiral Perry. Let us take, as an example, a project that would 
cost, say, $1 million. We receive from the Air Force $1 million for 
the overall A. and E. and construc tion. cost, including the adminis- 
trative cost, which we estimate at, say, 5 percent for such administra- 
tion; for the payment of personnel, which we would employ on that 
partic ular work. 

Mr. SHepparp. Then from the appropriation dollar point of view, 
you are protected to the degree of 5 percent in handling the construc- 
tion for the other agencies of the Government? 

Admiral Perry. Yes. I say 5 percent. We make a determination 
and it could be more than 5 percent. That is an administrative de- 
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cision on our part as to exactly what the percentage is we would apply. 
Mr. SHepparp. To that degree, your own Bureau expenditure is 
protected by the agencies that you are serving? 
Admiral Gunar, That is correct. 
Mr. SHepparp. No further questions on that subject, Mr. Chair- 
man. 
InpusrriaL 


Mr. Wiccteswortn. Budget activity 2, “Industrial mobilization,” 
calls for $290,000 for 1955, the same amount as in the current fiscal 
year. 

TECHNICAL SUPERVISION OF RESERVE PLANTS 


There is apparently a request for $275,000 to conduct the annual 
inspection of each of the 222 reserve plant facilities in the 11 naval 
districts, to administer the outleases and permits where the facilities 
are occupied by commercial activities, to supervise the expenditure 
of maintenance funds provided by the occupants, to prepare new 
leases and permits, to make engineering studies at the various plants, 
to advertise the availability of plants to be re-leased, and to revise 
activity maps and prepare new ones which may be required to con- 
form to the master shore station development program. 

In addition there is, apparently, a request for $15,000 for costs 
incidental to the production allocation program. 


OBLIGATIONS 


How much money have you obligated against this figure in the 
current year, or at some recent date? 

Mr. Cocnrane. Mr. Chairman, we have obligated and committed 
$218,032. 

Mr. Wiaeiesworts. Of which how much was obligated? 

Mr. Cocurane. I do not have the exact figure, but seeing that this 
is primarily payrolls and so forth, we have obligated through Feb- 
ruary, say, seven-twelfths of it, sir. 

“H Wrieataeweuri I would like to know what the facts are. If 
you will, please insert the correct pr ovy when you revise your remarks 
and give us the date as of which that figure is given. 

Captain Simuer. I have that here, sir. As of the end of January 
the obligations were $156,672. 


PRODUCTION ALLOCATION PROGRAM 


Mr. Wiaciesworts. What is meant by “costs incidental to the 
production allocation eh am’’? 

Admiral Perry. I think probably you can answer that better than 
I can, Captain. 

Captain Simter. It is a pro rata share of a program which we are 
told to include. The program is not administered by us. It is 
administered by the Office of Naval Material. 

Mr. Wiaetesworta. For the record, what is the program and 
how many contribute to it? 

Admiral Perry. I would like to see one of the representatives from 
the Office of the Comptroller explain this one. 
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Admiral CLtexton. Off the record. 

(Discussion off the record.) 

Mr. Wiaeteswortn. Please supply an explanation of what this 
program is and who contributes to it when you revise your remarks. 

Admiral Perry. Yes, sir. 

(The matter referred to is as follows :) 


NAVY PRODUCTION ALLOCATION PROGRAM 


The Navy’s production allocation program coordinates the work of the Departs 
ment of the Navy in developing plans with industrial management for specific 
production that would be required by the Navy in the event of war. This 
planning is done in accordance with the policies and procedures prescribed by 
the Assistant Secretary of Defense (Supply and Logistics) principally in the 
Production Allocation Manual (Munitions Board Manual 90-1, March 1950). 
The production allocation program is a peacetime planning program for activa- 
tion only in the event of a war emergency, and has as its principal objective the 
development of voluntary plans, after consultation with industrial management, 
which will enable a quick conversion from peacetime to war production should 
the need arise. 

The production allocation program is carried out in the field by the inspectors 
of naval material. These inspectors of naval material are considered to be the 
ones most familiar with the production problems and industry within their area 
of operations and, therefore, the best qualified for this type of planning. The 
funds for this program are included in the funds paid by the various bureaus for 
the inspection service. It is estimated that the amounts allocated to each bureau 
are as follows: 


Bureau 1953 | 1954 1955 

Ordnance___--- 150, 000 | 152, 7 155, 000 
Aeronautics-_........ 150, 000 170, 000 170, 000 
Yards and Docks__. be 15, 000 15, 000 15, 000 
57, 636 80, 000 76, 000 
20, 871 21, 000 21, 000 

1,133,506 | 1, 058, 700 | 1, 057, 000 


Mr. WieGLeswortsH. Mr. Ostertag, do you have any questions on 
this activity? 

Mr. OsrertaG. No; I have no questions, Mr. Chairman. 

Mr. Mr. Sheppard? 

Mr. SHepparp. No questions. 

Mr. Wiaeieswortu. There is a breakdown by each 1 of the 11 
stations involved on page 15 of the justifications. 


MAINTENANCE AND OPERATION OF SHORE EsTABLISHMENTS 


Budget activity No. 3, “Maintenance and operation of shore estab- 
lishments,” calls for $84,940,000 for 1955, a reduction of $3,677,000 
as compared with the current fiscal year. 

It is broken down into seven projects, as appears from page 16 of 
the justifications. 

‘ What ener do you have against the $88,617,000 appropriation 
or 1954 

Captain Stuter. At the end of January the obligations were 

$50,271,099. 


of 
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PUBLIC WORKS CENTERS 


Mr. WiceLeswortH. Project 3A, ‘Public works centers,” calls for 
$12,800,000 for 1955, and it is the only 1 of the 7 projects which does 
not reflect a decrease. It calls for an increase of $156,000. It is to 
provide, apparently, for mamtenance and operation at the public 
works centers at Norfolk and Guam. 

The justification indicates that the increase reflects the budgeting 
of 2 special projects totaling $990,000 for the anticipated replacement 
of 2 boilers in the steam plant, $550,000, and rehabilitation of pier and 
bulkhead along the west waterfront at the naval base, Norfolk. 

The justification further indicates that there is an actual reduction 
of over $800,000 in maintenance and operational expenses in the fiscal 
year 1955 as compared to the fiscal year 1954. 

The work is said to include maintenance and repair of roads, 
grounds, utility distribution systems; maintenance and repair of piers, 
moorings, and waterfront structures. 

The public works center at Norfolk, Va., is slated to provide public 
works and logistic support for 32 individual naval activities located 
in the Norfolk area, having a value, based on original cost, of over 
$300 million. 

The public-works center at Guam is stated to comprise 16 individual 
activities, many of which have several installations at different loca- 
tions on the islands, having a value, based on original cost, of well over 
$250 million. 


PUBLIC WORKS DEPARTMENTS OF NAVAL STATIONS 


Project 3B, ‘“‘Public-works departments of naval stations,”’ calls for 
$32.2 million for 1955, as compared with $33.3 million in the current 
fiscal year. 

It is stated to provide for the maintenance and operation of 17 
publie-works departments of naval stations under the management 
control of the Chief of Naval Operations which render direct logistic 
support to the active and reserve fleets, the decrease compared with 
1954 being said to reflect a reduction in personnel costs of over 
$200,000 and a corresponding decrease in other maintenance and 
operational expenses. 

There is a table on page 21 of the justifications of the stations 
involved, speaking in terms of the fiscal years 1953, 1954, and 1955, 
showing a reduction at most of the stations, with some increases at 
5 of them. 

Is this all for normal maintenance and operation work? 

Admiral Psrry. Yes, sir. 

Mr. Wieeiesworin. Which goes on year after year? 

Admiral Perry. That is right, sir. 


RODMAN NAVAL STATION 


Mr. Wiceiteswortn. There is an increase of about $139,000 at 
Rodman Naval Station. What is the explanation of that? 
~ Admiral Perry. Actually, Mr. Chairman, the increase is basically 
for special projects in the amount of $143,000. We are reducing the 
recurring maintenance and operational cost by $4,063. 


Mr. 
Adr 
and re 
You 
develc 
You 
men’s 
You 
install 
Mr. 
Adn 
Mr. 
furnita 
Adn 
so fort: 
has go 
Mr. 
ment, 
Mr. 
Adr 
proven 
ing De 
In o 
are inc 
and th 
someth 
Mr. 
seems 
furnitu 


Wha 
Adm 
surface 
You 
tions, s 
You 
would | 


fore the 
Admi 
Mr. 
$33,300. 
Mr. 
our stat 


438 


|| 

$6,250, 

subsiste 

Mr. | 

items, / 

Admi 

Mr. \ 

= 


975 


Mr. Wiaeiesworts. What is that special project? 

Admiral Perry. You have repairs to the railroad system, $14,500, 
and replacement of culverts at Bees Solo annex, $4,000. 

You have improvement of electric distribution at Far Fan housing 
development, $21,000. 

You have procurement of 30 sets of furniture for married enlisted 
men’s quarters at the headquarters annex at $34,500. 

You have procurement of transformers, $7,150, and you have 
installation of air compressors at the net facility, $16,100. 

Mr. Wiaeteswortu. Is the personnel at this station to increase? 

Admiral Perry. That I cannot say, sir. 

Mr. WiaGiteswortn. Why the housing development and all the 
furniture that you are buying? 

Admiral Perry. Well, the answer, sir, is that the furniture, and 
so forth, that we have down there is just worn out, that is all, and it 
has got to be replaced. 

Mr. Wiaa.iesworts. Well, you are building a housing develop- 
ment, are you not? 

Admiral Perry. No, sir, that is already there. 

Mr. WiaGLesworrs. What was the housing item? 

Admiral Perry. Far Fan Housing Development. It was the im- 

rovement to the electrical distribution system at the Far Fan Hous- 
ing Development. We have the houses there already, sir. 

In other words, all of these projects which I have just mentioned 
are included in the list of what I call deferred maintenance projects, 
and they have finally gotten to the state where we have just got to do 
something about it; that is all. 

Mr. Wiae.ieswortu. It is always amazing to me how furniture 
seems to wear out. It always seems to be necessary to buy more 
furniture. 

GREEN COVE SPRINGS NAVAL STATION 


What is the $87,000 increase at Green Cove Springs Naval Station? 

Admiral Perry. You would have the application of bituminous 
surface treatment of various roads and streets, $8,575. 

You would have the construction of sand traps at sewage lift sta- 
tions, stations 2 and 3, $8,500. 

You would have the replacement of timber camels $65,000. You 
would have an open storage lot for drum and POL paint products, 
$6,250, and the installation of quarry tile in selected areas of station 
subsistence building, $5,720. 

Mr. Wiae.eswortH. Do you personally pass on every one of these 
items, Admiral, to satisfy yourself that the items are vital? 

Admiral Perry. These are most vitally needed. 

Mr. Wice.eswortH. Do you pass on them personally yourself be- 
fore they go into this list? 

Admiral Perry. Yes, sir; I do. 

Mr. WiceieswortH. What is the obligation figure against this 
$33,300,000 as of some recent date? 

Mr. Cocurane. As of December 31, which is the latest we have for 
our stations, it is $18,112,159. 
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CONSTRUCTION BATTALION CENTERS 


Mr. Project 3C, “Construction battalion centers,” 
calls for $17.8 million for 1955, as compared with $18.6 million in the 
current fiscal year, to provide for the maintenance and operation of 
the construction battalion centers at Port Hueneme, Calif.; Davis- 
ville, R. I.; and Gulfport, Miss. 

The justification states: 

The mission of the construction battalion centers is the support of the con- 
struction battalions and advanced base programs. It is at these centers that 
mobilization reserve advanced base components are received, stored, maintained, 
and shipped. It is also at these centers that construction battalion units are 
organized, trained, and maintained while being readied for deployment overseas. 

Is this all for maintenance and operation? 

Admiral Perry. Yes; it would be all maintenance and operation. 

Mr. WiceLeswortu. How much of this is for maintenance, and 
how much is for operation? 

Admiral Perry. I will bave to get you a breakdown on that, Mr. 
Chairman. I do not have it. 

Mr. WiaGieswortH. Do you have any breakdown at all of this 
expenditure except the three item table at the bottom of page 22? 

Admiral Perry. Yes, sir; we can give you the figures. 

Mr. Wiaacieswortu. I say, do you have any kind of a breakdown 
here with you except that one? 

Admiral Perry. Do you have, Mr. Cochrane? 

Mr. Cocurane. Yes, sir; we have an object breakdown. 

Mr. Wiaccieswortu. If you have an object breakdown, let me look 
at it for a minute. 

Mr. Cocuraneg, Of the naval stations? 

Mr. Wiac.ieswortnu. No; of the construction battalion centers. 

Mr. Cocnrane. Here is a breakdown, by objects, sir. 

Mr. WiaeL_eswortu. May I see it? is is broken down into 
personal services, travel, communications, rents and utilities, printing 
and reproduction, other contractual services, supplies and materials, 
equipment, taxes, assessments, and total direct obligations. 

Are there any questions, Mr. Ostertag, on projects 3A, B, or C? 

Mr. Ostertaac. Admiral, returning to the question of unexpended 
and unobligated balances, in your statement you pointed out that, 
in addition to the overall amount requested and appropriated last 
year of $115 million, $10,190,000 has been transferred to this appro- 

riation, meaning the appropriation for the Bureau of Yards and 
ocks; is that correct? 

Admiral Perry. That is correct, yes, sir. 

Mr. Ostertac. Now, under Budget activity No. 3, now under 
discussion, entitled, ‘“Maintenance and operation of shore establish- 
ments,” I note that the total figure appropriated for the fiscal year 
1954 was $88,167,000. In the breakdown under this table entitled, 
“Status of appropriations, civil engineering, Navy, fiscal year 1954, 
as of January 31,” the amount shown for maintenance and operation 
of shore establishments is $78,427,000. 

Therefore, if you add the $10,190,000 to the $78,427,000 you 
have the total shown here in your justification of $88,617,000. 

Admiral Perry. That is correct, sir. 
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Mr. Osrertag. Then if I understand correctly, the transfer of the 
$10,190,000 was made entirely into budget activity 3, “Maintenance 
and operation of shore establishments,” is that correct? 

Admiral Perry. That is correct, sir. 

Mr. Ostertaa. I have no further questions, Mr. Chairman. 

Mr. WieGieswortuH. Mr. Sheppard, do you have any questions on 
projects A, B, or C? 

Mr. Suepparp. No; I have no questions on those activities, Mr. 
Chairman. 

OBLIGATIONS 


Mr. WiaeLesworrH. Do you have an obligation figure for project 
3C? 
Mr. Cocurane. Yes, sir. For 3C, as of December 31 it was 
$5,495,664. 
PERSONNEL 


Mr. WiaGLeswortu. I notice that about $15,500,000 of this $17,- 
807,000 requested for 1955 is for personal services. How many 
personnel does that represent, and what are they doing? 

Mr. Cocurane. At construction battalion centers, sir? 

Mr. Yes. 

Mr. Cocurane. Our total personnel for 1953 in man-years is 3,909. 
In 1954 is it 3,710. In 1955 it is 3,683. 

Admiral Perry. Mr. Chairman, those personnel are engaged in 
the following: 

They are the administrative force, that is, the office force; the 
engineers in the Public Works Department and, of course, the 
mechanics and tradesmen that are in Public Works itself, and you 
have a guard force in at least one of the stations. Also we have to 
pay a couple of civilian nurses. In general, that covers the entire 
personnel function for that program. 

Mr. Wiceieswortu. These 3,683 man-years have nothing to do 
with the training? 

Admiral Perry. No, sir. We have certain civilian instructors, 
particularly at Port Hueneme, but those instructors are paid for out 
of the Bureau of Naval Personnel appropriations. 

Mr. WiacieswortH. How many construction battalions are sup- 
ported by these services? 

Admiral Perry. We have, at the present time, 11 mobile battalions 
overseas, in the Atlantic and Pacific Ocean areas. I say they are 
overseas. There may be at least two of them back in the States at 
the present moment, but they are subject to being sent overseas. 


AVERAGE NUMBER OF PERSONNEL AT EACH STATION 


Mr. WiacteswortH. You have an average of 1,200 people at each 
one of these stations? 

Admiral Perry. You cannot go by an average, sir, because the 
number of people at Port Hueneme is considerably in excess of the 
people that are at Gulfport. Davisville and Gulfport are fairly 
minor. 

Mr. WicGcLeswortu. Just give it to me by center. Give me the 
3,683 figure broken down 3 ways. 
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Mr. Cocurane. Yes, sir. Port Hueneme, 1,937; Davisville, 1,413; 
and Gulfport, 333. 
UNOBLIGATED CARRYOVERS 


Mr. WiaeLteswortn. Do you contemplate any unobligated carry- 
overs on June 30? 

Mr. Cocurane. In these CBC stations, sir? 

Mr. WIiGGLEswortu. Yes. 

Mr. Cocurane. Yes; we will have approximately $500,000 unobli- 
gated at these CBC stations. 

Mr. Wiae.Leswortn. That means that you are going to obligate 
something like $12 million in the second half of the fiscal year com- 
pared with the $5.5 million that you have obligated in the first 6 
months of the year? 

Mr. Cocurane. The main difference being that our payrolls slip 
over into the next year, and that type of thing. Our payroll is rather 
constant, and the same force is paid that much every 2 weeks, but 
the needs are already there for outlay on projects 

Mr. WiaeLesworrn. You say you plan to obligate $12 million in 
months 7 to 12 as compared to $5¥ million in months 1 to 6, inclusive? 

Mr. Cocurane. Yes, sir, including the comparative transfer from 
Bureau of Supplies and Accounts. 

Mr. Wiacieswortn. Why? 

Mr. Cocurane. That is primarily because of your costs which are 
not payrolls, the costs of projects that have been issued that have to 
go through the district public works officer and a comparative transfer 
of $7,500,000. 

Mr. Wiacieswortu. I am talking about these construction bat- 
talion centers. 

Mr. Cocurane. Yes. They have special repair projects and it 
takes time to work out the plans, and so forth, and to award contracts. 
Also the comparative transfer distorts the obligations as Bureau of 
Ships and Docks is obligating the $7,500,000. 


FUNDS OBLIGATED 


Mr. WiaGieswortu. Please, put in the record when you revise 
your remarks your obligations for the first 6 months of fiscal 1952 and 
the second 6 months of fiscal 1952 and the half-year figures for fiscal 
1953. 

Mr. Cocurane. Yes, sir. 

(The matter referred to is as follows:) 


Funds obligated for construction battalion centers 


1952 1953 1954 
$4, 111, 587 | $10, 235, 929 2 $8, 665, 888 
12, 550, 988 | 21,063, 979 8, 665, 888 


1 Of this amount, $9,281,000 represents a comparative transfer to this appropriation and was actually 
obligated under the appropriation ‘‘Servicewide supply and finance.” 
2 Includes one-half of comparative transfer of $7,500,000 obligated by Bureau of Supplies and Accounts. 
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CONSTRUCTION EQUIPMENT DEPOTS 


Mr. Wiaa.ieswortn. Project 3D, “Construction equipment depots,” 
requests $4.5 million for 1955, as compared with $5 million in the 
current fiscal year. 

It is started to provide for the operation ot the construction equip- 
—_ depots at Port Hueneme, Calif.; Davisville, R. I.; and Gulfport, 

iss. 

These seem to be the identical Jocations which we have just been 
discussing under construction battalion centers. What is the divid- 
ing line here? Are they the same plants, or distinct plants, what is 
the situation? 

Admiral Perry. They are separate activities under the construc- 
tion battalion centers. 

Mr. Wiae.Leswortu. In the same plants? 

Admiral Prerry. Yes, sir, they are separate commands under the 
construction battalion centers. 

Mr. Wie@LeswortH. One is for maintenance and operation of the 
construction battalion centers, and the other is for the operation of 
the construction equipment depots? In other words, you pull this 
construction equipment depot work out of the overall picture by itself? 

Admiral Perry. Yes, sir. At the present time the construction 
equipment depot, as I stated earlier, is a separate command under the 
construction battalion center. 

There is presently in process a reorganization at Port Hueneme 
which will disestablish the construction equipment depot as such, 
making it a department of the construction battalion center rather 
than a separate activity under a separate officer in charge as it is at 
the present time. 

The same procedure, of course, once having been established at 
Port Hueneme, will be given the green light at both Davisville and 
Gulfport. 

Mr. Wieeteswortrs. And the work of these construction equip- 
ment depots is what? 

Admiral Perry. They are concerned exclusively with the mainte- 
nance and overhaul, testing, and so forth, of all of the construction 
equipment in the war reserve stocks at the three centers. 

You see, all of the rolling stock, which includes automobiles and 
bulldozers and all construction equipment, must be periodically tested 
to see that it is in a state of repair sufficient so that it can be shipped 
immediately overseas. ‘That is their primary function. 

Mr. WiaGLeswortH. I am just trying to get the dividing line 
clearly in my mind. 

Under the previous project, 3C, it was stated in the justification 
that at these construction battalion centers the mobilization reserve 
advance base components are received, stored, maintained, and 
shipped. 

Admiral Perry. That is correct, sir. 

Mr. Wiac.ieswortn. Now you tell me that the construction equip- 
ment depots are concerned with the maintenance of all construction 
and service equipment. 

Admiral Perry. Let me give you, in as few words as I can, the 
organizational setup which exists at Port Hueneme. The same setup, 
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after a fashion, exists at the others, although they do not have quite 
as many different components within the center itself. 

The center itself has, as individual components under it, the con- 
struction equipment depot, advance base supply depot, Naval Civil 
Engineer Corps Officer School, the Naval Construction Schools and 
the Research and Evaluation Laboratory. 

Now, all of those are separate activities under the center. 

The Bureau of Yards and Docks is responsible for the maintenance 
of the entire plant with the exception of that plant occupied by the 
advance base supply depot. 

The moneys that are granted to the station, that is, to the construc- 
tion battalion center, are utilized in supplying certain administrative 
functions as well as electricity, sewage disposal, and water and all 
other common services which are required by the individual activities. 

In addition to that they must provide police and fire protection 
for the entire activity. They, in essence, are the landlords for all of 
these activities which are the tenants on that base. 

Now, the construction equipment depot itself is concerned only with 
the overhaul of this equipment which I mentioned earlier and the test- 
ing of it to see that it is in readiness to be shipped overseas at an 
instant’s notice. 

PERSONNEL 


Mr. WiaciteswortH. How many people do you have working on 
this project? 

Mr. Cocurane. 956, sir. 

Mr. WiecLteswortnh. The same number in 1955 as in 1954? 

Mr. Cocurane. Yes, sir. 

Mr. WiecieswortsH. That is civilian personnel, of course? 

Mr. Cocurane. Yes, sir. 

oe Wreeesworrs. Is there any military personnel in addition 
to that? 

Admiral Perry. There are no military personnel, Mr. Chairman, 
except those who are on loan at times, when the Construction Battalion 
School lends them 5 or 6 CPO’s to help them out with their workload. 

Mr. WiaciteswortH. Are you keeping 956 people fully occupied 
throughout the year on this type of work? 

Admiral Perry. We not only keep them occupied, sir, but I con- 
sider that they have too few. When you are faced with the number of 
vehicles and equipment that they have to go through, and the tests 
that they have to run on them, you can readily realize that it is a 
rather small force to keep the equipment on good shape. 


RESEARCH FACILITIES 


Mr. Project 3E, “Research facilities,’ requests 
$1,946,000 for 1955 compared with $1,996,000 in the current fiscal 
year. The justifications state that this project provides for operation 
of the Civil Engineering Research and Bedlvetien Laboratory, Port 
Hueneme, Calif. 

The justification indicates that the funds requested are to provide 
for the— 


test and evaluation of commercial items of manufacture being considered for use 
by the Navy and items of newly developed equipment. Included also are the 
salaries of scientists and supervisory personnel who perform research and develop- 
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ment on approved research projects to be performed at the Laboratory. Basically, 
the individual types of items with which the Laboratory is concerned are those of a 
technical, engineering, and construction nature such as prefabricated buildings, 
snow plows, sleds for Arctic use, mobile cranes, quonset huts, and various types of 
heavy construction 


NAVAL HOUSING 


Project 3F, “Naval housing,” requests $8,666,000 for 1955 com- 
pared with $9,998,000 in 1954. 

The project is said to provide for the maintenance and operation 
of 30,470 units of defense and rental housing and public quarters, 
from which, during the fiscal year 1955, it is estimated rental receipts 
or cash surrender of rental allowances, applicable to the 30,470 housing 
units mentioned, will amount to almost $19 million. 

There is a table at the bottom of page 26 of the justifications in 
respect to this naval housing work under project 3F in terms of 1953, 
1954, and 1955, showing an increase in the number of units, a decrease 
in the amount of maintenance and operating costs, and an increase 
in apnual rental. 

What is meant by the column ‘Net savings,” showing the figure 
$10,276,769 for fiscal 1955? 

Admiral Prrry. That is actually what goes into the Treasury, 
the net amount that the Treasury is ahead. 

Mr. Wiaeieswortn. The rental receipts over and above the 
appropriation? 

Admiral Prrry. Yes, sir. 


TRANSPORTATION POOLS, MAINTENANCE DREDGING, AND OTHER 
FACILITIES 


Mr. Wiaateswortn. Project 3G, “Transportation pools, main- 
tenance, dredging, and other facilities,” requests $7,021,000 for 1955, 
a reduction of $20,000 compared with the current fiscal year. It is 
stated to provide funds for naval district transportation pools and 
other facilities and services in connection with the maintenance and 
operation of naval shore activities. 

There is a breakdown of this item in terms of 1953, 1954, and 1955 
on page 29 of the justifications, all of the items listed reflecting de- 
creases as compared with the current fiscal year except the item 
“Maintenance dredging’ where the request is for $945,000 for 1955 
as compared with $355,384 for 1954, an increase of roughly $590,000. 
Tell us something about that item. 

Admiral Perry. That item includes maintenance dredging at the 
following locations: 

At the construction battalion center, Davisville, R. I., $40,000; 

At the naval station, Green Cove Springs, Fla., $190,000; 

At the naval station at New Orleans, $46,000; 

At the naval station at Long Beach, Calif., $10,000; 

At the naval station, Astoria, Oreg., $189,000; 

At Pearl Harbor, T. H., $400,000; 

At the naval station, Key West, Fla., $10,000; 

At the naval station, Newport, R. I., $10,000; 

At the naval station at Adak, Alaska, $50,000. 

Mr. Wiae.ieswortu. Why are you asking for so much more in the 
fiscal year 1955 than in 1954? 
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Admiral Perry. The dredging had gotten so far behind that if we 
do not do something about it in a hurry the activities mentioned will 
be rendered inoperable, insofar as all of the types of vessels which 
must use those activities are concerned. 

Mr. WiaG.eswortu. Is that list you just gave a complete list of 
items covered by the $945,000? 

Admiral Perry. Yes, sir; that covers $945,000. 

Mr. WiaGieswortu. Do you personally pass on each one of these 
items as vital before they go into this request? 

Admiral Perry. Yes, sir; I do. 

Mr. Wiecieswortn. Are there any questions on projects D, E, F, 
or G, Mr. Ostertag? 

Mr. OsrertaG. Under ‘Research facilities,” Admiral Perry, I note 
that your estimate for the fiscal year 1955 is $1,946,000, yet we have 
in your, Bureau “Research and development,”’ totaling $1, 350,000. 

Admiral Perry. That is right, sir. 


RESEARCH FACILITIES 


Mr. OstrertaGc. Why is it that ‘Research facilities” is set apart 
from “Research and development’’? 

Admiral Perry. Primarily because we are told to do it that way. 

Mr. Osrertaa. ‘Research facilities” is research in a sense, and 
applicable to the facilities required to carry on such operations. 

Admiral Perry. That is correct, sir. We have a sizable research 
laboratory at Port Hueneme, Calif., and the majority of the $1,946,000 
which we request here is used for the pay of the personnel that run 
that Laboratory, and to keep up the Laboratory itself. In other 
words, the maintenance charges on the buildings and the various types 
of equipment, the purchase of additional equipment that may go into 
the 

In addition to that, of course, we have to conduct certain tests on 
various types of structures and equipment and new developments 
that may be made by manufacturers, by proving the utility of the 
particular equipment for use overseas in times of war, or even in times 
of peace. All of those tests cost money, both as regards manpower 
and as regards a certain amount of materials which must be supplied 
to conduct them. That is all basically chargeable to this. 


PREFABRICATED BUILDINGS 


Mr. Osrertac. Take, for example, an item with which the Labora- 
tory is concerned, entitled, “Engineering and construction nature of 
prefabricated buildings,’’ what does the Navy do researchwise that is 
not being done by the industry, by everyone concerned with building 
materials? 

Admiral Perry. Well, for example, let us take a setup which I 
know Mr. Sheppard is familiar with, and that I am quite certain that 
Mr. Wigglesworth is also familiar with, tilt-up construction. We have 
conducted extensive tests there regarding the utility of and the sav- 
ings that may result from the utilization of such types of construction. 

if we have new paints which the manufacturer claims do certain 
things for us, we take those paints and we run them through certain 
tests. We may test them on slabs or panels, or anything else, or 
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whatever the tests call for at Hueneme or at any other location where 
we may determine it would be the best location for the particular test 
to be carried out. 

Those are only two of the many things that we do carry on. 

As regards prefabricated buildings, also, we have certain standards 
which have been developed for straight-sided quonset huts, shall we 
say. 

We have finally determined upon a standard which shall be used 
by all of the services for overseas use. You know, all services used 
the Quonset hut during the war. 

Now we have developed one that we consider will take up the 
least number of cubic feet in shipping, will have the least weight, and 
yet will give us exactly what we need as regards the number of square 
feet or the number of cubic feet within the enclosure itself. 

All of those things are handled and paid for out of this particular 
appropriation, generally speaking. 


NAVAL HOUSING 


Mr. Osrertac. Under “Naval housing,” according to your justi- 
fications, there are 30,470 units located at 101 places. Is that 
correct, 101 different locations? 

Admiral Perry. Yes, sir; different locations; that is correct. 

Mr. OstertaG. And in the table showing an annual rental value of 
$17,584,000, is that net revenue? 

Admiral Perry. No, sir; that is not net. We also charge for 
utilities, and we estimate we will get $1 million from those. We charge 
a rental for the furniture which is estimated at $791,000. 

Now, that is assuming you had the occupancy of all 30,470 units 
throughout the 12 months. In fact, we do not have exactly that, so 
we take a certain loss, you may say, due to change of occupants, and 
also rehabilitation of the individual units, amounting to $433,139. 

In other words, we get a total rental during the year of $18,942,769. 
We are asking for an appropriation to maintain all of these 30,000 
units, $8,666,000, and you subtract $8,666,000 from the $18,942,000, 
and you get actually a return to the Treasury of $10,276,000 plus 


AFTERNOON SESSION 


Mr. WiGcGLeswortH. The committee will come to order. Mr. 
Ostertag has the witness. 


EXPENDITURES, BALANCES, AND REQUIREMENTS 


Mr. Ostertac. Admiral, we have covered budget activity 3, 
“Maintenance and operation of shore stations,’ and I would like 
to have a clearer picture in my mind of the expenditures and balances 
and requirements. Under your justification you state $95,729,000 
was appropriated for the fiscal year 1953. Did you have a carry- 
over figure as you entered fiscal 1954? 

Mr. Cocurane. Yes. 

Admiral Perry. That 1953 figure which is given under our jus- 
tification here is the annual expenditure that we had during that 
year. 
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Mr. Ostrertaa. Your answer is that the $95,729,000 as shown in 
your justification is the amount obligated and expended? 

Admiral Perry. Yes. 

Mr. Osrertac. Under “Maintenance and operation of shore 
establishments,” is it correct then to say that there were no 
unexpended-unobligated funds going into the fiscal year 1954? 

Admiral Perry. Mr. Ostertag, this is an annual appropriation and 
you cannot carry unobligated funds from one year to another. 

Mr. Osrertaa. In other words, no funds were carried over except 
those that were obligated? 

Admiral Perry. That is correct. If you have some outstanding 
bills, if you had contracts that you had not paid for by the end of the 
year, those bills would be paid for after the end of the fiscal year, and 
not to exceed 2 years thereafter, by the appropriated funds, but you 
could not carry over any of these appropriated funds and obligate 
them after the end of the fiscal year. 

Mr. OsrertaG. But you regard them as obligated? 

Admiral Perry. If you had materials under contract, for example, 
in your total obligations, and as a consequence, you can use them 
during the 2 years after the end of the fiscal year for which they were 
appropriated. 

Mr. Ostrertaa. Starting with fiscal year 1954, the amount appro- 
priated for maintenance and operation—— 

Admiral Ciexron. They do have unliquidated obligations that were 
carried over into 1954; that is the point you were making and were 
out to me. 

Mr. Osrertaa. That is correct. 

Admiral Ciexton. Which they have obligated; they have unliq- 
uidated obligations and I think this is right where you wanted to get 
at it, when you asked about carryover of money. 

Mr. Ostertaa. I was coming to that, so far as the current fiscal 
year is concerned. 

Admiral Ciexton. You wanted to get the figures for 1953, 1954, 
and 1955, and they’do have unobligated, rather, unliquidated obli- 
gations. 

Mr. Cocurane. That is correct. 

Admiral Perry. The difference between the total expenditures and 
the obligations, as of July 1, 1953, and when you figure that amount 
I assume you wish—— 

Admiral CLexton. He wanted the unliquidated balance from the 
$95,729,287. 

Admiral Perry. That is right. The difference between the obliga- 
tions and the actual expenditures as of that date. 

Mr. Cocurane. I have that; $14,381,560. 

Admiral Perry. That we have obligated, that were unsettled as 
of July 1, 1953. 

Mr. OstertaGc. That represents the unexpended but obligated 
balance? 

Mr. Cocurane. Yes. 

Mr. Ostertaa. And for fiscal year 1954, we have $88,617,000? 

Admiral Perry. That is the actual appropriation, plus the $10 
million which we receive from other sources. In other words, that 
makes up the $88,617,000. Now, our estimate, of what we will have 
obligated by July 1, 1954, or as given on this sheet that we showed 
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a other words, we would have a surplusage in our unobligated 
alance at the end of the fiscal year; under this particular head, we 
will have spent only $71,892,000; under this particular head we will 
have an unexpended balance of the difference between the $88 million 
in round figures and the $71 million or approximately $16 million. 

Mr. Ostrertac. How much will be obligated during the period of 
the fiscal year 1954? 

Admiral Perry. $71,892,000; that is our best estimate at the 
present time. 

Mr. Ostertaa. $71,892,000. 

Admiral Perry. Yes. 

Mr. OsrrertaGc. With your carryover funds for the fiscal year 1954, 
plus the $88 million of new money, which includes the $10 million 
transfer, that makes a total of $102,998,000 and if you subtract the 
total obligations for fiscal year 1954, that leaves a balance of 
$31,106,000? 

Admiral Perry. No, I do not follow your reasoning there, Mr. 
Ostertag. We show on our setup in this justification presented to 
you only $88,617,000. 

Mr. Ostertaa. That is right. 

Admiral Perry. That figure of $88,617,000 was made up of the 
$78,427,000 appropriated under the appropriation, ‘Civil engineering, 
Navy, 1954.” And we added to that, sir, what we got in transfer 
from other appropriations—we had $10 million in round figures. 

Mr. OsrertaG. Yes; I understand that. 

Admiral Perry. Now, we estimate that with the $78 million—and 
let us forget the $10 million for the moment—with the $78 million 
that by the 1st of July 1954 we will expend and obligate, I should say, 
$71,892,000. In other words, we will have a balance left of $6,534,000. 

Mr. Ostertac. What has happened to the $10 million? 

Admiral Perry. The $10 million has been expended. 

Mr. Osrertaa. And obligated? 

Admiral Perry. And obligated; yes. 

Mr. Ostrertag. Then in the field of maintenance and operation, 
there will be, at the end of January 31—— 

Admiral Perry (interposing). No; at the end of June 30, 1954. 
This is the estimate that we have carried forward. 

Mr. OsrertaG. Available as of January 31, but you are applying 
it now to June 30; is that correct? 

Admiral Perry. We have projected our figures. In other words, 
we have certain expenditures as of January 31, and we project ahead 
and estimate what our final expenditures will be, and we find that we 
should wind up with a balance for the particular project activity of 
$6,534,000. 

We presently have a balance available of $16,147,000—and when I 
say presently, I mean as of January 31. 

r. OsterTAG. That is all, Mr. Chairman. 

Mr. WiaeLeswortu. Mr. Sheppard? 

Mr. Suepparp. No questions, Mr. Chairman. 


SpreciAL PROCUREMENT 


Mr. WiacteswortH. Budget activity No. 4, “Special procure- 
ment,’”’ requests $5,029,000 as compared with $10,148,000 in the cur- 
rent fiscal year, and $41,203,786 in 1953. 
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While the activity is broken down into five projects, as appears from 
page 30 of the justifications, there is no money requested in respect 
to project A, ‘‘Passenger carrying vehicles,” in respect to project B, 
“Equipment and material for classified activities,” or in respect to 
project D, “Harbor defense material and equipment.”’ 

There is a request in project C of $1,029,000 as compared with 
$3,897,000 for warfare defense material and equipment, and the justi- 
fication indicates that this includes material and equipment for in- 
dividual and group type protection, classified in nature, available off 
the record in your shopping list. May I have a look at the project 
4—C “Shopping lists’’? 

Admiral Perry. Certainly. 

Mr. WiceLeswortsH. There is also a request under project 4—EK 
for $4 million as compared with $5,400,000 for other procurement, 
specific items, under which there seem to be various items of special 
equipment which are under the technical and management control 
of the Bureau of Yards and Docks, as well as the procurement of items 
of newly developed equipment for tests and evaluation at the Civil 
Engineering Laboratory and other technical installations. 

There is a breakdown, to some extent, of the request at the bottom 
of page 32 of the justifications, indicating the procurement of two 25- 
ton floating cranes, three 50-ton floating cranes, 1 mobile power sub- 
station, and 17 items of equipment for test and evaluation. 

Items 1 and 2, you have indicated, can be deleted from the request 
in the amount of $3,100,000. 

Admiral Perry. That is right. 

Mr. WiGce.Lesworts. So that, in reality, you are requesting $900,- 
000 as compared with $4 million in the current fiscal year under this 

roject. 
c y eee Perry. That is right. Our $4 million request for fiscal 
1955 may be reduced to $900,000. 


CONSTRUCTION BATTALION SUPPORT 


Mr. Wiaeieswortn. Budget activity 5, “Construction battalion 
support,” requests $5,263,000, an increase of $1,901,000, as compared 
with the current fiscal year. This is covered by pages 33 to 37, in- 
clusive, of the justification, and is broken down in 2 projects. 

Project 5—A requests $2,800,000, an increase of $1 million over the 
current fiscal year, for operating support of construction battalion 
units. 

The justification indicates that this project provides $1,800,000 for 
the operating expenses of 17 construction battalion units which will 
be in active service during the fiscal year 1955, and included in the 17 
units referred to are 12 mobile construction battalions, 2 amphibious 
construction battalions, 1 construction battalion maintenance unit, 
1 Navy construction brigade unit, and 1 construction battalion base 
unit. 

The justification also indicates that $1 million is requested to pro- 
vide for transportation of mobile construction battalions, equipment, 
and personnel via MSTS vessels, and that this is a new item in the 
submission as battalion movements have been primarily via Navy 
vessels in prior years 
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In other words, you are asking for the same amount as in the current 
year except for this $1 million for transportation via MSTS vessels? 

Admiral Perry. That is correct. We have to reimburse the MSTS 
appropriation for their carrying our men and materials and equipment, 
where heretofore we have been able to utilize naval vessels. 

Mr. WiaeteswortHh. Where does the construction battalion sup- 
port fit in as compared with the work of the construction battalion 
centers? 

Admiral Perry. This is support for units, while they are in the 
field, Mr. Chairman. We have units present in various locations. 
We have a different policy on the east coast, that is in the Atlantic, 
from that which is followed in the Pacific. In the Atlantic, these 
units are sent out for periods of 4 months at a stretch and then come 
back for approximately 1 month, and during that 4-month period 
they do work at places such as Bermuda, Guantanamo, Roosevelt 
Roads, and some of them at Port Lyauteyin French Morocco, or where 
any of the outlying stations need particular help; they are sent there, 
and I should say they spend 4 months during this time, doing any 
major overhaul work or any major repair work, or rehabilitation work 
needed. 

Now, in the Pacific, we have some major construction projects 
themselves which are being performed by the mobile construction 
battalions which are used in that area. Of course, we have a large 
project at Cubi Point in the Philippines which is employing five 
battalions. We have major replacement housing project in Guam, 
and in Kwajalein. 

We also have replacement housing in the Philippines, at Sangley 
Point and at Cubi Point. They are all engaged on these. Then we 
have another one, a maintenance unit, that is mentioned in the justifi- 
cation which is employed at the present time under the Fleet Marine 
Air Wing, working both in Korea and Japan. Then we have another 
unit which is carrying on maintenance work in Guam itself; not en 
gaged in new construction there. 

fr. WiacteswortH. How good is the $1 million estimate? 

Admiral Perry. You mean for transportation? 

Mr. Yes. 

Admiral Perry. The best one we could make. 

Mr. WiaGLeswortu. Well, how good is it? 

Admiral Perry. We think it is very good. 

Mr. WiaaieswortH. What is it based on? 

Admiral Perry. Based on figures of tonnage, personnel, that we 
have estimated would be lifted during the course of the coming fiscal 
year. 

Mr. WiceieswortH. How does that compare with the current 
year? 

Admiral Perry. Almost identical with it. 

Mr. WiaeieswortH. Why the change from naval vessels to MSTS 
vessels? 

Admiral Perry. Because we were ordered to do so. 

Mr. WiaeieswortH. You do not know why? 

Admiral Perry. No. 

Mr. OsrertaG. Where does the order come from? 

Admiral Perry. From the powers that be. 
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OBLIGATIONS 


Mr. WiaGLeswortu. Do you have an obligation figure against the 
$1.8 million for 1954? 

Admiral Perry. Yes; we have that. 

Admiral Cuextron. Mr. Chairman, the decision for changing the 
lift from Navy ships to MSTS was made by the Chief of Naval Opera- 
tions; under the 1955 program, he will not have ships available to 
make the lifts in naval ships. 

Mr. WiaaieswortnH. That is the fact; is it? 

Admiral CLexton. Yes. 

Mr. Cocurane. The obligations as of December 31 were $829,865. 


PROCUREMENT OF EQUIPMENT AND MATERIAL 


Mr. Wiaaieswortna. Project 5 (B) calls for $2,463,000, an increase 
of $901,000 as compared with the current fiscal year for procurement 
of equipment and material for construction battalion units. 

The request is broken down on pages 35 and 36, into equipment and 
material to be used in training of Reserve and active construction 
battalion personnel; equipment and material for outfitting additional 
or reinforced construction battalion units; and replacement of items 
of equipment used by active amphibious and mobile constructien 
battalions. 

Why the increase of $901,006 in this request? 

Admiral Prerry. Primarily, because much of the equipment for 
these battalions presently have been worn out in the service and need 
replacement. That essentially covers it. 

Mr. Wiaa.eswortu. In other words, you are asking for something 
over $1 million for replacement as compared with what figure in the 
current year? 

Admiral Perry. We had, as shown in the estimates for 1954, that 
is, we asked for and received—this is shown in 3 parts—$1,562,000 of 
which $173,000 was for training of Seabee personnel, basically the 
Reserve units, and the equipment that we furnish them. 

We do not have a 1954—we asked for no money for the additional 
outfitting of the Seabee units. We have asked for $882,000 for that 
in this year. This is an increment of a program for adding new or 
improved items to the equipment of a battalion. 

In addition to that, we have constantly a replacement program for 
equipment which goes not only to the units at Cubi Point but also all 
of the units which must be replaced because of wornout conditions. 

We asked last year for $1,389,000 for this, and for this year we are 
asking $1,090,000 and for 1955 we are asking for—— 


EQUIPMENT AND MATERIAL FOR OUTFITTING ADDITIONAL OR REIN= 
FORCED CONSTRUCTION BATTALION POINTS 


Mr. Wiaaieswortu. The real increase then is reflected in item 2, 
“Equipment and material for outfitting additional or reinforced 
construction battalion units.” 

Admiral Perry. Yes, that is correct. 

Mr. WiaeLeswortn. Which includes compressors, pumps, genera- 
tors, ditchers, road rollers and scrapers, tractors, and trucks, of which 
al] that you have on hand, have become valueless? 
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Admiral Perry. No, I do not mean that all of them have become 
valueless, but this is the amount that we feel we must have in order 
to bring them up to their proper usefulness. 

Mr. WiaG.LeswortH. Is this a replacement item? 

Admiral Perry. No, this is not, the $882,000. 

Mr. Wiae.LeswortH. That is what I am talking about. 

Admiral Perry. That is not a replacement item, no. We have 
found, Mr. Chairman, particularly at Cubi Point, that the equipment 
which we would normally furnish an outgoing battalion is not sufficient 
for them to carry on their operations on the job of the magnitude they 
have at Cubi Point operation. This basically covers the excessive 
equipment which we must furnish them in order to see that they 
properly operate and continue their operations. 

Mr. WieGLeswortu. Will this equip them 100 percent as of the 
present time? 

Admiral Perry. Well, it will give them the equipment that we con- 
sider that they need in order to successfully carry out their mission; 
yes. 

FREIGHT COSTS 


Mr. WicGLeswortu. I notice that included in this item of $882,000 
is $282,000 for freight costs applicable to prior years’ procurement, 

which will be delivered in fiscal year 1955. Were those orders placed 
in 1954 or prior to 1954? 

Mr. Cocurane. It is both; it is a carryover we anticipated we will 
have in 1955 deliveries from prior year funds. 

Mr. WiGGLeswortH. Are those items that were ordered without 
appropriated funds to cover them? 

Admiral Perry. I think we can explain it this way, Mr. Chairman: 
In years gone by, the cost of transportation of this and similar goods 
was paid for from an appropriation, “Transportation of things,” if I 
recall correctly the name of the appropriation. We can no longer 
charge the transportation charges of these things to that particular 
appropriation. Iam not even sure that the appropriation is any longer 
in existence. 

Essentially, I think that story is correct. 

Mr. Cocurane. Yes. The charge of the cost of transportation is 
a charge in the year in which it is delivered. 

Mr. WieaLeswortH. You never have billed the costs for that 
freight, until the year of the delivery? 

Mr. Cocurane. That is when you pay for it. 

Mr. WiceLeswortu. I am talking about the appropriation; is 
there any change here or has that always been the case? 

Mr. Cocurane. We changed our submission; you have not seen 
this item in the budget before. We have had large procurement 
programs up until this year and we shall not have sufficient carryover 
funds in the 1955 budget to absorb the cost of freight charges resulting 
from procurement in previous years. We have to have funds to pay 
for it under this program. 

Mr. Wice.eswortn. Is there any change in the system of funding; 
or has the funding in respect to freight always been deferred until the 
year of delivery? 


Mr. Cocurane. The change was made when the new performance . 


budget was adopted in 1951. Prior to that time, there was an appro- 
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priation called transportation of things which Admiral Perry just 
mentioned, which was carried forward from year to year to absorb 
the first destination freight. 

Admiral CLexton. This item, however, has been in the budget 
since 1951, and there has been no change since 1951? 

Mr. Cocurane. That is correct. 

Admiral CLexton. So that deliveries that were made in 1951 are 
being paid with 1954 money, and the same with respect to 1953? 
This one is required to pay for deliveries that are anticipated in 1955? 

Mr. WiaeGLesworts. Any questions on projects 4 or 5, Mr. 
Ostertag? 

Mr. Osrrertac. No questions. 

Mr. Suepparp. The construction battalions are more commonly 
known as Seabees, are they not? 

Admiral Perry. Yes. 

Mr. Suepparp. The only new item that appears, $1 million for 
1955, is with respect to transportation under MSTS; is that correct? 

Admiral Perry. That is correct. 

Mr. Suepparp. No further questions, Mr. Chairman. 


ResEARCH AND DEVELOPMENT 


Mr. Wicc.ieswortu. Budget activity No. 6, “Research and de- 
velopment,”’ requests, $1,350,000, the identical amount carried under 
the current fiscal year. It is scaled to provide for the applied research 
and development program of technical engineering problems related 
to engineering and construction equipment, materials and methods as 
they apply to the responsibility of the Bureau of Yards and Docks, and 
to cover the direct cost of research and development for those projects 
submitted to and approved by the Assistant Secretary of Defense, for 
research and development in the categories of amphibious operations, 
atomic warfare operations, biological warfare operations, chemical 
warfare operations, intelligence operations, personnel operations, 
supply operations and supporting research. Included are approxi- 
mately 32 projects or major tasks, grouped into 8 principal categories 
which are broken down in a table on page 38 of the justifications, in 
terms of fiscal 1953, 1954, and 1955, one of which requests the same 
amount as in the current year; 3 of which reflect a decrease; 4 of which 
reflect increases, the net result of the increases and decreases being 
zero. Is there anything to be said as to the reason for increases and 
decreases within the overall total? 

Admiral Perry. The only remark that I can make concerning that 
is that these projects all accrue to us, I should say, by the Assistant 
Secretary of Defense and they change their ideas about certain projects 
within this category that we have listed here, in the overall dollar 
values, and dollar costs of the particular project; there is no change 
in the overall. 

Mr. WiaGiesworiH. Do you have a shopping list? 

Mr. Cocurane. Yes, sir; I have a shopping list. The projects 
themselves are listed in rather a large book, which I will give you, 
showing the breakdown. 

Mr. WiaGieswortu. May I see it? 

, Mr. SuerparD. May I ask a question while you are looking at that 
ist? 
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Mr. Certainly. 

Mr. Suepparp. The total sum reflected here is by direction reported 
under your appropriation, Admiral? 

Admiral Perry. Basically so, ves. And when I say by direction, 
Mr. Sheppard, I mean that it is directed to this extent: That we 
might originate some of these projects ourselves and we send them 
forward for approval, and they do come back approved, sometimes, 
and while I would say under those circumstances, we are supposed 
to carry out the operations on the individual projects, on our own, 
it is not quite correct to say that we are ordered to do so. 

Mr. Suepparp. But that is handled under another head? 

Admiral Pirry. Yes. 

Mr. Sueprarb. Or direction; and this is merely a contributing 
aspect to the total budget requirement within the functions that 
are set forth on this page. 

Admiral Perry. That is right. 

Mr. Suepparp. That is all, Mr. Chairman. 

Mr. WiceLtesworrn. What is included in the new item for per- 
sonnel operations? 

Admiral Perry. This is under 
pest control. 

Mr. Wiaateswortn. Why should the Bureau of Yards and Docks 
go into that field? 

Admiral Perry. We are the ones that have to deal with pest con- 
trol; that is one of our problems. 

(Off the record discussion. ) 

Mr. WiacGLtesworrn. Are there any questions on budget activity 6, 
Mr. Ostertag? 

Mr. OsrertaG. There are certain of these projects, Admiral, that 
seem to have a relationship to research and development projects in 
other bureaus of the Navy, personnel operations, biological, atomic, 
and all of the other items. Are these assigned projects to your 
Bureau? 

Admiral Perry. Yes, sir. 

Mr. Osrerraa. Are they assigned for some particular reason? 

Admiral Perry. Yes, sir, because the type of research that will be 
performed under each one of these categories is the type of work that 
our Bureau, or the Bureau of Yards and Docks, would be expected 
to carry out. Even though it might be in connection with amphibious 
operations, over which we would have no control, nevertheless we 
would provide the pontoons and amphibious gear for those operations. 
Therefore what you see in that particular category in development we 
may not have to do in connection with work under our control, al- 
though we might develop something that would be useful to us in 
other than amphibious operations. 

Mr. Osrertaa. For example, take pest control and soil erosion, 
are those necessarily military studies in the matter of research? I 
would assume that the Department of Agriculture is doing extensive re- 
search in these fields, much of which might benefit the military services. 

Admira] Perry. I think you are absolutely correct, Mr. Ostertag. 


Preventive medicine,” including 


They are doing much and, furthermore, the results of whatever 


research they are doing are available to us and would be incorporated 
in any work that we did. Of course they probably have not carried 
along certain research, or certain lines of research concerning the 
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prevention of soil erosion that we possibly wish to investigate, but 
certainly we would use any information which they have available 
to round out the entire problem. 

Mr. Osrertac. Admiral, either on or off the record, would you 
care to comment on what the intelligence operations might be insofar 
as research and development is concerned, and why that is in the 
category of your Bureau? 

Admiral Perry. Off the record. 

(Discussion off the record.) 

Mr. Osrerrag. All of the funds will be obligated for the fiscal year 
1954? 

Admiral Perry. For the whole project we anticipate that there 
will be $179,000 savings this year from the appropriation of $1,350,000 
granted in 1954. 

Mr. OstrertaG. $179,000? 

Admiral Perry. Yes, sir; $179,000. 

Mr. OsrertaGc. That is all I have, Mr. Chairman. 

Mr. Wiae_eswortu. Mr. Sheppard? 

Mr. Suepparp. Off the record. 

(Discussion off the record.) 

Mr. Suepparp. That is all, Mr. Chairman. 


DePARTMENTAL ADMINISTRATION 


Mr. WiacLeswortn. Budget activity No. 7, “Departmental ad- 
ministration,” calls for $4,700,000 for 1955, a decrease of $195,000 
compared to the current fiscal year. 

It is covered on pages 39 to 54, inclusive, of the justifications, and 
it is broken down into 10 projects, as appears from page 39 of the 
justifications. 

Nine out of the ten projects show reductions as compared with the 
current fiscal year. 

There was no money requested either for 1954 or for 1955 as to the 
10th project entitled, ‘“Transportation.” 

There are breakdowns, for each of the nine projects for which money 
is requested in the justifications, and practically every item reflects a 
decrease or no increase, as compared with the current fiscal year. 

There is one increase that I notice under project 7G, an increase of 
$50,000. It is a new item for an automotive technical manual, 
$50,000. What is that manual? 

Admiral Perry. That is a manual which we have presently started 
to prepare, Mr. Chairman, to be used by all of our transportation 
people in the field, particularly those who run transportation pools in 
the various districts, but not including any of the other transporta- 
tion people, to define exactly how our maintenance property should 
be handled, how our routing of transportation should be handled and 
giving full details as to radio-controlled cars, their use and the vari- 
ous scheduling of rates, and this, that and the other. It covers the 
whole gamut of the transportation problem, It might well have been 

ut under the Bureau manual project at a difference of only $45,000, 
bese actually it is an addendum of the Bureau manual project. 

Mr. Wice.eswortn. Do you have an obligation figure against this 
$4,895,000? 

Captain Srmier. I have one here as of January 31, $2,765,002, 
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PERSONNEL 


Mr. WicGLeswortsh. What is the personnel picture in this depart- 
mental set up? 

Mr. Cocurane. In 1953 we had 735 man-years. 

In 1954 we had 735 man-years, and in 1955 we have 731 man-years. 

Mr. WicGLesworrs. Civilians? 

Mr. Cocurane. All civilians, sir. 

Mr. WiacGLeswortu. Is there any military personnel in this setup? 

Mr. Cocurane. Yes, sir. 

Admiral Perry. Not in this appropriation setup. 

Mr. WicaLesworrs. In the departmental setup? 

Admiral Perry. Of course, there is officer personnel, and then we 
have a certain number of Waves and a certain number of enlisted men, 
but very few. 

Mr. WieGLesworts. Will you supply for the record the overall 
military total for 1954 and for 1955? 

Mr. Cocurane. Yes, sir. 

(The matter referred to is as follows:) 

Military personnel assigned to Bureau of Yards and Docks, Washington, D. C, 
(departmental): 1954, 91; 1955, 77. 

Mr. WicGLeswortu. Are there any questions on budget activity 
No. 7, Mr. Ostertag? 

Mr. Osrerrac. No. 

Mr. WicGLeswortu. Mr. Sheppard? 

Mr. SuHepparp. Yes; | have one question. 

With relation to the $116,800,000, which is the monetary request 
for the Bureau, as against the $4,700,000 requested for departmental 
administration, what reflection percentagewise is that in cost of opera- 
tion for administering that amount of money? 

Admiral Perry. It is 4.02 percent, sir. 

Mr. Suepparp. That is all, Mr. Chairman. 


CIVILIAN PERSONNEL 


Mr. WiccieswortH. Do you have the customary civilian personnel 
tables for the whole appropriation? 

Mr. Cocurane. Yes, sir. 

Mr. WiccLeswortH. These tables you have furnished indicate a 
decrease from 18,988 man-years in the fiscal year 1953 to 18,526 in 
1954 and again to 18,196 in 1955. Without objection, we will include 
these tables at this point in the record. 

(The matter referred to is as follows:) 
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Average civilian employment by engineering, Navy Civili 


| | 

Fiseal year 1953 Fiscal year 1954 | Fiseal year 1955 
(actual) (estimated) | (estimated) 
| Man- | Obliga- | Man- | Obliga- | Man- Obliga- 


years tions | years | tions } years | tions 
(1) @ @ | | & (6) (7) 
— 
Total employment /18, 988. 0 $73, 433, 606 18, 526.0 $73, 323, 187 18, 196. 0 $72, 261, 313 LT 
: = = . 0 
L. By source of funds 118, 988.0! 73, 433, 606/18, 526.0! 73, 323, 187 18, 196.0) 72, 261, 313 Ul tj 
. Un 
Current-year funds (direct) |18, 133.0) 71, 064, 823 18, 006. 3. 71, 768, 516 17, 883. 1! 71, 276, 479 
Prior-year 587.0) 1, 5382, 913 251.7 718, 801 44.9 148, 964 
Reimbursements... 268.0} 835.870) 268.0 835,870} 268.0) 835, 870 
(a) Engineering services, subtotal. _-.| 2,404.5) 12, 259, 862) 2, 436,0) 12,713,974) 2,348.0) 12, 241, 461 2. 
Current-year funds (direct) __| 2,404.5) 12, 250, 862) 2,436.0) 12,713,974! 2,348.0) 12, 241, 461 4. 
prior-year funds 0 0 0 0 0 0 
Reimbursements 0 0 0 0 0 0 . 
(b) Industrial mobilization, subtotal _, 46.1 249, O86 “46.9 260, 770 6 260, 770 
Current-year funds (direct) ___| 46. 1) 249, O86 46.9 260, 770 46. 9) 260, 770 to 
Prior-year funds | 0 0 0) 0 0 0 
Reimbursements -- —_ 0 0 0 0 0 0 
(c) Maintenance and operation of | | Port Hur 
shore establishments, subtotal - j15, 769, 7 56, 797, 518) 15, 268. 1) 56, O80, 43 15, 030.1) 55, 592, O82 
Current-year funds (direct) ___|14, 914. 4 428, 735) 14, 748. 54, 525, 772 14, 717. 2 608, 148 Mr. 
Prior-year funds 587.0 , 532, 913 251.7 718, 801 44.9 148, 964 engine 
Reimbursements 268.0 5,870) 268.0) 835, | 870 268, 835, 870 
(d) Special procurement, subtotal 0 0) 0, 0 0. 0 
(e) Construction battalion support, | | | 


subtotal 0 0 0 0) 0 0 
and development, | | 
40.0 160, 000 40.0) 160, 000) 40.0) 160, 000 


Current-yearfunds (direct)...| 40.0) 160, 000| 40.0) 160, 000 40.0, 160, 000 
Prior-year funds. 0 0) 0 0) 
0 0. 0 0 0 MILI’ 
(g) Departmental administration, | 
subtotal. 3, 967, 7, 10) 735.0) 4, 108, 000) 731.0) 4,006, 100 
Current-year funds... 728. 0| 3,967, 140} 735.0) 4, 108, 000 731 0, 4,006, 100 REAR 
Prior-year funds. 0 | 0 0 | 0 
Reimbursements 0 | | 0 » | 0 NAV: 
IL, By ceiling control. paaee.s 73, 433, 606) 18, 526.0) 73, 328, 187 18, 196. = 72, 261, 318 REAR . 
(a) Under own ceiling control... |18, 021. 5| 70, 167, 635 17, 504. 0) 69, 813, 069 17,081. 7| 68, 4 53, 98S AND 
(b) Under other ceiling control 966.5) 3,265,971) 1,022.0) 3,510,118) 1,114.3) 3,807, 325 MAJ. 
= — | 
Includes personal services financed from | | | | RESE 
allocation of funds to Department of the | } | , CAPT. 
Interior !_.....- 5 | 18, 684 5 | 18, 684 5 18, 684 coo}! 
BURE 
CAPT. 
DIVIS 
CAPT. 
LOGI 
MARI 
COMDR 
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Civilian employment—management basis—on board at the end of the fiscal ‘year— 
Bureau of Yards and Docks, Navy 


June 30, 1953 (actual) | June 30, 1954 (estimated) | June 30, 1955 (estimated) 


Source of funds 


Total | Graded graded Total | Graded graded otal Graded graded 
Q) (2 (3) (4) (5) (6) (7) (8) (9) (10 


I. Tota) under own ceil- 
ing control 20, 605 7,538 | 13,067 | 20,360 7,444 | 12,916 '21, 920 8, 118 13, 802 
II. Under own financial 
and ceiling control, 
subtotal 17, 519 7,484 | 10,035 | 18,360 7,404 10,956 20,120 8, O78 12, 042 
1. Civil engineering, 
Navy | 15,075 5,360 | 9,715 | 16, 167 5,326 | 10,841 | 17,877 5, 950 11, 927 
2. Publie works, 
Navy 2,444 2, 124 320 2, 126 2,011 115 2,176 
3. Military construc- 
tion, Naval Re- 
serve Forces. 0 0 0 67 67 0 67 67 0 
Ill. Under own ceiling con- 
trol, but financed by 
outside sources, sub- | 


total | 3,086 | 54 | 3,082 2, 000 40 1, 060 1, 800 40 1,760 
| 


' Increase due to additional functions at Madrid, Spain, ABSD’s, Davisville, R. I., Gulfport, Miss., and 
Port Hueneme, Calif. 


Mr. Wicaieswortnu. Are there any further questions on “Civil 
engineering, Navy’’? If not, we thank you, Admiral. 
Admiral Perry. Thank you, sir. 


Monpbay, Marcu 22, 1954. 
MILITARY CONSTRUCTION, NAVAL RESERVE FORCES 
WITNESSES 


REAR ADM. KENMORE M. McMANES, USN, ASSISTANT CHIEF OF 
NAVAL OPERATIONS (NAVAL RESERVE) 

REAR ADM. JOHN R. PERRY, CEC, USN, CHIEF, BUREAU OF YARDS 
AND DOCKS 

MAJ. GEN. JOHN C. McQUEEN, USMC, DIRECTOR, DIVISION OF 
RESERVE, UNITED STATES MARINE CORPS 

CAPT. WARREN W. JONES, USNR, HEAD, STATION PROGRAMS 
COORDINATION BRANCH, SHORE ESTABLISHMENT DIVISION, 
BUREAU OF AERONAUTICS 

CAPT. WILLIAM C. HUGHES, USNR, DIRECTOR NAVAL RESERVE 
DIVISION, BUREAU OF PERSONNEL 

CAPT. THOMAS C. SHANAHAN, USMC, HEAD, FACILITIES SECTION, 
LOGISTICS BRANCH, DIVISION OF RESERVE, UNITED STATES 
MARINE CORPS 

COMDR. WILLIS H. FISHER, USN, HEAD, LOGISTICS BRANCH, NAVAL 
RESERVE DIVISION, BUREAU OF NAVAL PERSONNEL 

LT. COL. WILLIAM R. GIFFORD, USMC, ASSISTANT OFFICER IN 
CHARGE, UTILITIES AND PUBLIC WORKS SECTION, SUPPLY 
OFFICE, UNITED STATES MARINE CORPS 

LT. COL. GLENN R. LONG, USMC, OFFICER IN CHARGE, LOGISTICS 
BRANCH, DIVISION OF RESERVE, UNITED STATES MARINE CORPS 

REAR ADM. EDWARD W..CLEXTON, USN, ASSISTANT COMPTROLLER, 
DIRECTOR OF BUDGET AND REPORTS 
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Amounts available for 


1953 actual | 1954 estimate | 1955 estimate 


Appropriation or estimate | $80, 000, 000 $15, 000, 000 
Prior year balance available | } f, 629, 000 

Total available for obligation | | 80, 000, 000 20, 629, 000 
Balance available in subsequent year | | 5, 629, 000 2, 258, 000 

Obligations incurred | 24,371,000 | 18, 371, 000 
Comparative transfer from “Public works, Navy"’.. | $8, 500, O81 13, 171, 000 | 

‘Total obligations } 8, 500, 081 37, 542, 000 18, 371, 000 


by activities 


Description 1953 actual 1944 estimate | 1955 estimate 

1. Naval Reserve, aviation $8, 008, 160 Ry $30, 917, 000 $11, 843, 000 

2. Naval Reserve, surface ‘ 401, 012 3, 305, 000 3, 466, 000 

3. Marine Reserve, ground , | 3, 320, 000 8, 062, 000 

Total obligations 8, 500, O81 | 37, 542, 000, 18, 371, 000 

Obligations by objects 

Object classification | 1953 actual 1954 estimate | 1955 estimate 

Total number of permanent 7 

Average number of all employees... ....... 36 57 


Average salaries and grades: | | 
General schedule grades: | 
Average salary 
Average grade 


01 Personal services: 
Regular pay in excess of 52-week base .............-.-.|--------------] 
Rents and utility services... | 1,000 2, 000 
07 Other contractual services... | 1, 789, 000 815, 000 
$8, 500, 081 35, 562, 000 17, 249, 000 
8,500,081 | 37, 542,000 18, 371, 000 


Analysis of expenditures 


1953 actual | 1954 estimate | 1955 estimate 


Unliquidated obligations, start of year. 


Obligations incurred during the year.........................- $24 371,000 18, 371, 000 
24, 371, 000 36, 767, 000 

396, 26, 267, 000 

Total expenditures (out of current authorization)... ... 5, 975, 000 10, 500, 000 


Deduct unliquidated obligations, end of year... .............. 


Mr. Wicateswortu. We will take up at this time the approprie iation 
a? uest entitled, ‘“Military Construction, Naval Reserve Forces. 
( 


Imiral McManes, Assistant Chief of Naval Operations (Naval 
Reserve) is with us and has a brief statement for the committee. 


“Mil 
facili 
Mari 
catio 
this ] 
entir 
Facil 
funds 
are d 
The | 
of 13 
requi 
sectio 
Th 
tion, 
utilize 
of uni 
States 
tion t 
the tr 
Navy 
this p 
eser) 
This 
Depar 
Public 
reques 
reques 
capabl 
na 
additic 
of thes 
enlarge 
tions t 
improv 
ing cen 
effect a 
The 
screene 
require 
ment, t 
where 
This 
in ro 


|| 

Mr. 
M 
Ac 

Gs-7.4 GS-74 


997 


Admital McManes. Would you like to have me read the statement, 
Mr. Chairman? 
GENERAL STATEMENT 


Mr. Wiae.iesworrtn. I think it will save time in the long run. 

Admiral McManes. Mr. Chairman, the appropriation titled 
“Military Construction, Naval Reserve Forces’ provides funds for 
facilities and additions to adequately house and train the Naval and 
Marine Corps Reserve Forces. The items contained in the justifi- 
cations are those considered to be the immediate requirements for 
this program. It is well to point out that the funds requested in their 
entirety have been previously authorized by the National Defense 
Facilities Act (Public Law 783 of the Sist Cong.). This request for 
funds for Reserve construction totals $15 million. The justifications 
are divided into three sections to facilitate consideration and review. 
The first section covers the Naval Air Reserve program, consisting 
of 13 separate projects. The second section consists of 10 projects 
required for the Naval Reserve surface training program. and the third 
section has 14 projects for the Marine Corps Reserve programs. 

The National Defense Facilities Act of 1950, Public Law 783, 
81st Congress, provided authorization for the acquisition, construc- 
tion, expansion, rehabilitation, conversion, equipping and joint 
utilization of facilities necessary for the administration and training 
of units of the Reserve components of the Armed Forces of the United 
States. Under this authority, funds are requested in this appropria- 
tion to provide for the construction and extension of facilities used in 
the training and administration of the Reserve components of the 
Navy and the Marine Corps. The majority of facilities requested in 
this presentation will be jointly utilized with one or more other 
Reserve components. 

This is the second representation to the Congress by the Navy 
Department for a substantial portion of the funds authorized under 
Public Law 783 of the 8ist Congress. In this submission there is no 
request for a facility in a new locality. Where a new facility is 
requested there are Reserve units in being and the locality has proved 
capable of supporting units of the size for which the facility is requested. 

n addition to new facilities this submission includes a request for 
additions and improvements to a number of existing facilities. Many 
of these additions are to provide exclusive space requirements for the 
enlarged Marine Corps Reserve training program and consist of addi- 
tions to existing Naval Reserve training centers. Other items are for 
improvements to existing naval air stations and Naval Reserve train- 
ing centers necessary to conduct an effective training program and to 
effect a reduction in maintenance and upkeep costs. 

The proposed projects contained in this request have been carefully 
screened to include only those items considered to be immediate 
requirements. To insure this, a representative from the Navy Depart- 
ment, together with field representatives, has surveyed each locality 
where a new facility or major improvement is requested. 

_ This submission consists of items in support of three Reserve train- 
ing program, the Naval Reserve Air, Naval Reserve Surface, and 
Marine Corps Reserve. 
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Amounts available for obligation 


| | 
1953 actual | 1954 estimate | 1955 estimate 
Appropriation or estimate... ___| $30, 000, 000 $15, 000, 000 
Total available for obligation 30, 000, 000 20, 629, 000 
Balance available in subsequent year... ...........-..-.-- | —5, 629, 000 — 2, 258, 000 
Obligations incurred 24,371,000 | 18, 371, 000 
Comparative transfer from ‘Public works, $8, 500,081 | 13,171,000 
Total obligations _- |, 500,081 | 37, 542, 000 18, 371, 000 

Obligations by activities 

Description 1953 actual | 1954 estimate | 1955 estimate 
401, 912 3, 305, 000 3, 466, 000 
pS ee Se 8, 500, 081 37, 542, 000 18, 371, 000 


Obligations by objects 


Object classification | 1953 actual 1954 estimate | 1955 estimate 
Total number of permanent positions...............-.-------- aioe 67 67 
Average number of all employees. . 36 57 
Average salaries and grades: | | 
General schedule grades: } 
Average grade. GS-7.4 GS8-7.4 
01 Personal services: | 
Regular pay in excess of 52-week base .......-.-------- |----0--------+ } 1, 1, 217 
Ger nc 164, 200 267, 000 
OECTA $8, 500, 081 35, 562, 000 17, 249, 000 
15 Taxes and assessments.. 3, 900 
Total obligations...... 8, 500,081 | 37,542,000} 18, 371, 000 
Analysis of expenditures 
| 1953 actual | 1954 estimate | 1955 estimate 
Unliquidated obligations, start of | $18, 396, 000 
Obligations incurred during the $24,371,000 | 18, 371, 000 
|. 24,371,000 | 36, 767, 000 
Deduct unliquidated obligations, end of year - - - re 18, 396, 000 26, 267, 000 
Total expenditures (out of current authorization)... 5,975,000 | 10, 500, 000 


Mr. WiceteswortH. We will take up at this time the appropriation 
request entitled, ‘“Military Construction, Naval Reserve Forces.”’ 

dmiral McManes, Assistant Chief of Naval Operations (Naval 
Reserve) is with us and has a brief statement for the committee. 
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Admiral McManes. Would you like to have me read the statement, 
Mr. Chairman? 


GENERAL STATEMENT 


Mr. Wicaueswortn. I think it will save time in the long run. 

Admiral McManes. Mr. Chairman, the appropriation titled 
“Military Construction, Naval Reserve Forces’ provides funds for 
facilities and additions to adequately house and train the Naval and 
Marine Corps Reserve Forces. The items contained in the justifi- 
cations are those considered to be the immediate requirements for 
this program. It is well to point out that the funds requested in their 
entirety have been previously authorized by the National Defense 
Facilities Act (Public Law 783 of the 8ist Cong.). This request for 
funds for Reserve construction totals $15 million. The justifications 
are divided into three sections to facilitate consideration and review. 
The first section covers the Naval Air Reserve program, consisting 
of 13 separate projects. The second section consists of 10 projects 
required for the Naval Reserve surface training program. and the third 
section has 14 projects for the Marine Corps Reserve programs. 

The National Defense Facilities Act of 1950, Public Law 783, 
81st Congress, provided authorization for the acquisition, construc- 
tion, expansion, rehabilitation, conversion, equipping and joint 
utilization of facilities necessary for the administration and training 
of units of the Reserve components of the Armed Forces of the United 
States. Under this authority, funds are requested in this appropria- 
tion to provide for the construction and extension of facilities used in 
the training and administration of the Reserve components of the 
Navy and the Marine Corps. The majority of facilities requested in 
this presentation will be jointly utilized with one or more other 
Reserve components. 

This is the second representation to the Congress by the Navy 
Department for a substantial portion of the funds authorized under 
Public Law 783 of the 81st Congress. In this submission there is no 
request for a facility in a new locality. Where a new facility is 
requested there are Reserve units in being and the locality has proved 
capable of supporting units of the size for which the facility is requested. 

n addition to new facilities this submission includes a request for 
additions and improvements to a number of existing facilities. Many 
of these additions are to provide exclusive space requirements for the 
enlarged Marine Corps Reserve training program and consist of addi- 
tions to existing Naval Reserve training centers. Other items are for 
improvements to existing naval air stations and Naval Reserve train- 
ing centers necessary to conduct an effective training program and to 
effect a reduction in maintenance and upkeep costs. 

The proposed projects contained in this request have been carefully 
screened to include only those items considered to be immediate 
requirements. ‘To insure this, a representative from the Navy Depart- 
ment, together with field representatives, has surveyed each locality 
where a new facility or major improvement is requested. 

This submission consists of items in support of three Reserve train- 
ing program, the Naval Reserve Air, Naval Reserve Surface, and 
Marine Corps Reserve. 
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AIR PROGRAM 


The principal items for the Naval Air Reserve portion of this sub- 
mission are a new facility in the Akron-Cleveland area, to be con- 
structed jointly with the Air Foree Reserve, and the second increment 
of the joint project at Alvin-Callendar Field, New Orleans. The 
remaining Naval Air items of this submission provide for the improve- 
ment of existing facilities by such items as runway extensions and 
necessary land acquisition, ammunition storage facilities, taxiways, 
additional training facilities and sanitary system improvements. 


SURFACE PROGRAM 


The items included in this submission are for 3 replacement traming 
centers to be constructed jointly with the Army Reserve and 8 to be 
constructed jointly with the Marine Corps Reserve. Construction of 
three small electronics facilities are also planned as well as the expan- 
sion of an existing Naval Reserve training center to accommodate the 
expanded program. Funds are requested to permit exercising an option 
to purchase a building now occupied as a Naval Reserve traming 
center. This building was previously renovated and converted at 
Navy expense. 

MARINE CORPS PROGRAM 


There are 14 projects in this program, Seven are for the construc- 
tion of exclusive Marine Corps space at existing Naval Reserve 
training centers. Three are for joint construction of new facilities with 
the Naval Reserve and the expansion and restoration of an existing 
Marine Corps Reserve facilitv. Other projects include a joint con- 
struction with the Army Reserve to provide exclusive Marine Corps 
Reserve space and the expansion of a joint Army-Naval Reserve train- 
ing center to provide exclusive Marine Corps Reserve space. 

The Navy is required by the Armed Forces Reserve Act to provide, 
maintain, and support an adequate Naval Reserve and Marine Corps 
Reserve to meet planned mobilization requirements. In order to meet 
these requirements, it is essential that reasonable and adequate facili- 
ties be provided to conduct an effective training program. The Navy 
heartily endorses the action of Congress in placing in law a requirement 
for a dynamic, well trained, and qualified Reserve. This action em- 
phasized the Navy’s past policy and desires for its Reserve compon- 
ents, both Naval and Marine. The funds requested here are consist- 
ent with a continuance of the Navy’s long-range plans for proper, 
efficient, economical support of our Reserve components. It is a 
forward and orderly step for carrying out the provisions of the con- 
gressional will as expressed in the Armed Forces Reserve Act and the 
National Defense Facilities Act of 1950. This is an essential facilities 
program of utmost importance to provide the training that will make 
our Naval Reserve and Marine Corps Reserve ready to meet any 
emergency our Nation may be called upon to face.. 

Mr. WiaeLesworrn. Thank you, Admiral. 

As | understand it, Public Law 783 of the 81st Congress, authorized 
$250 million, did it not for all services, including the National Guard 
and the Air National Guard? 

Admiral McManes. Yes, sir. 
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Mr. WicGLeswortH. To what extent has that authorization been 
drawn upon? 

Admiral McManes. Last year was the first time that we had drawn 
on that. Do you have the amount we had appropriated, Captain? 

Captain Jonres. We had $30 million in the Naval Reserve in our 
whole program. 

Mr. Wicecieswortn. If this appropriation is approved in full the 
Navy will have had $45 million out of the $250 million? 

Captain Jones. I believe there was $492,000 prior to last year, or 
a total of $45,492,000. 

Mr. WiaGiesworin. Has any specific portion of the $250 million 
been allocated, so to speak, to the Navy? 

Captain Jonrs. No, sir. 

Admiral CLiextron. Mr. Chairman, I can give you some figures on 
that. 

The Army, the Navy, and the Air Force, up through the fiseal year 
1954 have had $164,065,919 appropriated. 

Mr. WiecLtesworin. Through the fiscal year 1954? 

Admiral Ciexton. Through 1954, ves, sir, and the amount in the 
1955 bill for all three services is $54,165,000. So, adding those 
.together, the total appropriated through 1954 plus the amount 
planned for 1955, would equal $218,230.919 of the $250 million 
authorized. 

Mr. Wige.eswortn. And these projects may or may not be for 
joint utilization, is that correct? 

Admiral McManss. That is correct, sir. 

Mr. Wiecieswortn. And the money when appropriated is avail- 
able until expended? 

Admiral McManus. Until expended; yes, sir. 


LOCAL CONTRIBUTIONS 


Mr. WicGLeswortu. To what extent, if any, has there been local 
contribution to the Navy projects? 

Admiral McManes. In a number of instances, which I think we 
can cover, as we review each project, the community has given the 
necessary real estate. In other areas we have rented or leased build- 
ings. 

Mr. Wiccieswortu. This request is for $15 million, as compared 
with $30 million in the current fiscal year and, apparently, if we take 
into account comparable transfers you have a total availability in 
1954 of $37,542,000 as compared with an estimated availability of 
$18,371,000 in 1955, is that correct? 

Admiral CLexton. Yes, sir, that is correct. 


OBLIGATIONS AND EXPENDITURES 


Mr. WiccteswortH. Do you have an obligation figure and an 
expenditure figure against the $30 million as of some recent date? 

Admiral CLiexton. The total obligations as of January 31 r 
$799,851. ' 

Mr. WiaetrswortH. Do you have an expenditure figure? 

Admiral CLexton. And expenditures for the fiscal year 1954 up to 
the same date, January 31, are $117,000. 
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Mr. Wiae_eswortnu. And you estimate a carryover into the fiscal 
year 1955, apparently, of $5,629,000, is that right? 

Admiral CLexton. That is correct. We expect to obligate about 
$25 million. To be exact, $24,371,000 is what we expect to obligate 
and, consequently, will have a carryover of $5,629,000 into the scal 
year 1955. 

Mr. Wiaa.ieswortu. We have here a justification book, which is 
over an inch thick, and which gives certain overall information and 
also gives details in respect to each one of the proposed projects under 
the three programs to which the admiral has referred. 


APPROPRIATION INTRODUCTION 


Without objection we will insert at this point in the record pages 2 
and 3 of the justifications, which are in the nature of an appropriation 
introduction. 

(The matter referred to is as follows:) 


Miuitary Construction, NavAL RESERVE ForcEs 
APPROPRIATION INTRODUCTION 


The “National Defense Facilities Act of 1950,’’ Public Law 783, 81st Congress” 
provided authorization for the acquisition, construction, expansion, rehabilitation, 
conversion and joint utilization of facilities necessary for the administration and 
training of units of the Reserve Components of the Armed Forces of the United 
States. Under this authority, funds are being requested in this appropriation to 
provide for the construction and extension of facilities used in the training and 
administration of the Reserve Components of the Navy and the Marine Corps. 
In most instances these facilities will be used jointly by the Navy and Marine 
Corps Reserve personnel. 


Summary of estimates by budget activity 


Activity 1955 estimate 


Mr. Wiae_eswortn. Are there any questions before we take up the 
three programs, Mr. Ostertag? 

Mr. Ostertaa. I have no questions, Mr. Chairman. 

Mr. Mr. Sheppard? 

Mr. SuepparpD. Admiral, am I to understand that this is a program 
that is supposed to pick up the slack in case of an emergency to 
make up for deficiencies, if any, in the Regular service? 

Admiral McManess. That is correct, sir. 

Mr. Suepparp. That is all, Mr. Chairman. 


Reserve, AVIATION 


Mr. Wice.ieswortH. Turning to the Naval Reserve Aviation 
rogram, without objection, we will insert pages 4 and 5 of the justi- 
Salen which list the plants and projects, 15 in number, is that right? 
Captain Jonrs. There are 13 projects in number, sir, at 8 stations. 
Mr. WicGLeswortn. Thirteen projects at eight stations? 
Admiral McManss. Yes, sir; at 8 stations. 
(The matter referred to follows:) 
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Military construction, Naval Reserve Forces, Naval Reserve (Aviation), fiscal year 
1955, Jan. 22, 1954 


| | 


| 
| priation, age rior- 
Project location and description Authorization status | fiscal year | No ity 
1955 
Akron-Cleveland, Ohio: New site develop- | Public Law 783, 8lst Cong. _| $3,864,000 | NAR-1 2 
ment of naval air station (1st increment). | | | 
NAS, Dallas, Tex.: 
Extension of runway and taxiway___- 400,000 | NAR-2 6 
Aircraft parking 139,000 NAR-2 7 
NAS, Minneapolis, Minn. (OLF Bemidji): |.....do............_- ca 80,000 | NAR-3 13 
Ammunition storage magazines. 
NAS, New Orleans, La.: Alvin Callendar |_....do..._........ 2, 364,000 | NAR-4 1 


Field, 24 increment of development of | 
naval air station. } 

NAS, Niagara Falls, N. Y.: Acquisition of |____. 2,000 | NAR-5 10 
additional land (3 acres). 

NAS, Oakland, Calif.: 


Additional aviation training facilities 113,000 | NAR-6 12 
Improvement of sanitary sewer system .__|____- 75,000 | NAR-6 
NAS, Olathe, Kans.: | 
Runway end and approach zone im- |___..do_..__.._.-__.__..._- 233,000 | NAR-7 8 
provements. 
ALF, South Weymouth, Mass.: | | 
Aircraft parking 263,000 | NAR-8 3 
Extension of utilities and services.....___|.....do...._..-...... rubbed 1,020,000 | NAR-8 4 
Runway extension, ammunition storage, |__._- 1,150,000 | NAR-8 5 
and land acquisition. | 


AKRON-CLEVELAND, OHIO 


Mr. Wiccieswortu. The detailed discussion of this program 
extends all the way from NAR-1 to NAR-8-7, and I notice that the 
first project listed is for a new site development of a naval air station 
at Akron-Cleveland, Ohio, calling for an expenditure of $3,864,000. 
What is the necessity of this new project? 

Admiral McManes. At the present time our naval air station at 
Akron is at the municipal airport, and cannot be extended beyond its 
present limits. 

A part of our facilities are in a building which is Government-own 
but it is within the control of the Goodyear Rubber Co. That is 
plant D. The Goodyear Co. would like to get plant D back again 
and the Navy would like to have more space, so that we may expand 
our Air Reserve training facilities. 

This joint facility will take care of a considerable area in the Cleve- 
land-Akron axis‘and provide us with space for extension of runways 
and the utilization of modern aircraft. 

Mr. Wiae.eswortu. Is this to be wholly financed by the Navy? 

Admiral McMangs. The Air Force is the sponsoring activity and is 

roviding the land, and the portion which we ask is just for the Navy 
acilities that are to go on that land. 

Mr. WiaGLeswortu. There is a breakdown on page NAR~-1-5 of 
the $3,864,000. 

Will this complete the job? 

Admiral McManes. This is the first increment. 

Mr. WigeLeswortx. What will be the overall? 

Captain Jones. The overall figure is $5,210,000, and the additional 
will consist mostly of personnel facilities which we are not including 
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in the first year’s submission. There will not be any barracks or 
BOQ’s of any kind the first year. 

Mr. Wiacieswortn. | notice while you have given me an overall 
cost of $5,210,000, on page NAR-1-2, it is indicated that the total 
Federal cost will be $24 million. Does that mean that the difference 
is to be financed by the Air Force? 

Admiral McManes. Yes, sir. 

Mr. Suepparp. In other words, the $5,210,000 is the Navy's total 
proposed investment in this project? 

Admiral McManes. Yes, sir. 

Mr. Suepparp. The difference between the $5,210,000 and the 
$24 million is to be financed by the Air Force? 

_ (Norg.—In connection with above figures, see table on p. 1012 
which shows the total estimated cost at $18,634,000.) 

Captain Jonrs. By the Air Force and the Air National Guard, sir. 

Mr. WiaeteswortH. Do you know how much is requested in 1955 
by the Air Foree and the Air National Guard for this project? 

Captain Jones. The Air Force estimate is $10,767,000. IL have 
not seen the National Guard submission. The Air Force will con- 
struct all the joint-use facilities, and the guard and the Navy will 
construct only those facilities they need for their own use. 

Mr. Wiaaieswortn. There is $945,000 in here for 90,000 square 
yards of aircraft parking aprons at $10.50 per square yard. 

There is also an item of $2,300,000 for a Naval Air Reserve training 
hangar, which is to include apparently two 2-story lean-tos, utilities, 
and services, 110,000 square feet. 

There is also a lump sum in here for utilities, services, and roads, 
$205,600. What does that include? 

Captain Jones. Electricity and sewerage, water, steam, and so forth. 

Mr. Wiacteswortrn. How much road do you have to build? 

Captain Jones. I do not think that our estimate is broken down 
to that extent. The actual site location has not been selected. We 
have a map showing the general location. Onlv the general location 
of the building has been laid out and the actual roads have not as 
yet been laid out. 

Mr. Wiacieswortu. How badly off would we be without this new 
facility? 

Admiral McManes. Without the new facility we would be severely 
handicapped in the furtherance of our Naval Reserve aviation training 
in this very vital area. 

Mr. Wiaaiteswortu. What else do we have in this area? 

Admiral McManes. We have a number of Naval Reserve surface 
training centers at Cleveland, Lorain, and Akron, and there are also 
Air Force activities in this area; also some Army activities. 

As far as the Navy is concerned, our other activities are confined to 
surface units. All of these are on very much of a going basis. 

Captain Jones. The facility of Akron is not capable of handling jet 
aircraft. The runways are not long enough. We are equipping all 
our fighter squadrons with jet aircraft, and the runways at Akron are 
just not adequate to take care of them. 

Admiral Monawen: I have here the length of those runways. 


Mr. Wiaeieswortn. The present runways? 
Admiral McManes. The present runways. 

One is 5,600 feet, and is being extended to approximately 9,050 feet. 
The other 2 are 2,350 feet and 3,250 feet, respectively, and neither of 
the latter 2 can be extended. 
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1 would like to point out at the top of page NAR-1-3, in the upper 
right-hand corner, there is a typographical error. That figure should 
be $3,864,000 instead of $3,869,000. 

Mr. Sueprarp. Then we ought to make the same correction at the 
top of page NAR~-1-2? 

Admiral McManes. That is correct, sir. Reduce the figure by 
$5,000. 

DALLAS, TEX. 


Mr. WicG.ieswortu. For Dallas, Tex., you request $400,000 for 
extension of runway and taxiway, and $139,000 for aircraft parking. 

Admiral McManes. That is also a joint facility with the Navy 
as host there to the Air Force and the Air National Guard. 

Mr. WicGLeswortu. Will this complete that project? 

Captain Jones. Yes, sir. 


MINNEAPOLIS, MINN. 


Mr. WicGLesworts. You have a request for $80,000 for Minne- 
apolis, Minn., for ammunition storage magazines. 

Admiral McManes. That is an ordnance outlying facility, sir. On 
page NAR-3-3 you will see the description in the second paragraph 
of the present situation. 

Mr. WigG.eswortn. The justification indicates that the existing 
ammunition storage facilities consist of an earth-covered, dirt-decked, 
quonset-type structure which is in a poor structural condition. Also 
that you propose to construct two standard storage magazines with 
effective security for the proper storage of rockets, 20 mm. ammuni- 
tion and .50 caliber ammunition. 

Admiral McManes. Yes, sir. 


ALVIN CALLENDAR FIELD, NEW ORLEANS, LA. 


Mr. WicGLeswortu. You request $2,364,000 for the Alvin Cal- 
lendar Field, for the second increment of development of the naval air 
station. 

Admiral McManers. The Navy is the host at Alvin Callendar and 
it will be jointly used with the Air Force and the Air National Guard, 
and of course the Marine Air Reserve training. 

Mr. WieG.eswortn. This is the station for which we provided the 
first increment in the current fiscal year, is it not? 

Admiral McManes. Yes. The first increment was $16,027,000. 

Mr. Wiaeutesworta. There is a breakdown of the item requested 
on page NAR-4—4. Will this complete the job? 

Admiral McManes. No, sir; this will not complete it. 

Mr. Wigateswortu. How much more will you need? 

Admiral McManes. The total amount of the Navy’s share will be 
$37,449,000. The total Federal cost will be $53,449,000. 

Mr. WicGiesworts. The balance being provided by the Air 
Force? 

Admiral McManes. Yes, sir. 

Mr. Wiecteswortu. How much is the Air Force requesting this 
year for this project; if vou know? 

Captain Jones. Mr. Chairman, I have not seen their request for 
this vear. They have provided funds for the current fiscal year, and 


a 


1004 


so has the guard, and I think the total is about $3 milhon to start 
their facilities. I do not know what their submissions are. 

Mr. WiaGLeswortH. You show $300 an acre for clearing and grub- 
bing 240 acres and $240 an acre for storm drainage on 240 acres and 
$18 per square yard for 90,700 square yards of airfield pavement. 

Is that comparable to what we have besa paying under the first 
increment? 

Captain Jones. Yes, sir. 

Mr. WicGiesworts. The costs are the same? 

Captain Jonzs. Yes, sir. 


NIAGARA FALLS, N. Y. 


Mr. WicGiuswortH. Now, you have an item of $2,000 for the 
acquisition of additional land at Niagara Falls—3 acres. 
dmiral McManes. That is at the municipal airport at Niagara 
Falls, sir. 
OAKLAND, CALIF. 


Mr. WiaciteswortH. You have an item for additional aviation 
training facilities in the amount of $113,000 and improvement of 
sanitary sewer system in the amount of $75,000 at Oakland, Calif. 

Admiral McManes. That is also at the municipal airport at Oak- 
land, Calif., and last year we spent $25,000 to have the sewer lowered 
so that we could tap into it. 

Captain Jones. That is correct. The city of Oakland has built 
a new sewer system. Wecontributed in the amount of $25,000, which 
was the additional cost to lower their system, their lines, so we could 
tie into them without having to use any lift stations whatsoever. Now 
that their system is completed, we propose to tie into it. There is a 
big pollution-eradication program going on in the bay area. 

r. WiaaLtesworts. A breakdown of the cost appears on page 
NAR-6-6 of the justifications. 
Captain Jones. Yes, sir. 


OLATHE, KANS. 


Mr. Wiacteswortu. The next item is for Olathe, Kans., $233,000 
for runway end and approach-zone improvements, and $88,000 for 
ammunition storage. 

Admiral McManss. Olathe, Kans., is a growing Naval Air Reserve 
station—a growing and going Naval Air Reserve station. 

Mr. Wiacteswortn. A breakdown of the costs appears on page 
NAR-7-6 of the justifications. 

You show an item here under this project of $250 an acre for the 
acquisition of 390 acres. How does that cost compare with what we 
have been paying for land on this project? 

Captain Jones. I think that is almost exactly the amount we paid 
for land for the other work in that same area, Mr. Chairman. 


SOUTH WEYMOUTH, MASS. 


Mr. Wiaceieswortu. The next item is South Weymouth, Mass., 
$263,000 for aircraft parking area; $1,020,000 for extension of utilities 
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and services, and $1,150,000 for runway extension, ammunition 
storage and land acquisition. 

Admiral McMangs. In your book that is indicated as an auxiliary 
landing field, but it has been changed to a naval air station. 


LOCAL CONTRIBUTIONS 


Mr. WiacieswortH. The breakdown of costs appears on page 
NAR-8-7. 

Are there any local contributions in respect to the Naval Aviation 
Reserve program? 

Admiral McManes. At Alvin Callender Field at New Orleans; 
yes. 

Mr. WicGLeswortsH. What is the local contribution there? 

Captain Jones. The old Alvin Callendar Field of about 500 acres 
is being given to us for our development. 

Mr. WieG.ieswortu. By the city? 

Captain Jongs. Yes, sir. 

Mr. Wieaieswortu. Is there any priority on these stations that 
we have been looking at? 


PRIORITIES 


Captain Jones. We have not made up a priority for this year’s 
program, Mr. Chairman. 

Mr. WiceieswortH. When you revise your remarks will you 
indicate on the tables for each of the three programs the priority of 
the individual projects? 

(The table referred to appears on pp. 1001, 1007, and 1014.) 


DISCREPANCY IN ESTIMATE FOR ALVIN CALLENDAR FIELD, NEW ORLEANS 


Mr. WiaeLeswortu. My attention is called to the justifications of 
a year ago in respect to the Alvin Callendar Airport at New Orleans, 
and on page NAR-4-2 it is stated: 


The first-year construction program in the estimated amount of $16,027,000— 
which is what we gave you— 


will provide a usable facility. The second-year construction program in the 
amount of $15 million will complete the facility according to the present master 
plan. 


That would give you a total, as far as the Navy is concerned, of 
$31,027,000. 

The estimate you gave us a few minutes ago, as far as Navy is 
concerned, I understood to be $37,449,000, or about $6,422,000 in 
excess of the estimate you gave us last summer. 

What is the explanation of that? 

Captain Jonrs. Mr. Chairman, I cannot give you the cause of that 
discrepancy at the moment. It may be that the cost of the archi- 
tectural and engineering contract was in excess of what we originally 
figured. Otherwise, I am unable to explain it to you at this moment. 

Mr. Wiaee.Lesworrn. Will you please furnish a statement for the 
record when you revise you remarks? 

(The information requested is as follows:) 


The estimate of a total requirement of approximately $31 million to construct 
a complete facility was provided by the architectural and engineering contractor 
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on the basis of his preliminary engineering study, and not on the basis of a master 
plan as indicated in the fiscal year 1954 submission. Subsequent review of the 
preliminary engineering study and total requirements revealed the need for addi- 
tional facilities which have been included in this new estimate. The revised esti- 
mate of $37,449,000 was provided by the architectural and engineering contractor 
based on these revised total requirements. 

Mr. Wiceitesworrn. Are there any questions on Naval Reserve 
aviation programs? 

Mr. Osrertaa. No questions. 

Mr. Mr. Sheppard. 


SURFACE FOR PARKING AREAS 


Mr. Suepparp. I would like to ask Admiral McManes some ques- 
tions. It appears that we have some considerable parking area con- 
templated m these projects, and you are going to operate jet airplanes 
in the major operations in all this entire function, are you not? 
Admiral McManes. Yes, sir. 

Mr. Suepparp. | will use an item shown on page NAR-1-—5 as an 
example, where you have an aircraft parking area of 90,000 square 
yards, including clearing and grading at $10.50 per square yard, or a 
total of $945,000. Does that take in black topping? Is that the basis 
for the figure you set forth here? 

Captain Jones. The standard runways are of Portland cement 
concrete or—— 

Mr. Saeprarp. I am addressing myself to the parking area. 

Captain Jonrs. Portland cement, sir. 

Mr. Suepparp. We can have your assurance that wherever you are 
putting in a parking area and investing this money, you are going into 
cement and not black top? 

Captain Jones. That is right, sir. 

Mr. Suepparp. Is that positive? 

Captain Jones. Yes, sir. 

Mr. Suepparp. What you have now is a monstrosity as far as jet 
engines are concerned. 

Now I find language here, ‘clearing and grubbing 250 acres, at 
Alvin Callendar Field.’ Addressing myself to the Bureau of Yards 
and Docks, | thought the days of grubbing were over, that we now 
used bulldozers. 

Admiral Perry. Quite truly, but if you could see the land at Alvin 
Callendar Field you would realize the term that we have used here, 
“orubbing,’’ is quite a correct term. We will use whatever we can 
to get it out of there, but the site itself is right in the muck, and it 
certainly has cypress and every other type of growth on it. 

Mr. Suepparp. That is why I asked the question. 1 was there on 
a while ago. You think grubbing is still a good word? 

Admiral Perry. That is right. 

Mr. Sueprarp. You would not apply a grubbing ax to that? 
Admiral Perry. No. I do not say necessarily we would use a 
grubbing ax. 

Mr. Suepparp. I will have to admit from seit, I observed that 
somebody will have to do a lot of grubbing, whether they do it with 
modern mechanics, or powder. 
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Navaut Reserve (SurFAce) 


Mr. WiGcGLeswortu. We now come to the program for the Naval 
Reserve (surface), which appears to include 10 items. 

Without objection, we will insert in the record at this point pages 
6 and 7 of the justifications, summarizing the program which calls 
for $2,789,000, and which is covered in detail at pages NSR-—-1 and 
NSR-10-4. 

Admiral McManes. Yes, sir. 

(The pages referred to are as follows:) 


Naval Reserve (Surface), fiscal year 1955, Jan. 22, 1954 


Appropria- 


>, 
Project location and description Authorization status | tion fiseal Page Priority 
vear 1955 number | 

Naval, Army and Marine Corps Reserve Train- | Public Law 783, Sist $520, 000 NSR-1 2 
ing Center, Albany, N. Y., provide facilities | Cong 
for Navy at proposed joint facility. 

Naval and Marine Corps Resorve Training Cen- do 592, 000 NSR-2 | 4 
ter, Atlanta, Ga., new joint facility 

Naval Reserve Training Center, Clifton, N. J.. |- do. 79, 000 NSR-3 | 10 
extension to existing facility. | 

Naval Reserve Training Center, Davenport, ...do &, 000 NSR-4 | 9 
Iowa, purchase of building and land. } 

Naval and Army Reserve Training Center, do 315, 000 NSR-5 | 3 
Elmira, N. Y., provide facilities for Navy at | 
proposed joint fac ility. | 

Naval Reserve Electronics Facility, Eureka, | do 42, 000 NSR-6 7 
Calif., new facility. 

Naval and Marine Corps Reserve Training Cen- | nt ae 727, 000 NSR-7 5 
ter Kansas City, Mo., new joint facility. | | 

Naval Reserve Electronics Facility, Miami, | &.... . #2, 000 NSR-S8 6 
Ariz., new facility. 

Naval Reserve Flectronies Facility, Modesto, | do... | 42, 000 NSR-9 8 
Calif., new facility | } 

Naval and Marine Corps Reserve Training Cen- | do 422, 000 NSR-10 1 


ter, Waco, Tex., new joint facility. 


} 2, 789, 000 } 


ALBANY, N. Y. 


Mr. Wice._esworrnu. The first item is for $520,000 to provide 
facilities for the Navy at proposed joint facility, Albany, N. Y. Is 
this a new facility? 

Admiral McManes. It is a replacement facility. The Army is the 
host here. As you see, it is joint with Navy, Army, and the Marine 
Corps. The present fac ility is located in a converted yacht club on ap 
island which is falling rapidly off into the river. There is a cracking 
and washing away. It makes considerable areas of it unsafe for use. 
The Navy is going to expand the Army Reserve Training Center which 
is being procured by the Army to provide for our exclusive naval 
purposes. There will also be later an inclusion for the Marine Corps 
for their portion of this. 

Mr. WiceLesworru. What does the Navy have now? 

Admiral McManes. Well, at the present time, we are in this con- 
verted yacht club which is deteriorating and washing away. 

I think the estimated cost of repairs would be $500,000 to keep that 
from falling any further away. 

Mr. Ostertac. Does the Government own this yacht club facility? 

Admiral McManes. No, sir. I think that is owned by the city. 


43811—54—64 
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Mr. WiaGLeswortu. There is a breakdown of estimated costs on 
page NSR-1-—4 of the justifications. 
Admiral McMangs. Yes, sir. 


ATLANTA, GA. 


Mr. Wiee_eswortnH. The next item is $592,000 for a new joint 
facility at Atlanta, Ga. 

Why do we need this facility? 

Admiral McManes. This will be a Navy and Marine Corps joint 
facility. At the present time our training center, which is inadequate, 
is located at the naval air station, which is about 12 miles from the 
center of the city, and about 20 miles from the really populated area of 
Atlanta. It requires about an hour and a half travel time to go out 
there from the city. That, of course, is where most of the naval 
reservists would live. We feel by constructing a facility of our own in 
the urban area we will get far greater participation in our Reserve 
activities. The transportation problem is the great deterrent factor 
to us there. 

Mr. Wiae.teswortn. There is a breakdown of the cost of this item 
on page NSR-2-4 of the justifications. 

Admiral McManes. Yes, sir. 


CLIFTON, N. J. 


Mr. Wiae.eswortu. There is a small item of $79,000 for extension 
of existing facility at Clifton, N. J. 

Admiral McManes. That is to give us additional classrooms, 
administrative and storage space at the training center. 

Mr. WiceLeswortH. What classroom space do you have now? 

Admiral McManes. At the present time, we have 5 classrooms that 
were built as such and 2 administrative spaces, and attached to this 
center is a surface battalion, 3 surface divisions, and 2 construction 
battalion units using this facility. 

The other facilities in the area, one at Newark and one at Jersey 
City, cannot aid Clifton, as they are already up to their maximum 
capacity. 

DAVENPORT, IOWA 


Mr. Wiacieswortn. There is a small item of $8,000 for the pur- 
chase of building and land at the Naval Reserve Training Center, 
Davenport, Iowa. 

Admiral McManess. Yes, sir. That is a schoolhouse in which we 
have been located, and we are now exercising our option to buy. 


ELMIRA, N. Y. 


Mr. Wiaeteswortn. There is $315,000 to provide facilities for the 
Navy at the proposed joint facility at Elmira, N. Y. 

Aden McManes. The Army will be host there, sir, and they are 
providing the land and the joint-use facilities. 

Mr. WigeLeswortH. What is this money to cover? 

Admiral McManess. The total Federal cost of this to the Army and 
the Navy will be $525,000. 
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Mr. WicGieswortH. There is a breakdown of the costs on page 
NSR-5-4 covering the construction of a building, construction of a 
garage, construction of inflammable storage, removing and reinstalla- 
tion of equipment, site improvements, roads, walks, and utilities. The 
principal item is the construction of a building 15,151 square feet at 
$10 per square foot. What is this building? What is it for? 

Admiral McManes. This will be the training center, sir, for the 
naval portion. 

Mr. WiceLeswortH. What are we using now for that purpose? 

Admiral McManes. We are in an abandoned firehouse leased from 
the city for $1 a year, sir. 


EUREKA, CALIF, 


Mr. Wiac.iesworrn. The next item is $42,000 for the Naval Re- 
serve electronics facility at Eureka, Calif. This is a new facility. 
Why do we need this new facility? 

Admiral McManes. The present building is wholly inadequate for 
our needs. 

Mr. Wiac.LeswortH. The cost of this item is broken down on page 
NSR-6—4 in the justifications. 

Admiral McManegs. Yes, sir. 


KANSAS CITY, MO. 


Mr. WicGieswortuH. The next item is for $727,000 for a new joint 
facility at Kansas City, Mo. 

Admiral McManss. This is a replacement which shall be used with 
the Marine Corps jointly. 

Mr. WiceLesworth. What have you now? 

Admiral McManss. The present training center is located in what 
has been described to me as the oldest reinforced concrete building 
west of the Mississippi River. It is in a slum area, and the building 
is in a very dilapidated condition. First, with respect to the area 
which we can utilize, it is in the basement, the only place where we 
could install our training machinery and machine tools. The area 
has great potentials for the Naval Reserve, but because of the location 
of this building it is not what we require. 

Mr. WiceLeswortn. The cost breakdown appears at page NSR 7-4 
of the justifications. 


MIAMI, ARIZ. 


Forty-two thousand dollars for new facility, “Naval Reserve, elec- 
tronic facility, Miami area.”” Why do you need this new facility? 

Admiral McManess. The present one is located in the Miami High 
School where we lease space at $480 a year. The school board has 
notified us that they desire to terminate the present lease as soon as 
we can move out. The lease carries a 30-day cancellation clause for 
either party. 

Mr. WiageteswortH. The cost breakdown for this item appears 
at page NSR 8-4 of the justifications. 
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MODESTO, CALIF. 


Naval Reserve electronic facility in Modesto, Calif., a new facility, 
$42,000. 

Admiral McManes. Mr. Chairman, we are in a second-hand 
quonset hut, 20 by 96 feet, which is in bad condition and quite 
inadequate for the use to which it should be put for training electronic 
technicians. 

Mr. Wiee.eswortn. The cost breakdown is on page NSR 9-4 of 
the justifications. 

WACO, TEX, 


The final item, $422,000, is for a new joint facility, at Waco, Tex. 

Admiral McManus. At the present time we are located in. the 
Waco High School where we pay an annual rent of $2,100. ‘This lease 
expired on the 30th of November 1953, and the school beard will not 
renew, because they need the space for their own needs. The chamber 
of commerce is helping us to find temporary space. This will provide 
also for a joint facility for the Marines and the Navy. 

Mr. Wiaeieswortu. The cost breakdown appears on NSR 10-4 
of the justification. 

Are there any questions on the Naval Reserve surface program, Mr. 
Ostertag? 

ESTIMATED LIFE EXPECTANCY OF BUILDINGS 


Mr. Osrertaa. I have just one question. I notice that you esti- 
mate a life expectancy, on an average of 25 years. On what do you 
predicate that figure; is it based on experience, or is that just an arbi- 
trary figure? 

Admiral Perry. Any of these buildings, you might say, assuming 
they have enough maintenance on them, could last indefinitely; that 
is, assuming a reasonable amount of maintenance, you would expect 
that they would have reached their economical usefulness at the end of 
approximately 25 years. 

Mr. Osrertac. What percentage of your program would this list 
constitute? You have a number of projects under the “Surface Navy 
Reserve.” 

Admiral McManers. Yes, sir. 

Mr. Osrertaa. For which you ask funds for construction or pur- 
chase of facilities of one kind or another. I am wondering in con- 
nection with the overall picture, what percentage of this program, 
does this year’s request cover? In other words, over what period of 
time would it take to complete this program? 

Commander Fisner. We have on our long-range program projects 
at the present time, and this is about one-twelfth of the program. 

Mr. OsrertaG. In other words, in a period of 12 years, if it levels off 
as of this year, it would take about 12 years to complete the job? 

Commander Fisner. Yes; it would. All of the projects are not 
replacements; some of them are additions. 

Mr. Osrertaa. I understand that. 

Commander Fisner. In about 12 years. 

Mr. Osrertac. How far along are you with this facility program; 
where will you be with this program at the end of this year; would you 
be a quarter of the way through, or halfway, or just starting? 
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Captain Hucues. We only started last year, actually, under Public 
Law 783; prior to that time, we had no public works, so far as the 
surface program is concerned; we have had a lapse of about 4 years. 
The construction the last time was in fiscal year 1948; that was the 
last time a request for reserve surface construction was presented to 
the Congress, so that some 4 years had lapsed without any type of 
construction on any 1 of the 315 centers where we have these facili- 
ties. The construction program was based on our ability, starting last 
year, and the complement here, is practically a 1-year’s portion, be- 
cause we got started on a little larger basis last year. 

Mr. Ostrerrac. I am referring principally about the Navy reserve 
surface program. 

Captain Huanes. Yes, this is the Navy surface program I am 
talking about. 

Mr. OsrertaG. The total amount of the program this year is 
$2,789,000. 

Admiral McManes. Yes, sir. 

Mr. Osterrac. Would you say that 12 times that will complete 
the program? 

Captain Hucues. I doubt that 12 times that would do it because 
we are not projecting it on the basis of the monetary value for the year, 
but rather on the needs by the year as they arise. 

We want to build up the program and as the needs arise, we might 
need more or less. These total projects we presently have are in 
the long-range program, and to look at the thing more realistically 
it must be considered as a continuing program. We know we have 
at the present time 315 training centers, and the number that will be 
needed, replacement or major overalterations, at any one time, 
continues, so there will actually be a continuing program right straight 
along. At the present time we foresee this program that will take us 
along for the next 10 years. 

Mr. Osrerraa. Is this an indication of added emphasis for Reserve 
training? 

Captain Yes, sir. 

Mr. OstertaG. That is all, Mr. Chairman. 

Mr. Suepparp. No questions, Mr. Chairman. 


JOINT PROJECT FINANCING 


Mr. WiaG_esworts. Admiral, I would like for the record, with re- 
spect to all of these programs, if possible, a list which will show in 
respect to joint financed projects, first, under estimated costs, the 
Navy’s share as estimated a year ago and as estimated now; second, 
the estimated share of any others that contribute, as of a year ago and 
as of now. 

Also the amount appropriated through 1954, (a) for the Navy and 
(6) as to any other branches concerned. 

Also the amount requested for 1955, (a) by the Navy and (b) by 
others who may be concerned. 

(The information requested follows:) 
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OBLIGATIONS 


Mr. WicecLteswortnx. How much, as of now, do you expect to 
obligate of the funds on hand by June 30, 1954? 

Admiral CLexton. $24.3 million. 

Mr. Wiee.ieswortnu. That estimate is as of the present time? 

Admiral CLexton. Yes, sir. $30 million was appropriated in 1954 
and we expect to obligate by June 30, 1954, $24.3 million. 


CIVILIAN PERSONNEL 


Mr. WicGieswortu. Without objection, we will insert the custom- 
ary civilian personnel table for this appropriation at this point. 
(The matter referred to follows:) 


Average civilian employment by budget activity—military construction, Naval Reserve 


Forces 
Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 
(actual) (estimated) (estimated) 
} 
Man- Obliga- Man- Obliga- Man- Obliga- 
years tions years tions years tions 
(1) (2) (3) (4) (5) (6) (7) 
Total employment... _.___..-. 0 0 36. 4 $164, 200 57 $267, 000 
I. By source of funds__._.......... 0 0 36.4 164, 200 57 267, 000 
Current-year funds (direct)_. 0 0 36. 4 164, 200 57 267, 000 
Prior years’ funds__..__._.._. 0 0 0 0 0 
Reimbursements. 0 0 0 0 0 
II. By ceiling control. .._..........- 0 0 36.4 164, 200 57 267, 000 
(a) Under our ceiling con- 
ae aR 0 0 36. 4 164, 200 57 267, 000 
(6) Under other ceiling con 
0 0 0 0 


Mr. Wiaciesworts. Thank you, gentlemen. 


Turspay, Marca 23, 1954. 


Marine Corps Reserve (Grounp) 


Mr. WiceLeswortH. The committee will come to order and we 
will take up the Marine Corps Reserve construction program. We 
will insert in the record at this point, in the absence of objection, 
pages 8, 9, and 10 of the justifications which list 14 projects aggregating 
$2,420,000. 

(The justifications referred to are as follows:) 
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Marine Corps Reserve (ground), fiscal year 1955, Jan. 22, 1954 


| | Apere- | 
Project location and description Authorization status seal year! Page No. | Priority 
1955 | 
Army-Navy-Marine Corps Reserve Train- | Publie Law 783, 8ist Cong. $123,000 | MCR-1 11 
ing Center, Albany, N. Y.: Facilities for | | 
Marine Corps Reserve. | | 
Naval and Marine Corps Reserve Training do_... | 317,000, MCR-2 1 
Center, Atlanta, Ga.: Construction of a 
replacement training center, jointly with } 
Naval Reserve. 
Marine Corps Reserve Training Center, do_._. | 245,000; MCR-3 | 3 
Baltimore, Md.: Expand existing Marine | | 
Corps Reserve Training Center } 
Naval and Marine Corps Reserve Training do... 164,000 | | 
Center, Columbia, S. C.: Marine Corps 
Reserve. | } 
Naval and Marine Corps Reserve Training  — 28,000, MCR-5 12 
Center, Eugene, Oreg.: Facilities for 
Marine Corps Reserve. 


Naval and Marine Corps Reserve Training | eas.a 279,000, MCR-6 | 4 
Center, Kansas City, Mo.: Construction | | 
of a replacement training center, jointly 
with Naval Reserve. 

Army-Navy-Marine Corps Reserve Train- 
ing Center, Macon, Ga.: Facilities for 
Marine Corps Reserve. 

Army and Marine Corps Reserve Training 
Center, Pico, Calif.: Construction of a 
replacement training center, jointly with 
the Army Reserve. 

Naval and Marine Corps Reserve Training 
Center, Reading, Pa.: Facilities for 
Marine Corps Reserve. 

Naval and Marine Corps Reserve Training 
Center, Salem, Oreg.: Facilities for 
Marine Corps Reserve. 

Naval and Marine Corps Reserve Training 
Center, Springfield, Facilities for 
Marine Corps Reserve. 

Marine Corps Reserve Training Center, 
Syracuse, N. Y.: Restoration of 3 build- 
ings at Marine Corps Reserve Training 
Center. 

Naval and Marine Corps Reserve Training 
Center, Waco, Tex.: Facilities for Marine 
Corps Reserve. 

Naval and Marine Corps Reserve Training 
Center, Winston-Salem, N. C.: Facilities 
for Marine Corps Reserve. 


Total__...- .. 2,420, 000 


| 
| 
| 
| 128, 000 MCR-7 14 


do... | 410,000) MCR-8 6 


MCR-9 


| 28,000 
do... | 28,000 | MCR-10 


102,000 | MCR-12 


224, 000 


| | 

| | 

do. 163,000 8 
| 

| | 

| | 

181,000 | 


MCR-l4 | 9 


ALBANY, N. Y. 


Mr. WiacGieswortu. The first item is a request of $123,000 for 
facilities for the Marine Corps Reserve at Albany, N. Y. We have 
already considered a Naval Reserve surface item for Albany, N. Y. 
Is this a different facility? 

Admiral McManes. This is for the Marine Corps portion of that 
joint facility at Albany. It will be a joint Army, Navy, and Marine 
Corps facility and this is the Marine Corps portion. At the present 
time the Marines are in an academy which they lease at an annual 
rental of $10,000. The building is not suited to the needs of the 
Marine Corps unit, and in view of the fact we have a Navy unit there 
anyhow, it is much wiser that the Marines be in with the Navy. 

Mr. Wiaeteswortn. It is all one setup and the Naval Reserve is 
in a part of it and the Marine Corps Reserve in another part; is that 
the situation? 
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Admiral McManes. It is what we call an exclusive-use portion of 
the building, sir. 

Mr. WicG.ieswortn. Is the Army in the same setup? 

Admiral McManes. Yes, sir; the Army Reserve. 

Mr. WiGG.Leswortn. Can they all be there at the same time? 

Admiral McManes. Yes, sir. The Army is the host here. They 
are the ones actually doing the basic construction, that is, procuring 
the land and doing the construction, and the Navy and Marine Corps 
build their own exclusive-use portions of the buildings. 

Mr. WiaGLeswortnu. There is a cost breakdown of this item on 
page MCR-1-6. 

ATLANTA, GA. 


The second project requests $317,000 for the construction of a re- 
placement training center, jointly with the Naval Reserve, at 
Atlanta, Ga. 

Admiral McManes. That is one that we mentioned yesterday as 
being a new one. 

Mr. WiacGieswortu. We considered $592,000 under the Naval 
Reserve surface program and this adds on another $317,000 for the 
Marine Corp at the same location; is that right? 

Admiral McManes. Yes, sir. 

Mr. WiaeG.eswortn. There is a cost breakdown of this item on 
page MCR-2-6. Apparently this request contemplates a rifle range 
and range storage, 1,695 square feet at $16 per square foot; and the 
construction of exclusive Marine Corps Reserve space, 12,475 square 
feet at $16 per square foot. What is that construction? 

General McQueen. That is for the inspector-instructor office space, 
unit office and administrative space, storage and armory space, 
technical library and locker space. 

Mr. Wiae.teswortu. How many stories high is this building? 

General McQueen. Two stories. 

Mr. Wiee.teswortrn. Comprising roughly how many offices? 

Captain SHananan. We will have 9 offices, 5 of which will be for 
the inspector-instructor and 4 will be for unit offices which are for the 
Reserves themselves; the commanding officer, executive officer, train- 
ing officer, first sergeant, and so forth. 

Mr. WiaGieswortn. Is that a typical setup for this program? 

Captain SHANAHAN. Yes, sir. There are two units in this training 
center, a truck company and an automotive field maintenance com- 
pany. 

BALTIMORE, MD. 


Mr. WiaG_eswortn. $245,000 is requested for expanding the exist- 
ing Marine Corps Reserve training center at Baltimore. 

General McQueen. Mr. Chairman, that is an addition to the 
existing Marine Corps Reserve Training Center housing the First 
Engineer Battalion and an Engineer Field Maintenance Company. 
It is an addition of 14,000 square feet. 

Mr. WicGieswortux. How much space do you have there now? 

Captain SHANAHAN. Presently we have 21,000 square feet. 

Mr. WicGteswortu. You propose to add to that 14,000 square 
feet? 

Captain SHANAHAN. Yes, sir. 
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Mr. WiccLeswortn. That is speaking of construction in square 
footage? 

Captain SHANAHAN. Yes, sir. 

Mr. WiacLeswortu. Why do you need this extra space if you have 
21,000 square feet now? 

Captain SHananan. In this training center there is a battalion plus 
an engineer field maintenance company and a Women’s Marine 
platoon. The additional construction is due to the fact this is an 
exclusive training center. We must construct our own drill hall and 
classroom areas. 

Mr. Wiaa.tesworts. You do not have a drill hall and classroom 
now? 

Captain SHANAHAN. We do have some classrooms but they are not 
adequate. 

Mr. WiaeLeswortH. What is going into this 14,000 additional 
square feet? 

Captain SHananan. A drill hall, rifle range, range storage, class- 
rooms, toilet facilities, unit storage, class 2 storage, locker rooms, 
inspector-instructor offices, garage space, vehicle maintenance shop. 

Mr. WiaeieswortsH. You have no drill hall at the moment? 

Captain SHANAHAN. No, sir. 

Mr. WiaeLteswortH. What do you do, drill outdoors? 

Captain SHANAHAN. Yes, sir. 

Mr. WieGitesworts. How big is this drill hall going to be? 

Captain SHananan. Approximately 5,000 square feet. 

Mr. Wiaeieswortn. About one-third of the addition that you 
contemplate. 

Captain SHANAHAN. The rifle range 

Mr. Wigeieswortu. Is that included in the 14,000 square feet? 

Captain SHANAHAN. Yes, sir. 

Mr. Wiee.eswortu. I thought this was all construction. It in- 
cludes the rifle range and what else? 

Captain SHANAHAN. Rifle range, 1,500 square feet; classrooms, 800 
square feet; storage space, approximately 1,000 square feet; locker 
rooms, approximately 500 square feet; office space, approximately 
2,000 square feet; garage space, approximately 1,900 square feet; and 
vehicle maintenance shop, approximately 300 square feet, plus halls, 
walls, and other lost space. 


COLUMBIA, 8. C. 


Mr. WiceieswortH. The next project is at Columbia, S. C., 
$164,000. What is that for? 

General McQueen. That is another addition to an existing Naval 
Reserve Training Center for a special Infantry Company of the 
Marine Corps Reserve. 

Mr. WiaceLeswortH. You have nothing there now? 

General McQueen. We have a company activated there, sir, the 
89th Special Infantry Company. . 

Mr. Wice.esworts. Apparently, from the breakdown on page 
MCR-—AH4, this item includes site improvements, roads, walks, and 
utilities; a garage; equipment and also, 1,695 square feet for a rifle 
range and 7,185 square feet for construction. What is this con- 
struction? 
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Captain SHANAHAN. Seven thousand one hundred and eighty-five 
square feet is for the construction of exclusive space. 

Mr. WiaGLeswortH. What does that mean? 

Captain SHANAHAN. This includes storage, technical library, locker 
rooms, inspector-instructor offices, unit offices, pharmacist room, and 
garage and vehicle maintenance shop. 

Mr. WicGLeswortH. What do they have there now in terms of 
construction? 

Captain SHANAHAN. The Marine Corps unit is there on a temporary 
basis until we can construct our own exclusive space. At that time 
the Naval Reserve will again take the space which they diverted to us. 

Mr. Wiae.ieswortn. Is the Naval Reserve using that space at this 
time? 

Captain SHANAHAN. The Naval Reserve does not utilize this space 
at the present time but as their unit grows in strength it will be neces- 
sary that they use it on a full-time basis. 


EUGENE, OREG. 


Mr. WiGcGLeswortu. There is a small item of $28,000 for facilities 
for the Marine Corps Reserve at Eugene, Oreg. 


KANSAS CITY, MO. 


And an item of $279,000 for construction of a replacement training 
center, jointly with the Naval Reserve, at Kansas City, Mo. 

Admiral McManes. That one we discussed yesterday, Mr. 
Chairman. 

Mr. WiaeLeswortnH. There is $727,000 under the Naval Reserve 
program, and this brings it up over $1 million. There is a cost 
breakdown on page MCR-6-6. 

What portion of the Marine program do these 14 projects represent? 


TRAINING CENTERS 


General McQueen. Mr. Chairman, 4 are for additions to training 
centers; 5 are new training centers, 3 jointly with the Navy, 1 jointly 
with the Army, and 1 jointly with the Army and Navy; 3 are gun- 
sheds; 1 is an addition to the existing training center at Baltimore; 
and 1 is a restoration and alteration project. 

Mr. WiacGLeswortH. How many training centers does the Marine 
Corps have at this time? 

General McQueen. We have 39 projects. 

Mr. WieGciteswortH. How many training centers do you have in 
being? 

General McQuereEn. 225, sir. 

Mr. WiaGLeswortu. 225 training centers in this country? 

General McQueen. 225 training centers, yes, sir; and 3 more 
are planned by end fiscal year 1954. to be in interim-type space. 

r. WigGLeswortH. And you propose to add how many more? 

Captain SHANAHAN. The training centers in this program are either 
replacement training centers or additions and will not increase the 
number of training centers, over those planned by end fiscal year 1954. 
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Mr. Wieciesworts. But you are in effect activating new training 
centers, are you not, as far as the Marines are concerned because you 
are putting in Marine facilities in some of these joint setups? 

Captain SHANAHAN. Yes, sir, but they are included in the-figure of 
225. 

General McQueen. Many of them are joint, sir; some are leased. 

Mr. WiaG_esworrn. Is it your position that you are not adding 
to the number of training centers by the request now before the 
committee? 

Captain SHANAHAN. No, sir, we are not, 

Mr. Wiaeiesworrn. Although you are opening new exclusive-use 
facilities at joint centers in how many instances? 

Captain SHANNAHAN. We have 3 additions to Naval Reserve 
training centers; 1 addition to an Army-Navy training center; we 
have 5 entirely new training centers; however, these will be replace- 
ment training centers. 

Mr. WiaGLeswortnH. Suppose this request is approved in full, will 
that complete vour overall program or where will it leave vou? 

General McQueen. That will complete 56.1 percent of the long- 
range program, sir. 

Mr. WiccLesworrn. Is that for the long-range program in terms 
of training centers? 

Captain SHANAHAN. No, sir. It is in terms of projects. However, 
the 56.1 percentage figure is in terms of dollars. 

Mr. WiceLeswortrn. What does this long-range program contem- 
plate in terms of training centers? 

Captain SHananan. We propose to activate new units on an interim 
basis at some training centers. Therefore, we will have to construct 
our exclusive space in the future. It also takes into consideration 
training centers we are now leasing at high rentals which will be 
cheaper to replace in our program. It also includes training centers 
to which additions will have to be mace in the future due to the 
additional strength of the units. 

Mr. WieGLesworra. What does it contemplate overall in terms of 
number of training centers? 

Captain SHananan. We will have a total of 234. 

Mr. WiaGiesworrn. So that on the assumption that this request 
is approved in full, you would still have 9 additional training centers 
to construct or activate, and in terms of dollars, which includes all 
the items vou have been speaking about, you still have 43.9 percent 
to expend? 

Captain SHANAHAN. Yes, sir; we will have 43.9 percent of the dollar 
program still to accomplish. However, 3 units will be activated in 
interim facilities before end fiscal vear 1954, so that the total new 
facilities required after end fiscal year 1954 will be 6. The 43.9 per- 
ceat of the overall program includes the planned 6 additional facilities 
plus exclusive space additions, alterations, and restorations at existing 
training centers. 

Mr. Wiaa.teswortn. What is the estimated number overall that 
will be in these training centers in fiscal 1955? I mean the trainees. 

Colonel Lone. At end fiscal year 1955 our ground officer and en- 
listed strength will be 35,315. 

Mr. WiacLesworrn. Can you give me comparable figures for end 
1954 and end 1953? 
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Colonel Lone. At end fiscal year 1954, ground officers and en- 
listed strength, 25,015; at end fiscal year 1953, ground officers and 
enlisted strength, 14,898. 

Mr. WigGieswortH. How many months out of the year will 
these training centers be in operation? Twelve months? 

General McQueen. Yes; continuously. 

Mr. WiaGieswortn. As a matter of policy, why is it desirable 
to have so many training centers for the number of officers and men 
specified? 

General McQueen. | believe, Mr. Chairman, that is based upon 
the population density throughout the country. In areas like New 
England and the Great Lakes area you will find more training centers 
because the population is there. We try to spread them out, how- 
ever, throughout the country because we want all those available 
for training to get their proper training. 

Mr. WieGiesworrn. It is a policy, 1 take it, of comparatively 
small centers at a large number of places to fit into the residential 
requirements of the personnel? 

General McQueen. We make a very thorough survey of a locality 
before going into it, and try to have the center so that it is not too far 
for young men to get to drill and to get home, back and forth. In the 
case of joint centers, that is coordinated with the Navy, if we are 
in with them, or with the Army if we are in with them, and after that is 
thoroughly surveyed the money is requested to build or to lease. | 
might add we have 152 centers that are joint. 

Mr. WieGieswortn. One hundred and fifty-two of these 225? 

General McQueen. That is right; yes, sir. 


MACON, GA. 


Mr. WicG_eswortn. There is a request for $128,000 for facilities 
at Macon, Ga. There is a breakdown of cost on page MCR-7-6. 

General McQueen. That is an addition to the Naval Reserve 
Training Center which, in itself, is adjacent to an Army Reserve 
Training Center, and it is space that we need for a special infantry 
company. 

Mr. Wiaeeieswortn. It has not been there before? 

General McQueen. No, sir, the unit has not been activated yet. 

Mr. WiaGieswortH. When will it be activated? 

General McQuern. We hope before the end of June, prior to the 
Ist of Julv. The Army is the host service at this center. 


PICO, CALIF 


Mr. Wieeitesworru. Four hundred and ten thousand dollars is 
requested for the construction of a replacement training center, jointly 
with the Army Reserve, at Pico, Calif. 

General McQueen. Yes, sir. That is an entirely new training 
center, Army and Marine Corps, and the Marine Corps is the host 
service. 

Mr. WiaeLeswortu. Why do we need this new setup? 

General McQuren. We are now occupying a leased facility and 
that expires on July 31, 1954, and a new lease has to be negotiated 
which grants the Government the right to renew the lease annually 
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to July 1958. As the present Marine Corps Reserve Training Center 
does not provide sufficient space for the battery to accomplish its 
training mission, and expansion of the facility is not feasible, it is pro- 
posed that a replacement training center be provided by construction 
of a joint Army and Marine Corps Reserve Training Center. 

Mr. Wiaciesworta. This photograph you have handed me is the 
present center? 

General McQueen. Yes, sir. In that connection, Mr. Chairman, 
no service has any facility that is available where there could be joint 
occupancy. 

Mr. WiaeteswortH. There is a cost breakdown of this item at 
page MCR-8-5 of the justifications. How large a unit will be accom- 
modated here? 

Captain SHANAHAN. An automatic weapon battery is planned here 
with a maximum strength of 8 officers and 185 enlisted men. 

Mr. Suepparp. Off the record. 

(Discussion off the record.) 


READING, PA. 


Mr. Wiae.LeswortH. Twenty-eight thousand dollars is requested 
for facilities at Reading, Pa. 
General McQuren. Mr. Chairman, that is for a rhuch-needed 
nshed. There are three we are asking for. It is because the present 
acilities at Reading, Pa.; Eugene and Salem, Oreg., lack gunsheds. 
I have seen two of those centers and they have no space inside the 
training centers for inside drills. They can get only one gun in firing 
a in inclement weather in the armory, but it is normally 
oused outside with great deterioration to the weapon. Furthermore, 
it would give them year around training. 


SPRINGFIELD, ILL. 


‘ "Ep $163,000 is requested for facilities at Spring- 
eld, Ill. 

General McQueen. That, sir, is an addition to the existing Naval 
Reserve Training Center to be used for a special infantry company. 
We are now in the Naval Reserve Training Center on an interim 
basis until space is constructed for us. 

Mr. WiaeieswortH. Does page MCR-11-5 indicate this is to be 
used jointly by the National band, Air National Guard, Air Force, 
and Organized Reserve Corps? 

General McQuren. No, sir. There is no indication of that. We 
understand it is going to be joint with the Navy. The National 
— and Air National Guard are utilizing their facilities 7 days a 
week. 

Mr. Wiaeiesworru. There is a cost breakdown on page MCR-11- 
6 of the justifications. 

SYRACUSE, N. Y. 


One hundred and two thousand dollars is requested for the restora- 
tion of 3 buildings at the Marine Corps Reserve training center at 
Syracuse, N. Y. What are those buildings? 

General McQueen. That is a former Air Force base. What build- 
ings we are occupying right now are exclusive Marine Corps space. 
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The money asked for is for the restoration and alteration of several 
of the buildings to take care of the tank battalion. 

Mr. WiaccLeswortH. What are the three buildings? 

Captain SHANAHAN. The three buildings will be for classroom 
space, shower and locker space, and storage space. 

Mr. WiaeieswortH. What shape are they in now, and why do 
they need this restoration? 

Captain SHANAHAN. They were built during World War II, sir, 
and they have deteriorated badly. They are frame buildings, some 
of them sided with tar paper. They have had no care whatsoever, 
and there has been a lot of damage done due to vandalism, and they 
are in a bad state of repair. However, we figure it would be much 
cheaper to restore these building than to attempt to construct new 
buildings. 

WACO, TEX. 


. Mr. WieeLesworrtH. $224,000 is requested for facilities at Waco, 
ex. 

General McQueen. That is for a new joint Navy-Marine Corps 
training center, sir. On the Marine Corps side it is to house and 
train a 90-millimeter gun battery, 7 officers and about 125 men. 

Mr. WiaGieswortu. There is no other Government-owned or 
Government-controlled space available in the Waco area, apparently? 

General McQueen. There are other facilities there, Mr. Chairman, 
but not available. There is the Army Reserve at Baylor University, 
the National Guard at the municipal airport, and the Air Force Re- 
serve in the Hill Building, Waco. There was a survey which revealed 
that the first three facilities are not feasible for joint use, are leased 
facilities, and cannot be expanded, and the Air Force facility is inade- 
quate for using units. 

Mr. WiaGcLeswortu. The cost breakdown is shown on MCR-13-6. 


WINSTON-SALEM, N. C, 


$181,000 is requested for facilities for the Marine Corps Reserve 
training center at Winston-Salem, N. C. 

General McQueen. That, sir, is also an addition to an existing 
Naval Reserve training center for a Marine Corps Reserve rifle com- 
pany. 

I might add that there are no other Government-owned or Govern- 
ment-controlled spaces available in the Winston-Salem area nor is 
there a building available for lease at a reasonable cost. 

Mr. WieGieswortu. The cost breakdown is on page MCR-14-6 
of the justification. 

Are there any questions on the Marine Corps Reserve program, 
Mr. Ostertag? 


JOINT FACILITY TRAINING CENTERS 


Mr. OstertaG. General, as I understand it, and please correct me 
if 1 am wrong, there are 152 training centers that are joint facilities? 

General McQueen. There is a little discrepancy in that figure. 
On the Marine Corps record we have here, taken from this report, 
and I would like to check on that, 156 is the figure we have. 
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Mr. OsrervaG. In other words, you have 156 training ceaters which 
are operated jointly with one or more of the other services? 

General McQurgn. That is correct, sir. 

Mr. OstrervaG. Which leaves, out of your total of 225 training 
centers, 69 exclusively Marine Corps? Am I correct in that? 

General Yes, sir. 

Mr. Osrertrac. Then, in your overall program you will have, 
when it is finally resolved, 234 training centers, 9 more than you are 
operating today? Is that the general picture of your estimates of the 
program generally? 

General McQuren. That is correct, sir. 


JOINT CONSTRUCTION 


Mr. Osrerrac. When you request funds for the construction and 
improvement of these facilities where they are jointly operated, do 
you request funds for the specific part of such project to be under the 
jurisdiction of the Marine Corps, or is it just your contribution to 
the overall facility? What is the relationship involved in the develop- 
ment of these facilities? 

Captain SHaNanAN. The policy we have been following is that on 
joint construction there is a coed service and a tenant service. 

The host service will construct what we call the joint space, that is, 
the space which is used by both services. 

In addition to that, the host service will construct its exlusive space, 
which it alone uses. 

The tenant service then constructs only its exclusive space. 


MAINTENANCE AND OPERATION OF, JOINT CENTERS 


However, in the maintenance and operation of the joint training 
center the tenant service pays it pro rata share of the total mainte- 
nance and operating cost. 

For larger repairs and maintenance projects on the exclusive tenant 
space the tenant service funds for those projects entirely. The 
maintenance projects for joint space are funded by the host service 
and then reimbursed on a pro rata basis by the tenant service. 


STATUS OF PROGRAM 


Mr. OstertaG. As I understand it, with these funds your program 
will be 56 percent complete, is that correct? 

General McQueen. Yes, sir. 

Mr. OstrertaGc. Admiral, would you say that the same percentage 
would be applicable to the other services? 

Admiral McManes. I cannot answer that directly, but I will look 
up the answer and insert it in the record if you wish. 

Mr. Osrerraa. The program this vear for Naval Reserve Aviation, 
Naval Reserve Service and Marine Reserve, Ground, totals $15 mil- 
lion. That, of course, is just for 1 year of the program. 

Admiral McManess. Yes, sir. 

Mr. Osrerrac. How much time will it take, on the basis of the 
program as it is now projected, before the completion of these facilities? 
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Admiral McManes. Yesterday, Mr. Ostertag, when that question 
was asked we again said we were going to insert that in the record. 

Mr. Ostertaa. You plan to include this information for the record? 

Admiral McManes. We are going to put that in the record; yes, 
sir. 

(The matter referred to appears on p. 1026.) 


RENTAL OF FACILITIES 


Mr. Osrerrac. Would the program itself call for construction at 
all 234 training centers ultimately, or would a certain percentage of 
them be operated on a rental basis, or other arrangements whereby 
no construction would be necessary? 

Captain SHANAHAN. Yes, sir. When we can rent buildings at a 
nominal rental which are large enough and are so constructed as to 
meet our needs, and have rooms that are not too small, and so forth, 
we intend to stay in those buildings, and we have long-term leases 
on those buildings. 


UTILIZATION OF EXISTING FACILITIES 


Mr. Osrertac. One more question, and this is more or less a general 
question in order that I may have a clear picture of the overall program. 

Am I correct in assuming that this program under Public Law 783 
of the 81st Congress, provides for national-defense facilities and that 
the basic intent is to provide funds for the development of facilities 
to supplement existing facilities operated by States, such as armories? 
Would you say it is a supplemental program to the existing facilities? 

Admiral McManes. Yes, sir, Mr. Ostertag, except that there are 
not very many presently existing other facilities, that is, State facili- 
ties, that are available to us for use. 

Mr. Ostertaa. How about all of the armories? 

Admiral McManes. Those are generally filled up, sir; with the 
National Guards of the particular States, and there is no space avail- 
able for us in them. 

Mr. OsrrertaG. Well, you recall, Admiral, that funds were made 
available to the State of New York to compensate them for the use 
of these facilities. 

Admiral McManes. That is correct, sir. 

Mr. OstrertaGc. Then, you do use these facilities where there is 
space available? 

Admiral McManes. Where there is space available, that is correct, 
sir. 

Mr. OstertaG. Your point is, however, that these facilities are 
utilized to the maximum by the National Guards of the various States, 
and, therefore, you are required to look elsewhere for training facilities? 


NEW YORK STATE MILITIA ARMORIES 


Admiral McManes. That is correct, sir. 

I should like to add that in New York, as you will recall, there are 
Naval Militia there, and it is the Naval Militia armories that we 
utilize. The members of the Naval Militia are also naval reservists. 

Mr. Ostertac. That is right. 
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General McQuren. We do that extensively in New York. New 
Rochelle has a beautiful Naval Militia armory there which we use. 

Mr. OsrertaG. The point remains that where such facilities are 
available you utilize them whenever possible? 

General McQuerrn. Always; yes, sir. 


ULTIMATE GOAL 


Mr. OsrertaG. And this supplements the development of facilities 
necessary to complete the nationwide training program? 

General McQueen. Yes, sir. 

Admiral McMangs. Yes, sir. 

Mr. OsrertaG. And with the 234, so far as the Marine Corps is 
concerned as to number of training centers, that is your goal? 

General McQuren. That is correct, yes, sir. We have a goal in 
1958 to go up to a strength of 55,308 (ground), drill pay personnel. 
This number of training centers, we feel, will take care of that number. 
The units are now growing. Many of the Reserve units are quite 
low in strength yet, but they are growing, and they will continue to 

row. 

. Mr. Osrertac. Your goal is 55,308 men, and you feel that 234 
facilities, in addition to those already available, will complete the job? 

General McQueen. Yes, sir. There may be slight alterations, or 
if they change the type of unit, or something that might alter it, but 
as far as the Marine Corps is concerned, that number would take care 
of that ultimate goal. 

Mr. Osrerrac. Off the record. 

(Discussion off the record.) 

Mr. Mr. Sheppard? 


JOINT FACILITIES 


Mr. Suepparp, Your plan of procedure here is particularly appli- 
cable in the joint occupancy field, and the services that are going to 
participate in this on a joint basis are included in those proposals 
which are reflected in this year’s budget, I assume. One branch of 
the service is going to do a certain amount of construction. in one 
given area, and another in another area. Is that correct? 

Admiral McManes. That is correct, sir. 

Mr. Suepparp. The testimony is indicative of the fact that you 
are going to participate jointly with the Army, the Marine Corps, 
and the Air Force as well. 

Admiral McMangs. Yes, sir. 

Mr. SuepparpD. So that the entire program has been integrated from 
a service concept? 

Admiral McMangs. Yes, sir, there is a Joint Facilities Board that 
meets in the Pentagon on that. 

Mr. Suepparp. And you are really presenting an integrated pro- 

am to accommodate the reserves as that program has been proposed 

y the policy echelon of the military? ; 

General McQueen. Yes, sir. 

Admiral McManes. Yes, sir. 

Mr. Suepparp. And in making these selections is it also reasonable 
to assume that these geographical locations at which you contemplate 
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this construction have been analyzed upon the basis of the potential 
population which would inherently be within the category of Reserve 
potentials? 

Admiral McManss. That is correct, sir. 

Mr. SHepparp. In other words, you have been very careful not 
to set these construction programs up in geographical areas where 
we do not have available the requisite potential number of persons 
to participate in the Reserve program? 

Admiral McManss. Yes, sir. 

Mr. Suepparp. And I assume that this proposal, like the others 
that you have presented to us, has been very carefully screened and 
has gone through the process that the rest of the budget has gone 
through; is that right? 

Admiral McManes. It has been very carefully screened, yes, sir. 

Mr. SHepparp. I have no further questions, Mr. Chairman. 


PERCENTAGE EXPENDITURE OF OVERALL PROGRAM 


Mr. Wicateswortu. I understand that if this request is pro- 
vided in full that, dollarwise, it will provide for expenditure to the 
extent of 56.1 percent of the overall Marine Corps program? 

General McQueen. Yes, sir. 

Mr. WiacLeswortH. What is the total cost in dollars of the Marine 
Corps Reserve program as a whole? 

General McQunen. Mr. Chairman, the overall program, in terms 
of dollars, is $13,017,000. 


NAVAL RESERVE FORCES LONG RANGE CONSTRUCTION PROGRAM 


Mr. Wiee_eswortn. Now, Admiral, in revising your remarks on 
the other two programs for the Navy, will you please give us figures for 
the number of facilities which will be in being on the same assumption 
that the funds requested at this time are approved? Also what 
percentage of the total facilities contemplated, and of the dollars con- 
templated these represent and what the overall number and cost for 
each of the other two programs is. Please also include the number 
of persons in training to be covered by each program at both stages 
specified. 

Admiral McManzs. I will, sir. 

Mr. WicGLeswortu. | think it might be a good thing to put this 
information in respect to all three programs in one table. 

Admiral McMangs. Yes, sir. 

(The matter referred to is as follows:) 


| 
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Naval Reserve forces long-range construction program, 1952-65 


Programed through 1955 


39 enlisted 


| 
Per- | | 
| | cent of | 
acil- Tes Facil- ulti- | |End 1955 training 
ities | Funds | Trainees [ities | | mate | Ulti- strength 
| | | facil- | mate 
} } | ities | funds | 
15,734 officers « | {12,222 officers 
Air.........| 32 |$148, 967, 000 enlisted 28 ($30,197,720 | 87.5 | 20.3 
| £27,191 officers... | a {14,670 officers. 
Surface.....| 1350 | 33,843, 500 205,015 enlisted | 319 | 8,005,240 | | ™ {100,130 enlisted. 
officers | 208 | officers. 
} 208 | 7,201,040 | 996.15 | 56.01 


MarCorps..| #234 13,017,000 
| 52, 
| 


| Ineludes training centers and electronics facilities. 

2 Includes 3 new electronics facilities. 

* Although the Marine Corps Reserve (ground) has at present 225 of the 254 facilities required in its 
ultimate plan, extensive additional construction will be requi.ed which will not increase the total number 
of Marine Corps Reserve facilities. Construction projects will include the replacement of high rental 
facilities and unsatisfactory temporary facilities, the extension of and addition to present facilities to pro- 
vide adequate exclusive Marine Corps Reserve space, and the addition of small buildings such as garages, 
gun sheds, and rifle ranges at existing facilities. 

The number of years to accomplish the above program cannot be determined at this time, as construc- 
tion depends upon plans of other military services for joint replacement facilities, the strength growth of 
Marine Corps Reserve units, and the length of time temporary facilities will remain adequate without 


excessive maintenance. 


Mr. Osrertrac. Off the record, 

(Discussion off the record.) 

Mr. WiaGieswortH. Thank you, Admiral. 

Admiral McManes. Thank you very much, Mr. Chairman, and 
gentlemen of the committee. 


Tvesray, Marcu 23, 1954. 


CONCLUDING BUDGET SUMMARIES AND STATEMENTS 


WITNESS 


REAR ADM, EDWARD W. CLEXTON, USN, ASSISTANT COMPTROLLER, 
DIRECTOR OF BUDGET AND REPORTS 


Mr. Wiacteswortn. Now, Admiral Clexton has a concluding 
statement for the committee. 

Admiral Curxtron. Mr. Chairman and members of the committee, 
you have made a careful and thorough review of the Navy and Marine 
Corps budget request for fiscal year 1955. We welcome such a re- 
view. You have heard statements from the Secretary of the Navy, 
the Chief of Naval Operations, the Commandant of the Marine Corps, 
and the other officers who will be allocated the funds granted by the 
Congress when they are apportioned. These same witnesses who have 
explained their proposed plans for fiscal year 1955 and the progress 
made with the programs for fiscal years 1953 and 1954, have the 
responsibility for carrying out the programs outlined before you. 
They will be carried out in substantially the same manner in which 
they have been presented and the responsibility of these witnesses to 
the Secretary of the Navy and the Congress is clear and direct. 
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THE NAVY BUDGET STRUCTURE 


The budget structure of the Navy follows the exact pattern of the 
organization of the Navy into its command and management func- 
tions. In the formulation of the budget, the requirements of the Navy 
and Marine Corps are determined by the Secretary of the Navy, 
the Chief of Naval Operations, and the Commandant of the Marine 
Corps, based on the plans of the Joint Chiefs of Staff and the National 
Security Council. The programs are set forth in minute detail and 
are priced by the technical authorities based on prior year experience 
and expenditure accounts. After intensive review within the Navy 
to imsure a balanced program, the Secretary of the Navy forwards 
the Navy and Marine Corps budget request to higher authority 
where the estimates can be brought into consonance with the Secretary 
of Defense and Presidential policies. 

The President submits the budget to the Congress and we send 
our officials who have the responsibility for carrying out the programs 
to testify before vour committee in support of the Presidential budget 
which you review. When the funds are appropriated, they are 
apportioned to the same officials who under the authority of the 
Secretary have the responsibility for carrying out the authorized 
programs. Our accounting system records the results of our actions 
in executing these programs in both obligations and expenditures for 
every budget activity, subactivity, and program. Through our 
budget structure we have given our management organization the 
responsibility and the funds to carry out the programs. We have a 
single uniform accounting system to record the result. 

During the budget execution step, many management reports are 
received from the field establishments which, coupled with the finan- 
cial reports, insure timely, accurate information on which to base 
good management decisions. Our budget structure, with only minor 
changes, has stood the test of the Korean war, a rapid buildup, a 
broadening of the production base, a stretchout with attendant re- 
programing and a gradual decline in manpower and procurement 
requirements. All these basic changes in plan have taken place with 
a minimum of dislocation because of the clear line of authority and 
responsibility resulting from our budget structure. 

I have discussed the Navy budget structure at length becaue of 
its importance in giving us increased efficiency and economy by com- 
plete control of funds and by clear lines of responsibility and authority 
from the Secretary of the Navy on down to all responsible officials 


ADDITIONAL SUPPORTING INFORMATION 


There have been several requests during these hearings for a group- 
ing of pertinent data in one place. Many tables have been placed in 
the record where the greatest clarity would result. I have several 
tables, however, which I would like to place in the record at this point. 

Mr. WiaGcieswortn. Without objection they will be included in 
the record at this point. 

(The matter referred to is as follows: ) 
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Tas.E 1.—Civilian employment, management basis, fiscal years 1953, 1954, and 1955 


June 30, 1953, actual | June 30, 1954, estimated | June 30, 1955, estimated 
Bureau or office 
Un- Un- Un- 
Total |Graded graded Total |Graded graded Total |Graded graded 
Grand total_.........- 448, 808 |149, 730 |299, 078 [428,977 |149, 118 |279, 859 (419, 105 |145, 873 | 273, 232 
Executive Office of the 
Secretary 2 RIS SHE 3,139 | 2,228 911 3,995 | 3,052 943 4,032 | 3,104 928, 
Office of Naval Research __ 4,592 | 3,346) 1,246] 4,565 | 3,336] 1,220) 4,565) 3,336 1, 229 
Office of Judge Advocate 
Office of Naval Material 
(Field Service).| 6,246] 6,214 32 | 6,200 | 6,166 34 | 646,000) 5,966 
Office of Chief of Naval 
7, 783 6, 770 1, 013 7,932 86) 1, 065 6, 873 1, 056 
Bureau of Aeronautics... __. 78, 626 | 21,036 | 57,590 | 77,021 | 21,631 | 55,390 | 75,702 | 21,499 | 54,203 
Bureau of Medicine and 
Surgery 9, 784 3, 560 6, 224 9,735 | 3,508 6,137 | 9,155 | 3,415 5, 740 
Bureau of Naval Personnel. 10,477 5, 891 4, 586 885 | 5,730 4,155 | 9,822] 5,439 4, 183 
Bureau of Ordnance........| 64,155 | 16,761 | 47,304 , 758 | 17,662 | 45,096 | 62,563 | 17, 558 45, 005 
Bureau of Ships 152) 127 : 118, 325 140, 915 | 33,994 [106,921 |136, 259 | 32,592 | 103, 667 
Bureau Supplies and 
era 57, 361 | 35,193 | 22,168 | 52,906 | 32,342 6 49,772 | 30,480 19, 292 
Bureau of Yards and Docks. 20, 605 7, 538 | 13,067 | 20, 360 7,444 | 12,916 | 21,920 8,118 13, 802 
Marine Corps. ciated 16 767 5,119 | 11,648 | 16,655 | 5,001 | 11, 16,599 | 4,998 11, 601 
— Sea Transporta- 
tion WO cb bbanbiidvad 17, 011 2,137 | 14,874 | 15,918 2,163 | 13,755 | 14,655 | 2,163 12, 492 


1 Includes naval petroleum reserves and departmental staff of the Office of Naval Material. 


TasBie 2.—Average civilian employment appropriation basis, Navy and Marine 
Corps 
Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 
Appropriation 
NMoan- an- Man- 
years Dollars years Dollars years Dollars 
457, 904 |1, 860, 127, 262 |424, 692 |1, 771, 356, 521 |410, 401 | 1, 713,315, 781 
Current year funds_...........- 314, 403 |1, 241, 658,848 |281, 193 |1, 144, 908, 331 |280, 489 | 1, 144, 100, 721 
or year funds. .............. 402 | 365,060,763 | 64, 991 281,451, 551 | 55,068 238, 507, 603 
...... 57,099 | 253,407,651 | 78,508 | 344, 996,639 | 74,844 330, 707, 457 
Navy personnel, general expenses...| 10, 266 39, 202, 264 | 9, 647 37, 806,893 | 9, 602 37, 664, 129 
Ourrent year funds... __..._.-- 10, 122 38, 597,175 9, 505 37, 208, 193 9, 480 37, 143, 029 
Prior year 17 65, 759 20 
Reimbursements... ........--.- 127 539, 330 122 521, 100 122 521, 100 
Marine Corps troops and facilities. _| 17, 589 60, 733,008 | 16,179 60, 602, 768 | 15,227 55, 646, 284 
Current year funds..-._......--- 16, 573 57, 866, 781 | 14, 261 52, 804, 768 | 14,619 53, 957, 4 
1, 332 6, 255, 000 64 300, 500 
imbursements- _-_-.......-.- 1,016 2, 866, 227 586 1, 543, 000 544 1, 388, 000 
Aircraft and facilities. ............- 80,393 | 317,170,754 | 75,995 | 314, 521, 230 | 74, 585 308, 473, 100 
Current year funds... -......-.-- 78,672 | 310,214,448 | 74, 228 307,014, 230 | 73,774 305, 035, 100 
Pract your , 266, 305 618 2, 592, 000 511 2, 153, 000 
Reimbursements - - -...........- 887 3, 690, 001 1,149 4, 915, 000 300 1, 285, 000 
1 Includes: 
Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 
Appropriation 
Man- Man- Man- 
years Dollars years Dollars years Dollars 
Allocations to other agencies 
Tr 1, 023 5, 041, 345 557 2, 790, 676 125 586, 184 
Personnel paid from nonap- 
propriated funds as follows. 163 585, 917 199 731, 325 207 760, 555 
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TaBLe,2.—Average civilian employment, appropriation basis, Navy and Marine 


Corps—Continued 
Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 
Appropriation 
Man- Man- Man- 
years Dollars years Dollars years Dollars 
Aircraft and related procurement...| 2,573 12, 047, 296 | 2,390 11, 630, 000 2, 369 11, 537, 000 
Current year funds. -_......_-_- 613 3, 633, 556 605 3, 639, COCO 605 3, 639, 000 
Prior year funds__--__-_- -| 1,960 8, 413,740 | 1,785 7,991,000 | 1, 764 7, 898, 000 
Ships and facilities.................- 83, 293 | 356, 434, 548 | 57,899 | 253,149,700 | 55,049 | 240, 742, 700 
Current year funds_........_-.- 65, 477 280, 181, 763 | 43, 909 191, 659, 6C0 | 45, 966 201, 344, 700 
Prior year funds 2 17, 116 73, 252, 785 | 13, 296 58, 490, 100 
imbursements- 7 3, 000, 000 694 3, 000, 000 
Construction of 11,508 | 49,838,376 | 2,259 | 10,386, 900 
Prior year funds 11, 508 49, 838, 376 207 951, 800 
Shipbuilding and conversion, Navy-| 34,110 | 150, 587,680 | 35,916 | 161,391, 800 
Current year funds__..-_..-.._- 1, 736 8, 074, 445 8, 365 37, 588, 150 | 10,792 48, 626, 261 
Prior year funds--.-..-- -|§32, 374 142, 513, 235 | 27, 551 123, 803, 650 , 498 119, 398, 139 
Increase and replacement of naval 
vessels, construction and ma- 


Current year 
Prior year funds 
imbursements 


Ordnance and 


Current year 
Prior year 
Reimbursements 


Current year 
Prior year funds. 
Reimbursements 


Increase and replacement of naval 
vessels, armor, armament, and 


Current year funds 
Prior year 
Reimbursements. 


Current year 
Prior year 
Reimbursements 

Civil engineering... ................ 


Current year funds- 
Prior year funds. 


Current year funds. 
Prior year funds. 
Reimbursements 


Servicewide supply and finance____. 
Current year funds. 


Prior year funds. 
Reimbursements 


52,336 | 208,730,599 | 46,580 | 192, 405,000 | 46,028 | 189, 223, 000 
31,330 | 126, 446, 599 | 27,206 | 114, 553,400 | 28,566 | 118, 757,000 
0 78, 466, 500 | 18,398 | 74, 403,600 | 16,601 | 67,366,000 

3, 817, 500 3,448,000 | "861 3, 100, 000 

4,412,000 | 1,213 | 4,926,000 | 1,196 | 4, 845,000 
4,130} 4,412,000 | 1,213 | 4,926,000 | 1,196 | 4, 845, 000 
0 0 0 0 

10,721 | 35,424,880 | 9,719 | 33,610,000 | 9,132| 32, 300,000 
9,721 | 32,169,448 | 8,868 | 30,692,000 | 8,351 | 29, 558,000 

3,255,432 | 851 | 2,918,000 | 781. | 742, 000 

73, 433, 606 | 18,526 | 73,323,187 | 18,196 | 72, 261, 313 

18,133 | 71,064,823 | 18,006 | 71,768,516 | 17,883 | 71, 276.479 
587| 1,532,913 | 252 718, 801 45 148, 964 
268 835,870} 268 835,870 | 268 835, 870 
3,343 | 16,832,272] 1,460| 7,728,530 | 1,430 7, 588, 000 
2,844} 14,342,005 | 1,460| 7,728,530 | 1,430 7, 588, 000 

65,493 | 239, 623,495 | 59,185 | 222,278, 400 | 55,107 | 206, 694, 000 
65,493 | 239, 623,495 | 59,185 | 222,278,400 | 55,107 | 206, 694, 000 


Ordnance for new construction____- 
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TABLE 2.—Average civilian employment appropriation basis, Navy and Marine 


Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 
Man- | Man- Man- | . 
years Dollars years | Dollars years Dollars 
Servicewide operations 43,811,405 | 10,219 43,721, 502 | 10,029 43, 099, 476 
Current year funds | 10,088 | 43,188,569 | 9,818 42, 575,712 | 9,688 | 42, 002, 686 
Reimbursements. 195 622, 836 401 | 1,145, 790 341 1, 096, 7: 
Naval petroleum reserves. 541, 004 | 76 284, 88: 
Current year funds. Mi, 004 76 | 
Prior year funds 
Public works, Navy 3,279) 14,876,737 | 2,919 13,0 2,433 10, 680, 000 
Current year funds 14, 876, 737 2,919 | 13, 07. 3,800 | 2,433 10, 680, 000 


Prior year funds 


Military construction, Naval Re- | ‘ | 


serve Forces. ... 36 | 164, 200 57 | 267, 000 
yore 36 | 164, 200 | 57 267, 000 
Preparation for sale or salvage, mili- | | | | | 
tary property | 387 1, 445, 000 | 923 3, 600, 000 | 822 3, 200, 000 
Current year funds. - | 224 | 838, 000 | 604 | 2, 358, 000 | 822 | 3, 200, 000 
Prior year funds 163 | 607, 000 | 319 1, 242, 000 
Reimbursements | | | 
Navy stock fund... | 8,512 13, 083, 590 2, 435 9, 070, 000 632 6, 080, 000 
Prior year funds... | | = 
Reimbursements... | 8,512 |) 13,083,590 2,435 9,070,000 1,682 | 6, 080, 000 
Laundry service, Naval Academy 161 | 373. 504 | i 346, 400 . Mn I | 346, 500 
rior year funds_- | | | 
Reimbursements... _- 161 373, 504 141 346, 400 | 141 sr 346, 500 
Naval working 3.884 14,560, 137 | 3, 623 | 13,619,000 | 2,537 | 9,511, 100 
Prior year funds... | | 
Reimbursements 14, 560, 137 | | 3, 623 13, 619, 000 | 2, 537 9, 511, 100 
Navy industrial fund. 176,051, 515 | 61, 072 7, 534, 279 | 60, 556 275, 216, 897 
eimbursements | 37,022 051, 51S | 61,07 2 277, 534, 279 60, 556 | 275, 216, 897 
Navy management fund 6,840 442 100, 200 “6 067 25, 584, 200 


Prior year funds-__- ii |- | 
Reimbursements. 26,100,200 6, O67 | 25, 584, 200 
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TABLE 3.—Average civilian employment hy budget activity, Navy industrial fund 


(17X 4912) 


| Fiscal year 1953 


Fiseal year 1954 


| (actual) (estimated) 
| Man- ee Man- | | Man- | 
| years Obligations | years | Obligations | years 
| | 
1 3 5 6 
Total employment | 37, 022 | $176, 051, 515 | 61, 072 


I. By source of funds. _. 37, 022 | WT 6, O51, 515 61, 072 
(a) Military Sea Transpor- | = pa Ti | 
tation Service 16, sil | _ 89, 649, 613° 15, 550 | 
(b) Naval shipyards 14,324 | 61, 986, 329 | 33, 380 | 
Philadelphia, 14,324 | 61, 986, 329 | 12, 426 | 
Portsmouth (Nor- 

folk), Va_. 13, 57% 
Charleston, 8. | 7,382 | 

(c) Naval ordnance plants 10,301, 787 | 6,011 

York, Pa_. | 1,875 6, 497, 961 1, 750 

Forest Park, Ill 2903 3, 803,826 | 1, 708 

Indian Head, Md. (3) 2, 553 
(d) Navy printing plants___. “ 768 | 3, 38H, 02 | 1, 060 | 


Defense 
Service. 

Navy Printing Serv- | 
ice 


Printing } 
| 463 2, 456, | 516 

305 | 1, 388, 852 | 544 
(e) Naval Research Labora- 
tory, Washington, 


(f) Naval Ordnance Labo- | 
ratory, Corona, Calif..| 
(g) Marine Corps Clothing 


and Equipment Fac- | 
tory, Philadelphia, Pa_| (‘) 
(h) Naval Clothing F: actory, | | 
Brooklyn, N. | 5640) 

Il. By ceiling control_- | 37,022 “176, 061, 
(a) Bureau of Ordnance... 2, 778 


10,301, 787 | 6,345 | 
(5) Bureau of Supplies and | | 
Accounts | 
(c) Bureau of Shi 
(d) Executive “Othe of the | 
Secretary | 


1, 873, 


288 
14,324 | 61,986,329 | 33, 380 


3,844,402 | 1,060 
| 1,424 


tive office) 
(e) Marine C orps 
(f) Chief of Naval Opera- 


tions (MSTS). 16, 811 


‘ 89, 649, 643 | 15,550 | 
(g) Office of Naval Research. | 1,701 


8,306,066 | 3,313 | 


277, 534, 2 60, 556 | 
_ 84, 350, 000 | 15, 027 
“141, 561,900 | 32, 431 
53, 770, 700 | 12, 008 
57, 020,000 | 13,014 | 


23, 413, 315 


30,771,200 | 7,409 | 


6, 880 
6, 873, 472 1, 750 
7, 069, 813 1, 708 
9, 470, 000 3, 422 


5, 087, 959 995 


956,000 | 3,313 


4 534, 279 | 60, 556 


742,300 423 | 


422,805 | 1, 487 | 


25, 155,615 | 7,303 
141, 561, 900 | 32, 431 
5, 087, 959 995 
4, 422,805 | 1,487 | 


84, 350, 000 | 027 
16, 956, 000 | 313 | 


Fiscal year 1955 
(estimated) 


| Obligations 


534, 0, 556 | _ $275, 216, 897 


"975, 216, 897 


81, 763, 730 
137, 967, 800 
52, 095, 100 


54, 906, 500 
30, 966, 200 
26, 576, 668 
6, 885, 000 
7, 065, 000 
12, 626, 668 
4,950, 911 


2, 715, 971 
2 234, 940 


16, 956, 700 


2, 202, 426 
4, 798, 662 
275, 216, 897 
28, 779, 004 
137, 967, 800 
4, 950, 911 


4, 798, 662 


81, 763, 730 
16, 956, 700 


1 Commenced operations July 1, 1953, under Navy industrial fund. 
2 Commenced operations Jan. 1, 1953, under Navy industrial fund. 

§ Commenced operations Oct. 1, 1953, under Navy industrial fund. 

4 Commenced operations Sept. 27, 1953, under Navy industrial fund. 
5 Ceased operations Apr. 30, 1953, under Navy industrial fund. 


7 
| 2578,422| 516 | 
2, 509, 537 479 | 
288 | 
515 | 61,072 | 277 
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TaBLE 4.—Penalty mail estimates by appropriation 


1955 1955 
Appropriation estimate in estimate, Excess 
budget revised 

Naval personnel, general expenses....................-.------- $1, 000, 000 $1, 000, 000 0 
Marine Corps troops and facilities 500, 000 500, 000 0 
po 1, 300, 000 1, 041, 000 $259, 000 
2, 000, 000 2, 000, 000 0 
875, 000 150, 000 725, 000 
325, 000 105, 000 220, 000 
Servicewide operations, Navy............-.-------...----.---- 326, 000 326, 000 0 


TaBie 5.—Dollar amounts and man-years for inspection services, fiscal years 1958, 
1954 and 1955 


Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 
Category 
Man- Man- Man- 
years Amount years Amount years Amount 
9, 747 |$46, 456,286 | 9,997 |$46,422,000 | 9,773 | $45,773,000 
1. Inspectors of naval material. _-_........ 6, 345 | 28, 280,264 | 6,250 | 28,425,000 | 6,045 | 27, 828,000 
2. Bureau of Aeronautics nan repre- 
sentatives ---------| 1,613 | 9,750,000 | 1,727] 8,550,000 | 1,727 8, 550, 000 
3. Naval inspectors ‘of ordnance........-_- 495 | 2,331, 522 597 | 2,740,000 588 2, 735, 000 
4. Supervisors of 1,086 | 5,158,500 | 1,215 | 5,771,000 | 1,204 5, 719, 000 
5. Inspectors of naval machinery.......... 208 936, 000 208 936, 000 209 941, 000 


Note.—The personnel outlined above include inspectors, clerks, aeons hers, uction expediters, 

and administrative staffs. Item 1 is funded by all bureaus, based on the po ome service which will be 

iven to each bureau. Item 2 is funded by “Aircraft and “facilities. om Item 3 is funded by “Ordnance and 

MMB AY end is funded by “Shipbuilding and conversion.” Item 5 is supported by SCN, CSN, 
and Bu 


TaBLe 6.— Bureau and office costs for inspection services performed by the inspectors 
of naval material 


Fiscal year 1953 Fiscal year 1954 Fiscal year 1955 
Man- Man- Man- 
years Amount years Amount years Amount 
6, 345 |$28, 280, 264 | 6,250 |$28, 425,000 | 6,045 | $27, 828, 000 
1, 781 7,939,912 | 1,749 | 7,952, 954 1, 798 8, 278, 000 
Bureau of Aeronautics ___................. 1,610 | 7,177, 761 1, 581 7,192,117 | 1, 524 010, 
Bureau of Ordnance. 1,892 |} 8,431,641 | 1,857 | 8,443,639) 1,768 8, 140, 000 
of Supplies and Accounts. -. 656 | 2, 924, 285 642 | 2,922,056 543 2, 500, 000 
Bureau of Yards and Docks---.-....... 167 744, 766 164 747, 054 152 700, 000 
Bureau of Medicine and Surgery 6 24, 604 5 24, 810 25, 000 
Bureau of Naval Personnel... ...........- 5 21, 673 5 22, 053 6 27, 000 
Office of Naval Research................-- 14 63, 317 14 63, 403 14 66, 000 
Executive Office of the Secretary.........-. 3 12, 483 3 13, 783 3 12, 000 
TIL. n<acqnindcnintiencenaonnece 32 141, 562 31 143, 346 33 151, 000 
eed Sea Transportation Service _....-. 8 36, 154 8 35, 837 8 38, 000 
Chief of Naval Operations. _............-- 1 5, 536 1 5, 513 1 6, 000 
FE A EES 140 621, 070 139 628, 192 139 641, 000 
ther Federal agencies and foreign govern- : 
30 132, 739 51 230, 243 51 234, 000 


TABLE 7.—General account miscellaneous receipts, fiscal year 1948-65 
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Admiral GLexton. Table 1 is a summary of end year civilian’ em- 
ployment on a management basis for fiscal years 1953, 1954, 1955. 

Table 2 shows the average civilian employment on an appropriation 
basis for fiscal years 1953, 1954, 1955. 

Table 3 shows the average civilian employment by budget activity 
in the Navy industrial funds for fiscal years 1953, 1954, 1955. It 
should be noted that the numbers of civilian personnel shown in these 
industrial funds have been included as well in tables 1 and 2. 

Table 4 shows the funds now included in the fiscal year 1955 budget 
for penalty mail. These estimates were made on very short notice 
and with little information on which to make an accurate estimate. 
Since the original estimates were made, we have obtained additional 
information from actual operations and I have shown the actual costs 
for the latest 6-month period in fiscal year 1954 for purposes of com- 
parison. These results indicate that there are excess funds for penalty 
mail in certain of our appropriation estimates for fiscal year 1955. 

Mr. Suepparp. Is the amount set forth there? 

Admiral CLexton. Yes, sir; it is set forth there. 

Mr. $1,338,000. 

Admiral CLexton. Yes, sir; that is correct. 

Mr. Osrertac. Admiral, may I inquire as to the table on which this 
amount appears? 

Admiral CLexton. Table 4, and I have given the revised amounts 
so that the difference may be removed from those requests. 

Table 5 shows the dollar amounts and the man-years for the ‘“In- 
spection services’? accomplished by the technical bureaus and the 
overall inspection by the Office of Naval Material for fiscal years 1953, 
1954, 1955. Table 6 is a related table showing the charges made to 
various bureaus and offices for ‘Inspection services’ performed by 
the inspectors of naval material. It is the overall basic inspection 
cost of such material as steel, aluminum, and other common items 
(line 1 on table 5). 

Annually the Navy requests from the Congress funds to carry out 
our programs for the following year. We have programs which gen- 
erate funds which are returned to the Treasury but usually these are 
not well known to the Congress. 

Table 7 shows the funds generated and returned to the Treasury 
from fiscal years 1948 to 1955. The amounts have varied from 
$245.5 million in 1948 to $46.9 million estimated for fisca] year 1955. 


UNOBLIGATED BALANCES 


Annual appropriations: About March 30, 1954, I will furnish a 
table which will summarize by appropriation the obligations and ex- 
penditures for the first 8 months of fiscal year 1954. This table will 
also show the estimated unobligated balance by appropriation for 
June 30, 1954. The unobligated balances in all the annual appro- 
priations revert to the Treasury in accordance with the laws con- 
cerning annual funds. These balances are a result of the cessation 
of hostilities in Korea, delays in the technical development of minor 
procurement items, reduction in the mobilization reserves by issue 
of material without replacement, and the Navy’s consistent all-around 
desire to cut expenditures. 

Continuing appropriations: In the continuing appropriations such 
as “Marine Corps procurement,” ‘Military construction, Reserve 
forces,” ‘‘Aireraft and related procurement,” “Shipbuilding and con- 


whi 
Con; 
year 

TI 
ciate 
tatio 


prese 
just 
Ac 


| 
ver 
bal 
bas 
195 
I 
des 
to | 
the 
tral 
det 
in f 
hiat 
and 
pria 
ness 
y 
redi 
gini 
carr 
1954 
this 
it st 
In 
ance 
Cor) 
to fi 
I 
M 
(L 
M 
tions 
M 
I int 
book 
data 
Mi 
used 
Ad 
Mi 
will | 
(TI 


1035 


version,” ‘‘Public works,” and “Research, Navy,’ the unobligated 
balances as of June 30, 1954, do not revert to the Treasury and are a 
basic essential part of the major procurement outlined to you in the 
1955 budget. 

In the formulation of each one of the major procurement programs 
designed to purchase weapons, aircraft, ships, tanks, and so forth, 
to modernize the fighting forces of the Navy and Marine Corps, all 
the funds made available by contract cancellations, reprograming, 
transfers, and prior year appropriations were counted as assets in 
determining the appropriation request for 1955. We have funded 
in fiscal year 1955 the essential lead time in order to prevent a costly 
hiatus in the production lines of these important fighting elements 
and hence a reduction or rescission in any of the continuing appro- 
priations for these programs will result in less modernization or readi- 
ness of our fighting forces. 


UNEXPENDED BALANCES 


You will recall that in my opening statement [ discussed the large 
reduction in the unexpended balances of the Navy between the be- 
ginning of fiscal year 1954 and the end of fiscal year 1955. We 
carried over $16.6 billion of unexpended funds into the fiscal year 
1954 but these funds, however, were obligated. We expect to cut 
this to $13.5 billion as a carryover into fiscal year 1955 and reduce 
it still further to $12.3 billion as a carryover into fiscal year 1956. 
In my judgment, this is just about the amount of unexpended bal- 
ance which will be experienced if the size of the Navy and Marine 
Corps remains at about the 1955 end year strengths and we continue 
to furnish our fighting units with modern arms. 

I will be very glad to provide you with any additional information 
which will assist in your important task of recommending to the 
Congress what the Navy and Marine Corps require in the fiscal 
year 1955. 

This has been a most effective and thorough review and we appre- 
ciate your courtesy and understanding. We hope that our presen- 
tations have been informative and have met your needs. 

Mr. Osrertraa. Off the record. 

(Discussion off the record.) 

Mr. Wiaeteswortn. Thank you, Admiral. Are there any ques- 
tions? 

Mr. SHEPPARD. Now, this is a complete recapitulation of the entire 
presentation of the Navy in this projection of the budget that we have 
just considered? 

Admiral CLexton. Yes, sir, with the exception of the table which 
I intend to furnish on or about March 30. Our accounting system 
books close on the 25th of March, and as soon as I can assemble the 
data you will get a table, as I indicated in my statement. 

Mr. SHepparp. But it will not change the format which you have 
used here in this data? 

Admiral CLtexton. No, sir; it will not. 


OBLIGATIONS AND EXPENDITURES 


Mr. WiacieswortH. That additional statement, without objection 
will be included in the record at this point. 
(The matter referred to is as follows:) 
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Mr. WiaGieswortu. I have here, Admiral, two tables, one entitled, 
“Department of Defense Obligations as of January 31, 1954, in 
Millions of Dollars,’ and the other entitled, “Department of Defense 
Expenditures as of January 31, 1954, in Millions of Dollars,’ both 
under date from your Office of March 12, 1954. I assume there will 
be similar tables available the first part of April 1954. 

Admiral Ciexron. Yes, sir. These tables are produced once a 
month, and about the 12th of April we will have the information as 
of February 28. 

Mr. Wiaeiesworts. Will you be good enough to furnish the 
committee with the April tables when they are available? 

Admiral CLexton. Yes, sir. 


Number or Orricers’ Ciuss (OpEN) AND Rest Overseas 


Mr. Wiaciesworrn. Admiral Clexton, I have been requested by 
one of the members of the full subcommittee to secure with respect 
to the Navy the number of officers’ clubs and rest hotels outside the 
continental United States under the jurisdiction of the Navy as of 
June 30, 1953, January 1, 1954, June 30, 1954, and June 30, 1955. 
Will you obtain that information with respect to the Navy and insert 
it at this point? 

Admiral CLexton. Yes, sir; we will do that. 

(The information is as follows:) 


NumBer or Orricers’ CLuss (OPEN) AND Rest Horets OversEAS 


1, As of June 30, 1953, and January 1, 1954, there were 28 officers’ messes 
(open) operated by and for the United States Navy. Insofar as current indica- 
tions are concerned, this number (28) will apply on June 30, 1954, and June 30, 
1955. 

2. The nearest approximation to a rest hotel operated by or for the United 
States Navy is a rest camp on the island of Hawaii, T. H. This camp consists 
of rough log cabins and is shared by both officers and enlisted men. It is also 
shared by personnel of other services. 

Norg.—Includes Caribbean, Canal Zone, Hawaiian Islands, Alaska, Marianas, 
Philippines, Far East, European, North African, and Middle East areas. 


Mr. Wiaetesworts. Are there any further questions? 

Mr. Osrertaa. I have no further questions, Mr. Chairman. 

Mr. Suerparp. That is all, and we thank you, Mr. Chairman, for 
the courtesies which you have extended. 

Mr. Wiec.tesworrH. Thank you, Admiral. 

Admiral Cirexron. Thank you, Mr. Chairman and gentlemen of 
the committee. 

Mr. Wiae.eswortn. If there are no further questions the com- 
mittee will stand adjourned, subject to the call of the Chair. 


Tuurspay, Aprit 1, 1954. 


oF Navy SHIPBUILDING FuNDS 


Mr. WiecieswortH. We have a statement here from Congressman 
Shelley, of California, dealing with the subject of distribution of Navy 
shipbuilding funds which, without objection, we shall include in the 
record at this point. 

(The statement referred to follows:) 
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STraTeMENT By Hon. F. SHELLEY 


Mr. Chairman and members of the subcommittee, I sincerely appreciate the 
opportunity you have given me to present my testimony on an aspect of the Navy 
Department appropriation with which I am deeply concerned, the item for naval 
vessel construction and conversion. My concern is not only a personal matter. 
The issue I want to raise with you has to do with the whole question of national 
security as it is based on maintaining our industrial mobilization readiness. An 
important part of the economic life of the Pacific coast and my own district in 
San Francisco is also involved. 

My aim here is to impress upon you gentlemen the urgent need for limiting the 
discretion of the Navy Department in regard to decisions as to where the vessels 
provided for in fiscal 1955 are to be built. I am convinced that such action on 
the committee’s part is necessary to remove the threat of a complete loss of the 
private shipbuilding industry on the Pacific coast—a threat which would spell 
disaster if we ever get into the type of war situation in which we need the combat 
vessels the Navy asks for. You are all aware that in such an emergency the 
United States would have to embark at once on an all-out cargo as well as combat 
vessel construction program. If the west coast industry is killed off, as it is now 
for all practical purposes, we will have lost the 40 percent of ship-production capac- 
ity the area supplied in World War II. In world war III we could not survive 
without that capacity, and it would require years to replace it—years we will not 
have at our disposal. 

I have documented the basic facts and issues involved in some remarks I have 
prepared for delivery on the floor of the House next week. I now submit to the 
subcommittee an advance copy of those remarks which I ask that the members 
read and consider very seriously in connection with the Navy’s vessel construction 
and conversion funds. After you bave considered the dangerous situation I 
have outlined, I respectfully suggest that the subcommittee write into the bill 
you will draft a proviso requiring that at least 40 percent, or some reasonable 
approximation of that amount, of the Navy’s funds for 1955 new vessel construc- 
tion and conversion work be spent for work to be done on the Pacific coast. 
Secondly, and of major importance, I urge the subcommittee to write in a proviso 
requiring that the proposed fourth supercarrier of the Forrestal class be constructed 
in a Pacific-coast shipyard. As I point out in the accompanying remarks, this 
would mean construction at either the San Francisco Naval Shipyard or at 
Bremerton, Wash. 

I believe that the arguments in favor of this proposal which I outlined in my 
remarks are sufficiently convincing to justify such action by the subcommittee. 
In addition, I can only assure you that it is my firm and honest conviction that the 
United States cannot afford to go another year without taking steps to establish 
& firm national policy in this regard. I realize that this is not the province of 
your committee; however, the limitations which I have suggested fall well within 
the provisions of existing law and impose no restriction not properly within the 
Appropriations Committee’s jurisdiction. 


Remarks BY Hon. Joun F. SHELLEY ON Navy SHIPBUILDING AND Repair Poricy 


Mr. SHetiry. Mr. Speaker, at this moment I feel like a vaudeville actor 
playing a return engagement at the same old stand. I am not here to try and 
entertain you and the Members of the House, however. In fact, the subject of 
my remarks is as far from being a laughing matter as anything I can think of. 
I intend to place before the House a problem of the greatest importance to national 
security, involving as it does the maintenance of one of the most important 
aspects of our mobilization base. I want to call the attention of Congress again 
to the shipbuilding and repair industry which, with few exceptions, is completely 
unprepared to meet the demands which would be made of it if rapid mobilization 
were required to meet a war situation. The exceptions I speak of are a few 
eastern shipyards and areas which have through the years been the favored children 
of the Navy Department. My particular concern is with the stepchildren of the 
industry—the shipyards on the Pacific coast, both Navy and private. 

We have a situation where everbody agrees that we must have a going maritime 
industry in peacetime if we don’t want to lose any future war before it gets well 
underway. Everybody also agrees that our peacetime military organization 
should not within itself be expected or allowed to build up and maintain the large 
numbers of commercial-type vessels we will have to have to meet emergencies 
which may develop. The only solution lies in a private maritime industry with 
every segment active enough to permit the rapid buildup war would require. 


say 
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The military view on the need for cargo ships in wartime was well stated by Ad- 
miral Denebrink, commander of our Military Sea Transportation Service, in a 
recent hearing before a subeommittee of the House Merchant Marine Committee 
when he said “I know that ocean transportation is one of the most vital areas of 
logistics * * *. In war, without logistics, courage just isn’t enough, so we must 
have ocean transportation.”’ I only wish that Admiral Denebrink’s Department, 
the Navy Department, would show by concrete evidence that they also realize 
that courage isn’t enough to put ships in the water with the moment’s notice that 
war would give. That requires initiative, experience, longtime planning, and a 
going nucleus of active shipyards on every coast of the United States. Our step- 
child shipbuilding industry has no fairy godmother to wave a magic wand and 
turn pumpkins into modern oceangoing ships. 

House Report 1681, submitted by the Committee on Armed Services during 
the 82d Congress, stated congressional policy on geographic dispersion of ship- 
building capacity in unmistakable terms. I quote from the report: “A healthy 
shipbuilding industry, that is, one ready for expansion and full-scale production, 
requires that naval ship construction be distributed throughout the United 
States. * * * With the need enunciated above in mind, the Committee on Armed 
Services emphasized most strongly during the hearings and now repeats in this 
report its considered belief that the dispersal of ship-construction facilities in the 
various coastal areas in the United States * * * is an essential element of our 
national security and that any construction contracts awarded pursuant to this 
authorization should be distributed throughout these various coastal areas in 
such manner as to encourage the dispersal of vital shipbuilding facilities and to 
prevent undue and dangerous concentration in any particular area or areas of the 
Enited States.”’ I submit, Mr. Speaker, that those plain words do not mean that 
every time a captair’s dinghy is built on the Pacific coast the east coast should 
be awarded a supercarrier contract. Yet that is approximately the policy the 
Navy has been following. 

Mr. Speaker, I and other Members of Congress from the west coast have been 
beating our heads against a stone wall of Navy resistance to equal treatment for 
our shipyards for years. I do not want to repeat what is now the ancient history 
of these efforts since I have taken the floor of the House on a number of occasions 
and told the story. However, I do want to outline some of the most recent devel- 
opments in this regard. 

In March of last vear a delegation of Congressmen from California, Washington, 
and Oregon met with Secretary of the Navy Anderson and the then Under Secre- 
tary Thomas, soon to be Secretary. Our purpose was to discuss specifically 
certain awards of contracts for conversion of troopships in which we felt the 
west coast was suffering discrimination, the then pending award of a contract for 
construction of a third superearrier of the Forrestal class, and in general the 
establishment of an administration policy for equitable geographic distribution 
of Navy ship construction in the interest of national security. We reminded the 
Secretary that ample legislative authority existed for establishing such a policy. 
However, the result of our conferences and later representations to the White 
House was a flat turndown. The Secretary stated that ship-construction con- 
tracts must be governed by broad administration policy laid down in a directive 
from Director of the Budget Dodge which stated that all Government contracting 
must be done on a dollars-and-cents basis regardless of other considerations. 
The Secretary’s statement was confirmed in a later letter from General Persons, 
Special Assistant to the President, in which he stated with reference to the Navy's 
policy that ‘This practice * * * is consistent with the established policies of the 
administration to secure performance of Government work at the lowest possible 
cost and to balance the budget as soon as practicable.”’ 

The only way in which IT can interpret that statement is that it says that the 
national security can go hang as long as the budget is balanced. I took issue 
with that policy at the time it was pronounced and I take issue with it now. 

However, in recent months a rather curious sequence of statements and actions 
by the Navy have occurred. On September 16, 1953, the Navy announced its 
1954 shipbuilding and conversion program. Secretary Anderson was quoted as 
making several interesting statements. Firstly he stated ‘‘that a healthy private 
shipbuilding industry is essential to the national security.’’ This was coupled 


with an expression of concern “with the present low level of activity in American 
private yards.’ Further, and I quote from the announcement, ‘The Seeretary 
stated that, in awarding this work, the Navy would be governed as in the past, 
not only by cost, but also by the necessity for obtaining timely and satisfactory 
completion, by the need for geographic dispersal of naval work and by other 
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considerations important to the national welfare. He added that special care 
would be taken to award construction of the new aircraft carrier in such a way 
as to best serve the public interest.” 

These are admirable statements and expressions of policy. I cannot quarrel 
with any of them since they say exactly what I have been saying in public and 
in private year after year. When I read them, however, I was somewhat amazed, 
since they seemed to exactly contradict what the Secretary had told the con- 
gressional delegation a few short months before. The ‘‘past’’ to which he referred, 
I thought, was a very recent past indeed, but I let that pass and looked for a 
reason for this sharp reversal of policy. It didn’t take long to find it. The very 
next paragraph of the announcement read like this: ‘‘As no private yard on the vi 
Pacific coast has the necessary facilities to build the new carrier, this ship will be 
constructed in a qualified east-coast private shipyard.” 

This pleasant tribute to the private shipbuilding industry and to the need for : 
geographic dispersal of shipbuilding facilities had proved to be only another 
camouflage for the same old Army game as played by the Navy. When it 
served the purpose of eastern shipbuilding interests, one policy was in effect. 
When an excuse was needed to keep this third superearrier from being built on 
the west coast, another turned up. Bear in mind that this was the third of this 
class of supercarriers to be built. Two had already been awarded to eastern 
private yards. Not one has vet been scheduled for the west coast despite the 
fact that naval shipyards in my own city of San Francisco and at Bremerton, 
Wash., are completely capable of doing the job, and employment in the ship- 
building industry on the Pacifie coast has been and continues at alarmingly low 
levels. 

On February 2, 1954, the Secretary of the Navy announced the award of con- 
tracts for construction of this supercarrier and of three destroyers. The Secre- 
tary again expressed ‘‘concern at the low level of activity in the private ship- 
building industry and stated that one of the paramount considerations of the 
Navy Department in awarding the new construction included in its 1954 program 
was to preserve the mobilization readiness of these vards.”’ 

This announcement was also vastly interesting. The superearrier was awarded 
to the Newport News Shipbuilding & Dry Dock Co. This company, entrenched 
in the affections of the Navy, is already building one superearrier which will 
take several months to complete. The announcement dealt with three other 
private eastern shipyards. One was the New York Shipbuilding Co., which holds 
the contract for the second supercarrier, the second was the Quiney, Mass., 
shipyard of the Bethlehem Steel Co., and the third was the Bath Lron Works, 
Bath, Maine. 

The Bethlehem Quiney yard was awarded the contract for construction of 
three destroyers. Their bid amounted to $53,022,000. That is exactly 
$6,545,000 more than the bid of Bath Iron Works on the same vessels. The 
announcement piously stated that ‘‘The Secretary of the Navy feels it is necessary 
to make an exception in this case to the Navy's policy of awarding to the lowest 
qualified bidder and to pay a higher price for these destroyers to keep available 
the great. mobilization potential of the Quiney yard.’’ Here we have $6,545,000 
worth of concern for the ‘‘great mobilization potential’ of a Bethlehem Steel Co, 
subsidiary, while not a nickel’s worth of concern has ever been shown for the 
vastly greater mobilization potential of the Pacifie-coast shipbuilding industry 
except when the chips were down in World War II and we built 40 percent of the 
ships which won the war, despite the head start of the Navy’s favored eastern 


yards. 

The Secretary’s announcement proceeded to give a tender analysis of the present es 
and future workload for these four eastern yards, making it clear that his concern fps 
was no transitory thing and that he intended to take proper care of them in oe 
the future. as 

Since that time, on March 5 the Bureau of Ships announced award of a contract ; 
for escort vessels to a Great Lakes shipyard, and on March 16 awarded contracts _ 
for two dock landing ships to the Ingalls Shipbuilding Co. on the gulf coast. : 
On each of those awards the announcement repeated the Navy’s concern over 
geographic dispersal of shipbuilding and the low level of employment in private 
shipyards, but I noted carefully that in each case the contract went to the lowest 
bidder. 

It seems evident that the Navy is paying only lip service to the geographic 
dispersal principle and the need for maintaining the mobilization potential of all 
qualified private shipvards. It has failed in any single instance to take ant 7 
practical action to build west-coast private vards, now tusting away, back to a ‘ 
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condition where they could serve the Nation adequately in time of war. Despite 
the soft soap in its March 5 and March 16 announcements it has not taken concrete 
action favoring Great Lakes or gulf yards. On a geographic basis alone it has 
continued its refusal to give the great Nav y yards in San Francisco and Bremerton 
the capital ship construction they should have to keep west-coast skilled workers 
and technical personnel up to the numerical and qualifications levels that should 
be maintained for effective mobilization purposes. It reserves its real concern for 
the industry in the East alone. 

To lend emphasis to the critical situation facing the west-coast industry as far 
as our private yards are concerned, I want to point out that during 1943, at the 
height of World War II, west-coast private shipyard employment totaled 497,000 
workers. As of the end of February 1954, the relatively few yards remaining 
active at all had only 13,800 employ ees—less than 3 percent of the wartime total. 
Can your imagination stretch that into a wartime mobilization potential? In 
1943 Atlantic-coast yards employed 513,000 blue-collar workers, approximately 
the same total as the west coast. As of February 1954 those same vards have 
70,500 employees, over 5 times the total working on the Pacific coast. Does that 
sound as if the Navy has efficiently discharged its responsibility for maintaining 
the mobilization potential of the industry on a sound geographic dispersal basis? 

The fiscal 1955 budget recommendation for the Navy asks for $1,042,400,000 
for naval vessel construction and conversion. The program calls for 1 new 
supercarrier, the fourth of this class; 5 destroyers; 3 submarines; 10 amphibious 
vessels; and a number of smaller craft. It also calls for the conversion of two 
large attack aircraft carriers of the Midway class and for conversion of some 
smaller vessels. To restore the necessary balance between east- and west-coast 
shipyard activity, a major portion of this construction should be assigned to 
Pacific-coast shipyards, either private or Navy. The supercarrier must be 
awarded to one of the two Navy yards on the coast capable of building it—either 
at San Francisco or at Bremerton. Aside from the mobilization level problems, 
we find now the spectacle of all of these carriers which must and will be used in 
the Pacific; must and will be serviced in west-coast yards; and are too large to 
transit the Panama Canal—being built in east-coast yards and creating there a 
monopoly on the know-how necessary to build, repair, and maintain them. 
That fantastic situation must be corrected. If the Navy does not have common- 
sense enough to take the necessary action, it is the responsibility of Congress to 
see to it that they do. As a matter of fact, I am even inclined at this time to 
fight and vote against the ship-construction provisions in the Navy appropriation 
unless agreement is reached that the fourth supercarrier is definitely to be built 
on the Pacific coast. 

The Navy, in view of its recent series of announcements, can no longer hide 
behind the excuse that they must award such construction on a strict dollars- 
and-cents basis. As a matter of fact, they now have and have had ample legis- 
lative authority, amounting to a directive, to go beyond that basis in the interests 
of national defense. The Armed Services Procurement Act of 1947 which gov- 
erns this contracting states in section 2 (c) (16) that the military agency may 
negotiate such contracts without advertising if, and I quote, “the agency head 
determines that it is in the interest of the national defense that any plant, mine, 
or facility of any producer, manufacturer, or other supplier be made or kept 
available for furnishing supplies or services ‘in the event of a national emergency, 
or that the interest either of industrial mobilization in case of such an emergency, 
or of the national defense in maintaining active engineering, research and develop- 
ment, are otherwise subserved:’ 

Mr. Speaker, this act certainly not only authorizes but requires that the Navy 
and every other military agency survey and make determinations as to our 
needs for industrial mobilization potential in various types of industry. The 
shipbuilding industry is one of our most vital wartime suppliers. The record is 
clear that the Navy, by implicit admission on many occasions, including its 
discussions with west-coast Congressmen, has failed to follow through on this 
matter, for what reasons I am not prepared to say. The record is also clear 
that in its acts in deciding where combat vessels shall be built the Navy has 
complétely ignored the need for maintaining either plants or facitities,.or.“‘active 
engineering, research and development,”’ in the shipbuilding industry on the 
west coast. Indeed, one of the excuses they have used for not constructing a 
supercarrier there is the lack of the very engineering and design facilities they 
are bound by law to keep available. There is a paradox if I ever heard of one. 

I trust that the Appropriations Committee will act on this urgent matter in 
reporting the Navy chip consteustion items for the coming fiscal year, and I 
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have urged them to do so. However, I believe it equally important that an 
appropriate committee of Congress conduct a thorough investigation of the 
manner in which the Navy has administered its responsibilities in maintaining 
shipbuilding mobilization potential, with particular reference to the geographic 
dispersal of the industry. The investigation would not be complete unless it 
included an inquiry into the reasons why certain large eastern shipyards have 
been favored in the award of major ship contracts at the expense of the rest of 
the country. Finally, such an investigation would be pointless if it did not 
include firm recommendations for legislative action laying down national policy 
as to the Navy’s responsibility for maintaining an active shipbuilding potential 
on all coasts and in the Great Lakes area. 

Although I realize that since this matter involves the Navy Department, tne 
Committee on Armed Services has a vital interest in the problem, in view of the 
fact that the survival of our private shipbuilding industry is the essential point 
involved, I suggest that the Merchant Marine and Fisheries Committee should 
properly have jurisdiction over such an investigation. I urge that the committee 
undertake this task without delay. As a member of the committee I shall do 
everything I can to assure that national security and not local interest governs 
our conclusions. 
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